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For the period from January 1 to September 30, 2005, net income totaled
$1,847 million, or $58 million more than in the same period for 2004.

Operating income amounted to $3,578 million, up $463 million over 2004, as a
result of growth in short-term net electricity exports outside Québec. We were
able to capitalize on favorable market conditions as a result of high summer
temperatures on the U.S. east coast. Operating expenses, for their part, were up
$148 million, largely driven by a rise in pension expense.

Financial expenses were up $151 million over 2004, due to a substantial foreign
exchange gain recognized in the first quarter of 2004 following the application of
a new accounting guideline. In addition, the sale of our subsidiary HydroSolution
in the third quarter of 2005 generated a $48-million gain, while the sale of our
interest in Noverco in June 2004 had allowed us to record a $265-million gain.

For the quarter ended September 30, 2005, net income totaled $391 million,
compared to $314 million in 2004. This $77-million increase was due to the
growth in short-term net electricity exports outside Québec and the gain on the
sale of HydroSolution.

Revenue for the first nine months of 2005 totaled $8,279 million, versus $7,707 million in
2004. This $572-million increase was chiefly attributable to growth in short-term
electricity sales outside Québec and, to a lesser degree, increased domestic electricity
sales, mainly because of higher baseload demand from large-power customers.

Total expenditure was $4,701 million in 2005, up $109 million over last year, due to the
increase in pension expense and in depreciation charges related to the commissioning of
new facilities, offset by a reduction in electricity and fuel purchases.

Financial expenses totaled $1,780 million, compared with $1,629 million in 2004. This
$151-million increase stemmed from the write-down of the natural hedge between debts
and sales in U.S. dollars in the first quarter of 2004, which had resulted in an exchange
gain.
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Discontinued activities contributed $56 million this year to date, versus $310 million in
2004. At the end of the second quarter of 2004, the sale of our interest in Noverco had
generated a $265-million gain on disposal, together with Noverco's operating income. In
July 2005, the sale of the assets of our subsidiary HydroSolution resulted in a $48-million
gain.

Generation

For the first nine months of the year, Hydro-Québec Production posted net income of
$1,535 million, compared to $1,155 million in 2004. The increase of $380 million is
attributable to favorable conditions for short-term electricity sales and purchases outside
Québec. However, net income was reduced by the $60-million increase in financial
expenses, as well as by pension expense.

Transmission

At the end of the third quarter of 2005, Hydro-Québec TransEnergie’s net income stood
at $303 million, versus $366 million in 2004. Short-term, non-firm, point-to-point
transmission sales were up by $30 million, but only partially offset the $58-million
increase in financial expenses and the rise in pension expense.

Distribution

For the nine months ended September 30, Hydro-Québec Distribution recorded net
income of $79 million, compared to $85 million in 2004.

Total revenue from electricity sales in Québec was $6,652 million, up $200 million or
3.1%, chiefly as a result of higher baseload demand and rate adjustments.

Sales volume was 124.0 TWh, up 3.0 TWh. The 4.2-TWh increase in baseload demand was
mainly due to the commissioning of Phase Il of the Alouette aluminum smelter, and was

mitigated by milder weather at the beginning of 2005 and by the fact that there was one
day less of consumption than in 2004, which was a leap year.

Expenditure was up $214 million because of higher supply costs for non-heritage
electricity and the increase in pension expense.

Finally, the $48-million gain on disposal of the assets of HydroSolution offset the
$45-million rise in financial expenses.

Construction

The Construction segment comprises the operations of Hydro-Québec Equipement and
Société d'énergie de la Baie James.

For the first nine months of the year, the volume of activity totaled $1,409 million, up
$109 million over 2004. Several major projects requiring sizable capital outlay are
currently under way for Hydro-Québec Production and Hydro-Québec TransEnergie.



Investment

Financing

Third Quarter 2005 - page 3

The investment program for 2005 totals $3.9 billion. Development activities account for
$2.3 billion: approximately $1 billion is allocated to the construction of generating
facilities and nearly $900 million is being invested in the development of transmission
and distribution systems to meet growth in demand. A further $1.4 billion is devoted to
maintaining and upgrading our assets.

At September 30, investments in fixed and intangible assets totaled $2,279 million,
compared with $2,192 million in 2004. As anticipated, Hydro-Québec Production used a
large portion of this amount for construction—Eastmain-1, Toulnustouc, Péribonka,
Mercier, Chute-Allard and Rapides-des-Cceurs—as well as for various rehabilitation
projects, including Beauharnois, Outardes-3 and Outardes-4.

Hydro-Québec TransEnergie continued its work to bring the Toulnustouc generating
station and the future Eastmain-1 generating station onto the grid, while Hydro-Québec
Distribution continued to make investments to meet growth in demand, improve service
quality and meet the objectives of the Energy Efficiency Plan.

The company's borrowing program for 2005 amounts to $3.4 billion. The proceeds will
be used to refinance debt maturing this year and to sustain growth in the investment
program.

No borrowings were made during the third quarter. Borrowings since the start of the year
totaled $2.8 billion; all were made on the Canadian market.
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