RRO – Schedule 3

Agreement for Regulated Rate

Option Energy Services
THIS AGREEMENT is made effective as of the first day of January 2001.

BETWEEN:

EPCOR DISTRIBUTION INC., a corporation under the laws of the Province of Alberta (hereinafter referred to as "EPCOR Distribution")



OF THE FIRST PART

- and -

EPCOR ENERGY SERVICES INC., a corporation under the laws of the Province of Alberta (hereinafter referred to as "EESI")

OF THE SECOND PART
WHEREAS EPCOR Distribution is obligated under the EUA, RRR Regulation and RRO Regulation, until December 31, 2005, to act as a Retailer and make Electricity Services available to RRO Eligible Customers within its service area who are deemed to have elected to purchase Electricity Services under a Regulated Rate Tariff or who chose to purchase Electricity Services under a Regulated Rate Tariff instead of from another Retailer (the “RRO Obligations”);

WHEREAS EPCOR Distribution is entitled to make arrangements with another Person to perform any or all of its RRO Obligations;

WHEREAS EPCOR Distribution wishes to make arrangements with EESI to perform, and EESI wishes to perform, all of EPCOR Distribution’s RRO Obligations;

WHEREAS this Agreement sets out the arrangement between EPCOR Distribution and EESI in respect of the performance of EPCOR Distribution's RRO Obligations in relation to arranging for the purchase of Energy on behalf of, and the provision of Energy to, RRO Eligible Customers under the RRO Tariff.

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of the premises and of the mutual covenants and agreements contained in this Agreement, the receipt and sufficiency of which is hereby acknowledged, the parties hereto do hereby covenant and agree as follows:

1.0
INTERPRETATION

1.1
Definitions

In this Agreement including the recitals hereto unless otherwise indicated or the context otherwise requires, the following words and expressions shall have the following meanings:

“AEUB” means Alberta Energy and Utilities Board.

“Base Product” means an agreement to supply power twenty-four hours a day, seven days a week and may include a Monthly Base Product and a One-Year Base Product.

“Business Day” means a “business day” as defined in the RRR Regulation.

“EESAI” means EPCOR Energy Services (Alberta) Inc.

“Electricity Services” means “electricity services” as defined in the EUA.

“Energy” means “electric energy” as defined in the EUA, expressed in kilowatt hours.

“EUA” means the Electric Utilities Act, S.A. 1995, c.E-5.5, including the regulations enacted thereunder, as re-enacted, amended or replaced from time to time.

“Exchange” means “exchange” as defined in the EUA.

“Monthly Base Product” means a Base Product having a one-month term.

“Monthly Off-Peak Product” means a Monthly Off-Peak (6x8+S) Product, a Monthly Off-Peak (7x8) Product, a Monthly Super Off-Peak (6x18+S) Product or a Monthly Super Off-Peak (7x18) Product having a one-month term.

“Monthly Off-Peak (6x8+S) Product” means an Off-Peak (6x8+S) Product having a one-month term.

“Monthly Off-Peak (7x8) Product” means an Off-Peak (7x8) Product having a one-month term.

“Monthly Peak Product” means a Monthly Peak (6x16) Product, a Monthly Peak (7x16) Product, a Monthly Super Peak (6x6) Product or a Monthly Super Peak (7x6) Product.

“Monthly Peak (6x16) Product” means a Peak (6x16) Product having a one-month term.

“Monthly Peak (7x16) Product” means a Peak (7x16) Product having a one-month term.

“Monthly Product” means a Monthly Base Product, a Monthly Peak Product or a Monthly Off-Peak Product.

“Monthly Super Off-Peak (6x18+S) Product” means a Super Off-Peak (6x18+S) Product having a one-month term.

“Monthly Super Off-Peak (7x18) Product” means a Super Off-Peak (7x18) Product having a one-month term.

“Monthly Super Peak (7x6) Product” means a Super Peak (7x6) Product having a one-month term.

“Monthly Super Peak (6x6) Product” means a Super Peak (6x6) Product having a one-month term. 

“Off-Peak (6x8+S) Period” means the period from 0:00 hours to 7:00 hours and from  23:00 hours to 0:00 hours, Monday through Saturday inclusive, Including the Peak (6x16) Period on NERC Holidays and including Sundays.
“Off-Peak (7x8) Period” means the period from 0:00 hours to 7:00 hours and from  23:00 hours to 0:00 hours, Monday through Sunday inclusive.

“Off-Peak Periods” means Off-Peak (6x8+S) Periods, Off-Peak (7x8) Periods, Super Off-Peak (6x18+S) Periods and Super Off-Peak (7x18) Periods and Off-Peak Period means any of an Off-Peak (6x8+S) Period, Off-Peak (7x8) Period, Super Off-Peak (6x18+S) Period or Super Off-Peak (7x18) Period as the context may require.
“Off-Peak Product” means an agreement to supply power during an Off-Peak Period and may include a Monthly Off-Peak Product and/or a One-Year Off-Peak Product.

“Off-Peak (6x8+S) Product” means an agreement to supply power during an Off-Peak (6x8+S) Period.
“Off-Peak (7x8) Product” means an agreement to supply power during an Off-Peak (7x8) Period.

“One-Year Base Product” means a Base Product having a one-year term.

“One-Year Off-Peak Product” means a One-Year Off-Peak (6x8+S) Product or a One-Year Off-Peak (7x8) Product.

“One-Year Off-Peak (6x8+S) Product” means an Off-Peak (6x8+S) Product having a one-year term.

“One-Year Off-Peak (7x8) Product” means an Off-Peak (7x8) Product having a one-year term.

“One-Year Peak Product” means a One-Year Peak (6x16) Product, a One-Year Peak (7x16) Product.

“One-Year Peak (6x16) Product” means a Peak (6x16) Product having a one-year term.

“One-Year Peak (7x16) Product” means a Peak (7x16) Product having a one-year term.

“One-Year Product” means a One-Year Base Product, a One Year Peak Product or a One Year Off-Peak Product.

“Peak (6x16) Period” means the period from 7:00 hours to 23:00 hours, Monday through Saturday inclusive, excluding NERC Holidays. 
“Peak (7x16) Period” means the period from 7:00 hours to 23:00 hours, Monday through Sunday inclusive.

“Peak Periods” means Peak (6x16) Periods, Peak (7x16) Periods, Super Peak (6x6) Periods and Super Peak (7x6) Periods and Peak Period means any of a Peak (6x16) Period, Peak (7x16) Period, Super Peak (6x6) Period or Super Peak (7x6) Period as the context may require.

“Peak Product” means an agreement to supply power during a Peak Period and may include a Monthly Peak Product and/or a One-Year Peak Product.

“Peak (6x16) Product” means an agreement to supply power during a Peak (6x16) Period.
“Peak (7x16) Product” means an agreement to supply power during a Peak (7x16) Period.

“Person” means a person, firm, partnership, corporation, organization or Rural Electrification Association or other association, and includes an individual member thereof.

“Price Schedule” means the Price Schedule, approved by Bylaw 12368 – Schedule 1.

“Product” means a Base Product,  a Peak Product or an Off-Peak Product.

“Quarterly Base Product” means a Base Product having a one Quarter term.

“Quarterly Off-Peak Product” means a Quarterly Off-Peak (6x8+S) Product or a Quarterly Off-Peak (7x8) Product.

“Quarterly Off-Peak (6x8+S) Product” means a Off-Peak (6x8+S) Product having a one-Quarter term.

“Quarterly Off-Peak (7x8) Product” means a Off-Peak (7x8) Product having a one-Quarter term.

“Quarterly Peak Product” means a Quarterly Peak (6x16) Product or a Quarterly Peak (7x16) Product.

“Quarterly Peak (6x16) Product” means a Peak (6x16) Product having a one-Quarter term.

“Quarterly Peak (7x16) Product” means a Peak (7x16) Product having a one-Quarter term.

“Quarterly Product” means a Quarterly Base Product, a Quarterly Peak Product, or a Quarterly Off-Peak Product.

“Regulated Rate Service” means the services available under the RRO Tariff.

“Regulator” means the Municipal Council of the City of Edmonton.

“Retailer” means a “retailer” as defined in the EUA.

"RRO Eligible Customer" means an "eligible customer" as defined in Section 1 (b) of the RRO Regulation.

“RRO Regulation” means the Regulated Rate Option Regulation, MO 2/2000.

“RRO System Delivery and Billing Agreement” means the Agreement for Regulated Rate Option System Delivery and Billing, approved by Bylaw 12368 – Schedule 4.

“RRO Tariff” means the RRO Tariff, including the RRO Terms, the Price Schedule, this Agreement approved by Bylaw 12368 - Schedule 3, and the RRO System Delivery and Billing Agreement.

“RRO Terms” means the Terms and Conditions of the Regulated Rate Option, approved in accordance with Bylaw 12368.

“RRR Regulation” means the Roles, Relationships and Responsibilities Regulation, AR 86/2000.
“Super Off-Peak (6x18+S) Period” means the period from 0:00 hours to 16:00 hours and 22:00 hours to 0:00 hours, Monday through Saturday inclusive, excluding NERC Holidays.
“Super Off-Peak (7x18) Period” means the period from 0:00 hours to 16:00 hours and 22:00 hours to 0:00 hours, Monday through Sunday inclusive.

“Super Off-Peak (6x18+S) Product” means an agreement to supply power during a Super Off-Peak (6x18+S) Period.
“Super Off-Peak (7x18) Product” means an agreement to supply power during a Super Off-Peak (7x18) Period.

“Super Peak (6x6) Period” means the period from 16:00 hours to 22:00 hours, Monday through Saturday inclusive, including holidays. 
“Super Peak (7x6) Period” means the period from 16:00 hours to 22:00 hours, Monday through Sunday inclusive, including holidays.

“Super Peak (6x6) Product” means an agreement to supply power during a Super Peak (6x6) Period.
“Super Peak (7x6) Product” means an agreement to supply power during a Super Peak (7x6) Period.

1.2
Number and Gender

Words used herein importing the singular number only shall include the plural and vice versa and words importing the use of any gender shall include all genders.

1.3
Amendments to Agreements and Law

References herein to any agreement or instrument, including this Agreement, shall be deemed to be a reference to the agreement or instrument as varied, amended, modified, supplemented, or replaced from time to time and any specific reference herein to any enactment of law shall be deemed to include reference to such enactment as the same may be amended or re-enacted from time to time and every statute that may be substituted therefor and, in the case of any such amendment, re-enactment and substitution, any reference to such enactment shall be read as referring to such enactment as so the amended, re-enacted or the statute substituted therefor, as the case may be.

1.4
Headings

The division of this Agreement into Articles, Sections and other subdivisions, the provision of a table of contents and the insertion of headings are for convenience of reference only and are not to be used in construing or interpreting this Agreement or any portion thereof.

2.0
ENERGY SERVICES

2.1 Energy Services

EESI shall be responsible for performing EPCOR Distribution's RRO Obligations in relation to arranging for the purchase of Energy to supply RRO Eligible Customers and for providing Energy to RRO Eligible Customers under the RRO Tariff.

2.2
Energy Price

The charges for Energy for the purposes of the Price Schedule shall be determined as follows:

(a)
Subject to Section 2.2(c), for each calendar year during the term of this Agreement, EESI will issue to Persons that EESI, acting reasonably, considers qualified, one or more requests for proposals (“RFP”) to supply Base Products and Peak Products for the following calendar year. The level of Energy load subject to the RFPs, the mix of Base Products and Peak Products and the mix of One-Year Products, Quarterly Products and Monthly Products will be at EESI’s discretion. The RFPs may include Energy load that EESI requires for purposes other than servicing RRO Eligible Customers under the RRO Tariff.  EESI will endeavour to enter into agreements with the persons offering to provide the required load at the lowest price. 

(b)
The prices either paid by EESI under agreements to purchase Base Products or Peak Products or established pursuant to Section 2.2(c) shall be used for the purposes of the calculation of the Energy Charge under this Section.

(c)
If a forward market for Base Products or Peak Products develops that EESI, acting reasonably, considers suitable, then EESI at its discretion may use quotations or transactions from the forward market to establish the price for Base Products or Peak Products, as the case may be, to be used for the purposes of the calculation of the Energy Charge in place of the RFP process.  As an alternative, EESI may calculate the Energy Charge using prices of Base Products and Peak Products acquired or deemed to be acquired for EESI customers, through the implementation of the Energy Price Setting Plan approved by the AEUB for EESAI in respect of EESAI’s Regulated Rate Option obligations in the Aquila Networks Canada (Alberta) Ltd. service area

(d)
The Energy Charge, expressed in $ per kWh, for each rate classification of RRO Eligible Customers for each quarter of a year will be determined as follows:
The Energy Charge (EC) applicable to each EESI RRO Rate Classification (as defined in the EESI Regulated Rate Option Price Schedule) for each Quarter in 2003 and 2004 will be determined as follows:

EC =
[(Peak Energy Portfolio Price x RCFPLP + Off Peak Energy Portfolio Price x (1 - RCFPLP)) x HC x LF + PTC] x (1 + RM)

where:

“Peak Energy Portfolio Price” is the Peak Energy Portfolio Price for that Quarter, expressed in $/MWh, determined through the procurement and price setting process described in subsections (a) through (c) above.

“RCFPLP” is the Rate Classification Forecast Peak Load Portion, as determined by EESI for that Rate Classification for that Quarter.

“Off Peak Energy Portfolio Price” is the Off Peak Energy Portfolio Price for that Quarter, expressed in $/MWh, determined by EESI in accordance with the Energy Price Setting Plan approved by the AEUB for EESAI for the same quarter.

"LF" is the aggregate Line Loss Factor which is applicable to the EESI RRO Rate Classification for which the AEC is being determined:

  EESI RRO Rate Classification
  Line Loss Factor

Residential Service
1.0393

Security Light Service
1.0393

Commercial Service < 50 kVA
1.0393

Commercial Service > 50 kVA
1.0393

 “HC” is a factor of 1.015 on account of hedging cost.

“PTC” is the Alberta Power Pool trading charge, set at $0.136/MWh;

“RM” is the Return Margin for that Quarter determined as follows:

(a)
if the pre-RM Average Energy Rate is less than or equal to $75/MWh, then:

RM = .0375; or

(b)
if the pre-RM Average Energy Rate is greater than $75/MWh, then:

RM = [.0375 x 75 + .005 x (pre-RM Average Energy Rate  - 75)] / pre-RM Average Energy Rate 

where:

pre-RM Average Energy Rate equals (Peak Energy Portfolio Price x RCFPLP + Off Peak Energy Portfolio Price x (1 - RCFPLP)) x HC x LF + PTC 
EESI may from time to time amend the calculation of the Energy Charge set out in this section as may be required to reflect its costs or to conform to the Energy Charge Schedule approved by the AEUB for EESAI.   Notwithstanding any other provision of this Agreement to the contrary, EESI may include in the Energy Charge for purposes of the Price Schedule, the return margin on Distribution Access Charges and System Access Charges determined in accordance with section 2.4 of the Agreement for Regulated Rate Option System Delivery and Billing made between EESI and EPCOR Distribution effective January 1, 2001, as amended from time-to-time.

3.0 
FRANCHISE FEE CHARGE

EESI is entitled to include the appropriate Franchise Fee in Schedule 1.

4.0 
TERM

The term of this Agreement shall commence on the date hereof and shall continue in full force for a period ending on December 31, 2005.

5.0
INDEMNITY

EESI shall indemnify and hold EPCOR Distribution harmless from and against any claim by any third party for any loss, damage, expense, charge, cost (including legal fees on a solicitor-and-his-own-client basis), fine, penalty or other liability of any kind suffered or incurred by EPCOR Distribution arising out of any failure by EESI to carry out EPCOR Distribution’s RRO Obligations in accordance with the RRO Tariff including this Agreement and the RRO System Delivery and Billing Agreement, to the extent such failure is not caused or contributed to by EPCOR Distribution.
6.0
GENERAL

6.1
Further Assurance

The parties shall with reasonable diligence perform all acts, execute and deliver all documents and instruments, do all such things and provide all such reasonable assurances as may be necessary or desirable to give effect to the provisions of this Agreement.

6.2
Enurement

This Agreement shall enure to the benefit of and be binding upon EPCOR Distribution and EESI and their respective successors and permitted assigns.

6.3
Assignment

This Agreement shall be assignable by either party as necessary in connection with any bona fide financings, financing leases, reorganizations and mergers but this Agreement shall not otherwise be assigned by either party without the prior written consent of the other party which consent each of the parties covenants not to unreasonably withhold. Notwithstanding any permitted assignment the assignor shall continue to remain liable for the performance of obligations under this Agreement unless such assignor is released therefrom by instrument in writing signed by the other party.

IN WITNESS WHEREOF this Agreement has been duly executed by the parties hereto under their respective corporate seals attested by the signatures of their respective officers duly authorized in that behalf effective as of the day and year first above written.






EPCOR DISTRIBUTION INC.






Per: _____________________________






Name: Ken Rowes






Title: President






Date:







EPCOR ENERGY SERVICES INC.






Per: _____________________________






Name: Cairine MacDonald






Title: President






Date:

(S.2, Bylaw 13232, November 26, 2002)
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