Leanne Walmsley

From:

sent:

To:

Subject:
Attachments:

Hello, Leanne.

I am following up with you regarding your electricity and natural gas services you have in place with Enmax for. Please

Johnson, Matthew <MJohnson@enmax.com>
August 12, 2020 3:51 PM
cac@hinescreek.com
Village of Hines Creek / Enmax Energy follow up
ENX_2020_QuarterlyMarketUpdate_Q3_Final_tf.pdf

see attached for the Q3 Alberta Electricity market update.

l also pulled a spend and usage summary for the last 12 months for electricity and gas, shown below. Your current rate
for electricity and gas rates have put you in a good position compared to the market until the contract expires in 2023.

Let me know if you would like to see any other information.

1

- Electricity

JANUARY 2020 3,306.43 6,28993  480.41 55,017
FEBRUARY 2020 2,595.10 6,967.51  478.18  10,040.79 47,356
MARCH 2020 2,355.42 670626 45282  9,514.50 41,191
APRIL 2020 1,769.89 530611 3535 742950 29,562
MAY 2020 1,685.37 537246 35268 7,41051 28,345
JUNE 2020 151460 410989 28097 590555 26732
JULY 2019 1,654.91 3,76511 27118  5,691.20 31,908
AUGUST 2019 1,878.83 458547 32319  6,787.49 33,892
SEPTEMBER 2019 2,308.23 554623 3929 824736 316
OCTOBER 2019 2,982.68 7,102.75  504.16  10,589.59 55,420
NOVEMBER 2019 283405 661469 47321 992195 50927
DECEMBER 2019 288139 676435 48229 1012803 52,026
Natural Gas B -

JANUARY 2020 2,523.03 3,75222 31381 6,589.06 1,051

FEBRUARY 2020  1,475.15 264300 2059 432405 775

MARCH 2020  1,846.99 2,849.58 23481 493138 82

APRIL 2020 947.70 1,84637 13969 2,933.76 451

MAY 2020 280.06 666.04 4729  993.39 137

JUNE 2020 12312 46303 2934 61549 5

JuLY 2019 5384 28098 1684 35166 46

AUGUST 2019 7108 376.85 2245  470.38 78

SEPTEMBER 2019 211.40 709.24 4609  966.73 221




OCTOBER 2019 1,267.07 1,469.94 136.87 2,873.88 524 2.412

NOVEMBER 2019 2,218.50 2,081.73 215.05 4,515.28 768 2.89

DECEMBER 2019 2,325.80 2,479.70 24026  5,045.76 923 2.52 !
Take care.

Matthew Johnson
Key Account Manager
ENMAX Energy Corporatian

110, 10216-124 Street Edmonton, AB TSN 4A3
C: (780} 994-6597

wa're on Fiae

“You can choose any retaller listed at www.ucahelps.qov.ab.ca. Electricity delivery to your home or business isn't affected by your choice of retailer.”

Click here to Unsubscribe
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SUMMARY

Alberta’s electricity market has been exposed to the
impacts of the ongoing contracting economy during the
second quarter as both demand and prices were down
year-over-year. Lockdown restrictions to limit the spread
of COVID-19 provided the initial downward push. The
subsequent drop in oil prices compounded the softening
of demand which dropped by nearly 8 per cent in early
June. While there has been some recovery in demand
since June, full recovery to pre-COVID levels will likely not
occur until 2021.

Q2 2020 prices settled at $29.90/MWh, a 55 per cent
decrease over the settled price of $67.06/MWh for Q1
2020, and a 47 percent decrease from Q2 2019 settled
price of $56.57/MWh,

The average electricity demand for Q2 2020 was down
by nearly five per cent year-over-year to 8,775 MW,
comparedt0 9,231 MW in Q2 2019, Alberta peakdemand
for the quarter occurred on April 1, 2020, at 10,272 MW,
a 1.9 per cent decrease from Q2 2019 June peak demand
of 10,471 MW,

Alberta natural gas prices for Q2 2020 were up year-
over-year, averaging $1.89/GJ for the quarter. Daily gas
prices settled as low as $1.60/GJ and as high as $2.37/GJ.
The average gas price was only 50,04/G) lower than
Q12020.

Looking ahead, all eyes are on how soon and to what
degree the Alberta economy can recover from both

ENMAX

Quarterly
Market Update

Where do we go from here?

COVID-19 and extended low oil prices. Canada’s GDP is
expected to contract by six per cent in 2020, with Alberta's
oil-heavy ecanomy expected to contract by eight per cent.

The Alberta electricity market forwards for power are in
the $50/MWh range for both Q3 and Q4 2020. This is a
decrease of just over five per cent for hoth Q3 and Q4
2020 since the beginning of April 2020 as the markets
received a clearer picture of the economic impact of
COVID-18 on the economy.

Market forwards for natural gas are in the $1.90/GJ
range for Q3 2020 and $2.30/GJ range for Q4 2020. The
increased availability of gas storage is helping support
near-term prices to fevels closer to winter prices.

Figure 1: 7x24 Forward Curve
Source: ENMAX
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ENMAX Energy Corporation | 141 50 Ave SE Calgary, Alberta, Canada T2G 457 | enmax.com

This Report has been provided free of charge, for information purposes only, This Report is not intended to provide professional advice to yeu 8s to your electrical needs or of 3 financial or investment nature,
You shauld not act or rely on this information without seeking professional advice, ENMAX Energy Corporation including its subsidia-ies, afiliates, directors, officers and employess do not make any exprass
or implied representations or warranties with respect to the information provided including, without limitation, as to its usefulness, completaness, accuracy or refiability. No contractual obligation arises from
the infarmation cantained in this Report or ENMAX Energy providing this Report to you. EMMAX Energy does not endorse, is not respsnsib’z for the sdministration of, and has no contral over the referenced
third party websites or their contant, including terms of use or privacy policies. EENMAX Engrgy Corporation. Any copying, distribution, or transmission withaut ENMAX Erergy’s written appraval is prohibited,



| REVIEW OF Q22020

The average power price for Q2 2020 settied at $29.90/MWh,
down 47 per cent from the settled price of $56.57/MWh for Q2 2019.

Figure 2: Daily Average Power Price - Q1/Q2 2020

Sources: ENMAX, AESO
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Hourly prices for the quarter peaked at $438.98/MWh
during June 19, 2020. The daily average peak price for
the quarter of $80.81/MWh also occurred on fune 19,
2020. Q2 2020 also saw the return of SO/MWH hours,
something not seen since June 2018. A total of 26 hours
settled at SO/MWh between April 21 and June 26, 2020.

Figure 3: Power Prices Current Year vs. Previous Year
Sources: ENMAX, AESO
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Q2 2020 prices were down over Q2 2019 due mainly
to lower demand resulting from the economic impact of
COVID-19 lockdown measures. ladustrial demand has
also been lower as oil producers reduce production in

response to extended low oil prices. Low electricity prices
in the US Pacific northwest resulting from high water
flows have also led to an increase in imports into Alberta
during Q2 2020.

Alberta natural gas prices for Q2 2020 were up year-over-
year averaging $1.89/G/ for the quarter. Daily natural gas
prices settled as low as $1.60/GJ and as high as $2.37/G).
The average gas price for Q2 2020 was 50.77 higher than
Q2 2019.

Implementation of the Temporary Service Protocol (TSP)
by TransCanada Energy (TCE) in the fall of 2019 has
improved access to gas storage and eastern markets. This
has given producers additional avenues to sell during
times of lower demand and in turn has helped to support
prices and reduce daily volatility.

Figure 4: Gas Prices Current Year vs, Previous Year
Sources: ENMAX

— Curent Year = 3= = Frevicus Year

Gas prices were not materially impacted by COVID-19
during Q2 2020. Lower commercial and industrial demand
was offset by declines in supply and increases in retail
demand as more people worked from home.

The average etectricity demand for Q2 2020 was down
year-over-year, averaging 8,775 MW compared to 9,231
MW in Q2 2020. Alberta peak demand for the quarter
occurred in April with a peak demand of 10,272 MW,
down from lune 2019's peak of 10,471 MW,

ENMAX ENERGY QUARTERLY MARKET UPDATE | Q3 2020



_ REVIEW OF Q2 2020

The drastic lockdown measures taken in March 2020 1o
restrict the spread of COVID-19 have affected nearly
every industry, from travel and hospitality to restaurants
to retail sales to real estate. Unemployment in Alberta hit
15.5 per cent in June 2020. The reduction in economic
activity has directly impacted electricity demand. Figure
5 shows that demand growth year over year was down
significantly April to June 2020,

Figure 5: Demand Current Year vs. Previous Year
Sources: ENMAX, AESO
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While the easing of COVID-19 restrictions has helped to
increase demand somewhat, the fingering low price of oil
continues to weigh on Alberta’s economy and electricity
demand. A large portion of Alberta's economy, and by
extension electricity demand, is heavily influenced by oil
producticn, both conventional and oilsands. At the same
time that COVID-19 caused a drastic reduction in global
oil demand, a supply war between Russia and Saudi
Arabia flooded the market with supply. By April 2020, the
price of Western Canadian Select {(WCS) crude was under
S$10/barrel.

In response to these record low prices, many Alberta
oil producers were forced to shut down unprofitable
preduction. In May 2020, Alberta oil production was down
by 14.6 per cent compared to May 2019, and the number
of active drilling rigs dropped te a record low of nine rigs.
COVID-19 may have been the initial cause of demand
destruction, but low oil prices have exacerbated it.

There have been no further carbon policy changes either
provincially or federally since Alberta’s Techneology
Innovation and Emissions Reduction Implementation Act
(TIER) took effect in January 2020. The price for carbon
will remain at $30/tonne of CO2e for 2020, and all existing
generating units, including coal, will be measured against
a good-as-best gas unit's intensity.

Alberta  will join Saskatchewan and Ontaric in a joint
appeal to the Supreme Court of Canada of the federal
government’s consumer carbon tax. The hearing,
originally scheduled for March 2020, has been postpaoned
until September 2020 due to the COVID-19 pandemic.
If the challenge is successful, it would likely only affect
the consumer-level tax on transportation and heating
fuels and not include industrial emissions from power
generating facilities.

From a regulatory perspective, the only significant
announcement has been the continuation of the current
market mitigation measures for the existing Energy Only
Market. AESO has recommended, and the Energy Minister
has accepted no change to the current price floor of
$0.00/MWh and the existing price cap of $1000.00/MWh.

Unlike previous periods where several new generation
projects have been announced, Q2 2020 saw the
pendulum swing the other way. Several developers have
announced delays or cancellations given current prices
and uncertain balance sheets,

Capital Power formally canceled its Genesee 4 and
5 combined ¢ycle plants, as well as the Halkirk 2 wind
power project. Citing low oil prices for the foreseeable
future, Suncor Energy has suspended construction of
phase one of its Forty Mile wind project, expecting it
to be operational by December 2022, one vyear later
than its original completion date. Suncor's coke-boiler
replacement cogeneration project at its base plant has
also been pushed out two years to 2025.

Coal-to-gas conversions are ongoing, with most suppliers
opting to re-fire or co-fire existing boilers over repowering.
TransAlta has reaffirmed, and the AUC has approved
Sundance5 for repowering. Keephills 1 remains as an option
for repowering depending on future market conditions.

Finallty, Kineticor's 900MW Cascade plant has taken the
next regulatory step in the form of an AUC application
for Cascade's Connection, with an expected 2024-2025
in-service date,

ENMAX ENERGY QUARTERLY MARKET UPDATE | Q3 2020



 OUTLOOK

Canada's economy shrank by eight par cent during the
first three months of 2020. Further erosion is expected in
the second quarter, with some recovery in the second half
of 2020 as restrictions ease. Alberta has been hit extra
hard as oil prices have plunged, oil demand has dropped,
and inventaries surge. Economic analysts are forecasting
Alberta’s econamy to contract by eight per cent in 2020,
an increase from April 2020 estimates of five percent,

As a result, electricity demand in Alberta will contract for
the duration of 2020 and possibly into 202 ; how much,
and for how long will depend on how well the economy
is able ta relaunch from the pandemic, and how long oil
prices remain low.

Forward prices for power are in the $50/MWh range for
the remainder of 2020 and $51/MWh for 2021, drepping
slightly since March 2020 as the impacts of COVID-19 on
the economy have become clearer.

# Market Forwards (sMwh)
Q3 2020: $50 | Q4 2020: $50

There doesn't appear to be any supply-side issues in the
market going forward. Participants continue to offer their
generating assets in a commercially reasonable manner,
and output isdispatched down during times of low prices.
For future builds, developers have been reacting to the
econaomic crisis and pushing out in-service dates. As coal
plants continue their conversion to natural gas, Alberta's
power market will become even more linked to the price
of natural gas.

Under TIER, Carbon emission costs in Alberta willincrease
to S$40/tonne in 2021, reaching $50/tonne by 2022, in
line with the federal government’'s Qutput-Based Pricing
Systern (OBPS). This increase will impact the cost of coal-
fuelled generation the most, helping to support power
prices during times when coal is on the margin.

After several years of market redesign, it appears as
though Alberta can finally take a much-deserved vacation
from regulatory warkshops and hearings. With no further
changes to the existing energy only market, participants
can focus on developing and operating their facilities.

Natural gas demand is down as the result of COVID-19
and oil production cuts. This is expected to be offset by a
stronger storage fill than previous vears. Supply growth
will also be down due to a reduction in capital spending
on new drilling, and production dectines of existing supply
should support price into 2021.

As bad as the economic news has been in Q2 2020,
there were signs that the worst may be behind us. West
Texas Intermediate (WTI} oil has been holding steady at
540 USD/barrel, and WCS has been building momentum
above $30/barrel. One benefit of the production cuts
made by Alberta producers is that pipeline and rail
shipments are no longer at capacity, narrowing the price
gap between WTI and WCS and improving the price
received by Alberta producers. While unemployment
is still high at 15.5 per cent, Alberta has recovered 33
percent of the 360,900 jobs lost hetween February and
April 2020. Although complete recovery is not expected
in the latter ha!f of 2020, the contractions seen in Q1 and
Q2 2020 are expected to be behind us. Of course, all bets
are off if further waves of COVID-19 result in additional
lockdown measures.

Although 2020 locks to be weak economically, the
electricity market appears to be holding its own. Steady
gas prices will help to support electricity prices in the
short-term, and as oil production cuts are removed, and
new welis are drilled, electricity demand will increase.
2021 will bring an additional $10/tonne carbon charge,
further increasing the cost of all thermal generatien in
Alberta.

Contact your ENMAX Account Manager
for alternatives to manage risks
associated with electricity price volatility.
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