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Purpose

[0 ebtain authorization to Implement the Electricity Procurement
Strategy outlined in the Report consisting of a Short & Long Term
Strategy.

Why?
The Town of Markham consumes approximately 4 million kilowatt

hours (kWh) of electricity per year at a cost of $4 million

An eppoertunity has been identified to implement an improved way of
purchasing electricity for the Town that will result in an estimated
savings of over $300,000 per year

How?

Move select account types from the Regulated Price Protection (RPP)
Plan to the wholesale spot market and/or spot market with a hedge
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Municipalities generally purchase electricity from the RPP;, a two-tiered
rate plan whereby a lower rate Is charged for the 15t 750 kWh of
electricity consumed and a higher rate for all consumption after that

15t tier rate Is generally beloew market recognizing electricity as a basic
necessity — the 2 tier is intentionally set above market providing

iIncentives for conservation

MUSH custemers subsidize electricity costs of residential and small
commercial customers across all of Ontario

RPP Variance Settlement — reflection of the consumer’s share of any
accumulated variance between the actual price paid to generators and
the forecast price paid by price plan consumers

a one time credit or charge issued when leaving the RPP
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Employ’ other procurement options depending on account type

= Pure spot market (OEB requires use of retailer to access spot
market for non-interval metered accounts)

= Spot market with a hedge

Account types: Street Lights - 1 account, 21,000 lights; Small Net
System Load Shape (SNSLS) - 93 accounts; Large Net System Load

Shape (LNSLS) — 40 accounts; Interval Metered — 8 accounts

SNSLS
5% LNSLS

Streetlights 17%
34%

Interval
44%
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Stliateqy.

Street Lights

April 2007 — Council approval to moeve street light energy account to
the spot market under ene year contract — will expire April 30, 2008
— will'have te be renewed in order to continue savings

RPP Variance Settlement (1 time credit) - $37,123

Small Net System Load Shape Accounts (SNSLS)
Consume <16,000 kWh of electricity/year — should remain on RPP
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January 1 — April 30, 2008
Move LNSLS and Interval accounts to spot market
Need to utilize a retailer for LNSLS

Interval accounts can be moved: directly to spot market through
PewerStream at no cost

RPP Variance Settlement (1 time credit) - $21,500 + $56,478 = $77,978

Slide 6




SepenermIStategy,

May 1. 2008 enward
Watts\Worth to assist town In determining best strategy going forward

While shoert term strategy invelves moving LNSLS and interval accounts to
spot market — the longer term strategy includes adding a hedge*, or fixed
price contract to a portion of the consumption

*Hedging Is a strategy used to limit or offset probability of loss from
fluctuations in the prices of electricity
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Reguirement under the Municipal Act, 2001, Section 6(1) of O. Reg. 653/05
that a municipality adopt a statement of commodity price hedging policies
and goals related to the use of financial agreements

See attached Cemmodity Price Hedging Policy

Reporting requirement — Treasurer shall report to Council annually on the
price hedging agreements in place

Watts\Worth's service will include providing the Town with details related to our
annuall savings
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