

Memo
To:	Derek Davies (Enron)
From:	Paul McMillan 
CC:	Joe Gysel (Encore), John Patterson (EPCOR)
Date:	September 28, 2025
Re:	Enron Short Form Agreement
Derek, sorry for the delay however we have been extremely busy.  We have reviewed your ShortForm agreement and make the following comments, which we would like to discuss with you.  The following are comments on Annex A (General Terms and Conditions of Confirmation):
· Introductory Clause - We believe that the Annex is generally workable for the short term but if we wish to complete substantial business with Enron, in addition to this arrangement, then we believe that a Master Agreement would be appropriate.

· Section 2 (Payments) - It is difficult to tell whether the description of the various payments works in the absence of the relevant Confirmation.  Specifically, it is not clear that a fixed/floating amount swap is calculated on an hour-by-hour basis.  See the definitions of Fixed Amount, Floating Amount and Determination Period.

· The default currency is US dollars, the payment deadline is determined by Central time and the interest rate is defined as the prime rate published under "Money Rates" in The Wall Street Journal.  To avoid including foreign exchange risk and given we are dealing in Canadian dollars with the transaction in Alberta it is our view that the default currency should be Canadian dollars and it would be more appropriate to refer to Mountain time and a Canadian bank prime rate.

· Section 3 (Events of Default) - The wording is fine as far as it goes, but raises the question whether there should be any mechanism to call for credit support if either party amalgamates or merges and the successor entity is less creditworthy than the predecessor.

· Section 4 (Remedies) - An Early Termination Date terminates all Derivative Transactions that have settlement or determination periods following the Early Termination Date.  Consequently all other swaps, options or financially-settled transactions between Encore and Enron would be collapsed.

· The calculation of the termination payment is somewhat different than we are used to.  Termination payments are based on calculations of Costs, Gains and Losses.  Although the wording prohibits double counting, it seems to us that the three concepts overlap except in the case where the non-defaulting party does not try to replace a terminated transaction.  Since determinations must be made in a commercially reasonable manner, I think we believe we need a dispute resolution mechanism.

· Section 5 (Setoff) - The wording is very broad – setoff includes affiliates of the defaulting party and is not limited to similar (ie. financial) transactions.  Further, the non-defaulting party is not required to make any payment until it is satisfied that the defaulting party and its affiliates have paid up.

· Section 7 (Market Disruption) - We notice that Enron determines whether a Market Disruption Event (such as a pool price failure) has occurred and, if so, the Floating Price will either be determined by any alternative method specified in the Confirmation or will be determined by Enron.  We find this too arbitrary.  More importantly, market disruption does not lead to any form of early termination.  Enron could continue to specify the floating price in a fixed/floating price swap for the duration of the Confirmation.  In previous arrangements we have done, we have provided for "no fault" termination, under which the parties would share equally in any gains or losses.  This also applied if performance of obligations became illegal or if new and unforeseen taxes were imposed.  These kinds of events are not provided for and we would like to discuss the intent of this clause further.  We do recognize the need for a disruption clause but need to discuss it with you further.

· Provisions That Might Be Added - We have listed some other provisions which should be considered in our discussions.

· Procedure for preparation of billing statements, including the right to dispute errors and the right to examine records.
· Payments do not include exigible taxes.
· We assume the floating price payer does not want any linkage to physical output.
· Dispute resolution (mediation, followed by arbitration) could be added.
· Is there any obligation to provide financial information on a continuing basis or credit support?

We would like to schedule a time to review this matter with you.  We look forward to a mutually beneficial business relationship with Enron.  Please call at (403) 297.0347 to discuss this matter.
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