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1 STANDARDS OF OVERALL COMPANY PROGRAM 

INTRODUCTION 

The purpose of the Energy Risk Management Policy (RMP) document is to define the 
approach and internal rules that The Empire District Electric Company (Company) will 
utilize to manage its power and natural gas commodity risk. The content of this 
document establishes and describes the Company policy in assuming, assessing, and 
controlling the level of natural gas commodity and power price risk exposure involved in 
the Company's core business activities. 

OBJECTIVES 

It is the policy of the Company NOT to engage in financial or commodity transactions 
unless they are related to the procurement of natural gas or power for end-use 
customers or minimizing the overall cost for end-use customers. It is the express 
intention of the Company to prohibit financial or physical commodity transactions that 
would reasonably be considered outside of the Company's core business activities. 

The following are specific RMP objectives for the Company that represents a balanced 
financial and operational focus: 

OBJECTIVE #1 

Provide an organizational structure to support management goals and budget 
performance by mitigating energy price volatility and; hence, limiting fluctuations in the 
cost of supplying energy to retail customers. 

The RMP provides an organizational structure for effectively assessing and managing 
risk associated with the Company's natural gas supply for fuel, commodity sales and 
wholesale power activities. It provides a framework for effective control, audit, and 
reporting. The procedures set forth allow for the management of operational risks 
without placing undue restrictions on the operations of the Company. 

OBJECTIVE #2 

Allow utilization of physical and financial tools to provide a predictably priced reasonable 
cost gas-supply. 

For the electric segment the cost to generate, purchase, and sell power is greatly 
impacted by fluctuations in the market price of energy sources such as coal, natural 
gas, oil, and wholesale electricity. This RMP outlines procedures on how hedge 
positions will be employed to limit these market fluctuations in the price of natural gas 
and provide the Company with tools to manage expenses to generate, purchase, and 
sell power on behalf of its customer base. 



For the gas segment, the cost of natural gas supplies is greatly impacted by fluctuations 
in the market price of natural gas. This RMP outlines procedures on how hedge 
positions will be employed to limit these market fluctuations and provide the Company 
with tools to manage price volatility with regards to the purchase and supply of natural 
gas for its customer base. 

OBJECTIVE #3 

Allow utilization of physical and financial tools to provide a predictably priced reasonable 
cost power-supply. 

For the electric segment the cost to provide power is impacted by fluctuations in 
transmission congestion due to limitations on the physical grid. This RMP outlines 
procedures on how the company will utilize financial rights that are awarded based on 
investment in the transmission system to limit exposure and provide value to the 
customer base. 



2. RESPONSIBILITY FOR ENERGY RISK MANAGEMENT POLICY 

The Officer Group as listed below is responsible for maintaining and overseeing the 
RMP: 
The Officer Group is comprised as follows: 

President and CEO 
Vice President- Finance and CFO 
Vice President/COO - Gas 
Vice President/COO - Electric 
Vice President - Energy Supply 
Vice President - Commercial Operations 

From time to time, the Officer Group will report to the Board of Directors on the risk 
management activities surrounding natural gas and power risk. Officer Group activities 
shall include: 

• Providing the Risk Management Oversight Committee (RMOC) authorization to 
engage in those activities consistent with prudent risk management and related 
trading practices which correlate with serving customers energy needs for both the 
electric and gas segments; 

• Recognizing financial · instruments such as futures, swaps, options, Auction 
Revenue Rights, Transmission Revenue Rights, and Financial Transmission Rights 
as well as financial and physical market position management, can be effective 
transaction tools; and 

• Providing sufficient management involvement, financial controls, and systems to 
monitor, report, and ensure the integrity of the RMP at all levels. 

RISK MANAGEMENT OVERSIGHT COMMITTEE 

The RMOC is charged with monitoring aggregate risks and ensuring they are managed 
in accordance with the RMP. The RMOC will meet periodically to assess aggregate 
risks and review EDE's market positions and exposures and strategy. 

The RMOC is comprised as follows: 
Chairman 

Vice President - Finance and CFO 
Members: 

Vice President/COO - Gas 
Vice President/COO - Electric 
Vice President - Energy Supply 
Controller and Assistant Treasurer and Secretary 
Director of Supply Management 

Non-Voting Internal Control Members: 
President and CEO (see exceptions at Appendix 12) 
Director of Internal Audit 
Manager of Fuel & Revenue Accounting 
Manager of Gas Supply 
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Manager of Market Operations 
Manager of Market Settlements & Systems 
Supply Management Specialists (Specialists) 
Planning Analyst- Supply Management 

RMOC RESPONSIBILITIES 

• Approve Hedging Strategies - Develop and approve strategies that achieve risk 
management objectives. 

8 Individual Trading Authorization - Approve a list of individuals authorized to 
establish trading relationships and execute trades. The hierarchy of oversight will 
include opening futures accounts, executing International Swap Dealer Association 
(ISDA) master agreements, placing futures orders, and entering into transactions per 
a master swap agreement. (See Appendix 12: Supply Management Specialist 
Authorization.) 

• Approve L TCR/ARRITCRIFTR Procurement Strategies -Approve strategies that 
mitigate transmission congestion exposure and provide value to the customer base. 

• Set Transaction Exposure Limits - Approve limits on volumes and length of 
coverage of all outstanding physical, financial, virtual, futures, options, and Over-the­
Counter (OTC) positions. 

• Ensure Credit Approval and Documentation - The credit approval/ monitoring 
process is described in Appendix 1: Credit Risk I Procedures Policy. 

• Establish Procedures and Develop Reporting Systems - Ascertain appropriate 
checks and balances are in place and financial reporting is correct. 

• Establish Approved Counterparty List - Establish an approved counterparty 
trading list. 

Any member of the RMOC has authority to call committee meetings and the 
responsibility to ensure that all activities are in accordance with this program. The 
committee may meet in person, through telephone conference calls, and/or electronic 
mail. The RMOC secretary (who is not a member of the RMOC) will keep regular 
minutes and records of meetings and actions. 

At any time a RMOC member believes the committee has failed to adequately address 
a situation in which the member believes price or credit speculation is taking place, that 
member shall submit a written statement describing the concern to the President and 
CEO or the Director of Internal Audit. 



RMOC CYCLE 

Define Philosophy for I Managing Exposures 

... ~.------J 

3 RISK 

Identify and Quantify 
Business Risk Exposures as 
They Relate to Objectives 

Specify Roles, Authorities, 
Limits and Controls 

Specify Corporate 
Objectives 

COMPANY/CUSTOMER EXPOSURE 

Re-Assess Strategy & 
Implement Changes As 

Appropriate 

Report Outcomes 

Effective September 1, 2008, the electric segment was granted a fuel adjustment clause 
(FAG) for its Missouri customers. The FAG allows the electric segment to 
recover/refund 95% of prudent fuel and purchased power costs versus a base rate 
established in rate case ER-2008-0093 and any future rate cases. The 
Company/Customer's exposure spans activity in both the physical fuels market and the 
financial derivative markets that have developed to accommodate natural gas and 
power. Without risk management, the Company will be subject to cost and pricing 
uncertainty, as well as uncertainty in meeting budgeted earnings and cash flow. 

The primary components of the Company'/Customer's risk exposure are operations risk, 
market risk, and credit risk. The RMP is designed to address the management of these 
risks in the aggregate. 



Individual transactions for the electric segment and for the gas segment shall be 
transacted for the benefit of each party. 

OPERATIONS RISK 

The potential increased cost for items such as: changes in load or generation 
capabilities, providing replacement power and natural gas due to the unscheduled 
outage of generation plants, interruptions of power purchases from other parties, or 
interruption of gas supply. 

MARKET RISK 

The potential change in value of a commodity contract, liability, or cash flow caused by 
adverse fluctuations in market factors over a pre-defined holding period. Types of 
market risk include: 

• Price Risk - Uncertainty associated with changes in the price level of power costs 
and commodity fuel costs. 

• Liquidity Risk - Risk associated with the diminished market activity of a fuel 
commodity or transmission congestion instrument. 

• Volume Risk - Supply or demand deviation from forecast (for example, the risk of 
not having enough or having too much natural gas to meet forecasted obligations). 
Volume risk is highly correlated with price risk because availability of wholesale 
electricity and natural gas is high and priced low when the weather is mild causing 
reduced volume need. Conversely, when weather is extreme causing an increase in 
our underlying needs, the price of wholesale electricity and natural gas may increase 
exponentially. 

• Calendar Risk - Exposure due to time differential in commodity value between 
actual physical delivery and financial position expiration. 

• Basis Risk - Exposure due to a difference in commodity value between different 
delivery points or markets, between cash market prices and the pricing points used in 
the financial markets, or the difference in the marginal congestion component 
between different settlement locations. 

COUNTERPARTIES/CREDIT RISK 

Managing crediUcounterparty risk exposure is an important component in EDE's overall 
risk management program. The Company/Customer's exposure is different when 
transacting in clearinghouses, marketplaces, or OTC counterparts. 
The creditworthiness of trading partners or clearinghouses is a function of both 
qualitative and quantitative factors. Such factors are centered on the credit rating 
assigned to a company by major credit rating services and an evaluation of the 
company's ability to financially meet its obligations to the Company. Typical sources of 
credit-related information are credit rating reports (published by one or more of the 



commonly recognized rating agencies, such as Dunn & Bradstreet, Standard & Poor's, 
or Moody's), general market intelligence, electronic news releases, and other public 
information sources. Based on these resources, the RMOC will provide oversight as to 
each approved counterparty's credit exposure limit. 

Credit risk associated with maintaining an account with a futures clearinghouse is 
considerably less than that with OTC counterparts. This distinction exists because the 
collective clearinghouse members of NYMEX, which includes virtually every major 
energy company and financial institution in the country, guarantee the performance on 
all positions placed on the exchange. Requiring margin deposits and daily mark-to­
market by clearinghouse members allows for incremental monitoring and control of 
transactions and eliminates the potential for sudden defaults on contracts. 

Credit risk associated with SPP Market Participant (MP) default is considerably less 
than that with OTC counterparts. This distinction exists because the collective 
members of SPP share in the costs of the default by any one member. Furthermore, 
SPP performs a daily calculation of a Total Potential Exposure and a total TCR credit 
requirement for each market participant, allowing for incremental monitoring and control 
of transactions and eliminates the potential for sudden defaults on contracts by market 
participants. Additionally, SPP's TCR credit requirement is secured through a cash 
deposit or Irrevocable Letter of Creditl. This financial security is maintained for TCR 
activity and is not included in the Total Potential Exposure determination, but is reflected 
in the determination of whether there is a Total Potential Exposure violation. 

ESTABLISHING CREDIT RESPONSIBILITIES 

As defined in Appendix 1 - Credit Risk I Procedures Policy, establishing limits and 
creditworthiness monitoring will be done independent of the trading function and will be 
performed by the Manager of Fuel Accounting (MAF) in Finance (with oversight by the 
RMOC), in order to guarantee appropriate segregation of duties within the Company. All 
trading activity with a particular counterparty who no longer meets the Company's credit 
standards will be halted. A Counterparty Credit Exposure Report will be included as part 
of the monthly Gas Position Report described later. The report will summarize the total 
amount of exposure by counterparty by hedging instrument based on current mark-to­
market amounts. 

4. HEDGE STRATEGY 

Electric Segment 

Prior to September 1, 2008, the electric segment's Missouri retail rates were not subject 
to a fuel cost adjustment clause. Effective September 1, 2008 regulators granted a fuel 
adjustment clause (FAG) for recovery/refund of 95% of prudent fuel expenses versus a 
base rate established in rate case ER-2008-0093 and any future rate cases. 

1 Appendix X Article 7; SPP Credit Policy 
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The Missouri FAC allows Empire to recover 95% of under-recovered prudent fuel 
expenses and return to customers 95% of any over-recovered prudent fuel expenses 
versus a base rate. Costs eligible for the FAC will be the total fuel costs as allocated to 
Missouri for fuel consumed in generating units, including the costs associated with fuel 
hedging programs; purchased power costs excluding demand costs; and the net of 
ARR!TCR/FTR activity as well as emission allowance costs and revenue. These costs 
will be off-set by sales activity in the SPP Integrated Marketplace. 

Actual costs will be accumulated during the 6 month Accumulation Period, These costs 
will be used to determine the Cost Adjustment Factor (CAF) that will be filed with the 
Missouri Public Service Commission and upon their approval will be applied to retail 
customer billings during the appropriate Recovery Period. 

The electric segment's strategic focus addresses the volatility of natural gas prices by 
attempting to protect against volatile natural gas costs for the electric segment's plants. 
The electric segment will apply risk management strategies in an attempt to lessen the 
risks associated with variances in the volume of fuel consumed relative to budgeted fuel 
consumption volume. 

The electric segment's specific hedge strategy goals are to provide for predictable fuel 
and purchased power costs over a multi-year period and to provide a framework to 
allow for management of its risk positions. 

The RMP is designed to provide the Supply Management Group (SMG) with a more 
comprehensive set of tools to mitigate the adverse impacts associated with changing 
natural gas or wholesale electricity prices. 

Risk management strategies involve an active "mark-to-market" assessment of market 
conditions to match its supply portfolio to its portfolio of retail and wholesale activity. 

In effect, these strategies set out to determine how much market risk is reasonable to 
best minimize costs and volatility, while still providing the electric segment with 
reasonable fuel costs. 

An overview of the electric segment's hedging targets for natural gas is outlined below. 

At least yearly, the electric segment will model its electric system with a production cost 
model to establish an expected gas burn for each of the next four years. This budgeted 
gas burn will be developed utilizing a consistent methodology as that utilized in the 
Company's financial projections. 

From time to time as conditions change (i.e. unit outages, gas commitments, purchase 
power prices), the SMG shall assess the electric segment's system to establish a new 
"expected" gas burn for market participation. 

For the electric segment's purposes hedging includes physical forward purchases, 
physical management tools such as pipeline imbalance tariffs, park and loan, 
interruptible storage, OTC swaps and exchange traded financial contracts. 



Firm storage, due to inherent injection and withdrawal restrictions and requirements to 
reduce inventory levels during certain periods of the year, will be considered as 
operational (daily balancing and reliability tool for the electric segment) and not part of 
the hedging plan. Although there will be occasions when favorable market conditions 
exist and gas will be purchased and put into firm storage, this cannot be predicted and 
built into the hedging plan. 

The electric segment will utilize the following procurement guidelines: 

• Hedge a minimum of 10% of year four expected gas burn 
• Hedge a minimum of 20% of year three expected gas burn 
• Hedge a minimum of 40% of year two expected gas burn 
• Hedge a minimum of 60% of year one expected gas burn 

The SMG will have the flexibility to hedge up to 100% of the current year and 80% of 
any future year's expected requirements while remaining cognizant of volume risk. The 
80% guideline is an annual target and volumes up to 100% can be hedged in any given 
month. For years beyond year four, additional factors of long term uncertainty in 
required volumes, counterparty credit, etc. should also be considered. 

(By December 31 of current year we should have a minimum of 60% of the next years projected gas 
burn hedged.) 

This progressive dollar cost averaging approach is intended to protect our customers 
and shareholders from volatility in the marketplace. In addition, the progressive 
approach allows for increasing uncertainty of gas needs inherent in forecasting events 
occurring further in the future. 

If changes in expected gas burns occur that make us more than 100% hedged in any 
given month, appropriate steps will be taken following consideration of accounting 
guidance and review by the RMOC. Given that there is some uncertainty in our 
modeling efforts, an over-hedged position of 50,000 MMBtu's or less would generally 
not be considered material and not subject to action. 

Gas Segment 

The gas segment's Missouri retail rates are subject to a fuel cost adjustment clause. 
The gas segment is permitted to file an Actual Cost Adjustment (ACA) once a year 
which also includes a Purchased Gas Adjustment (PGA) filing. In addition to the ACA 
filing, three more optional PGA filings are allowed during the year. The gas segment's 
ACA year is from September 1 thru August 31 for each year. For purposes of the 
following discussion, a hedging year will begin November 1 and end October 31. 

Specific hedge strategy goals are to provide for predictable natural gas costs over a 
multi-year period and to provide a framework to allow the gas segment to manage price 
volatility for its customers. 



The RMP is designed to provide the SMG with a more comprehensive set of tools to 
mitigate the adverse impacts associated with changing natural gas prices. 

In effect, these strategies set out to determine how much market risk is reasonable to 
prudently minimize price volatility, while still providing the gas segment's customers with 
reliable and reasonably priced natural gas supply. 

An overview of the gas segment's hedging targets for natural gas is outlined below. 

At least yearly, the gas segment will model its natural gas systems with a natural gas 
usage model to establish expected natural gas usage for each of the next five years. 
This budgeted gas usage will be determined in a consistent manner with that utilized in 
the Company's financial projections. 

From time to time as conditions change (i.e. new load profiles, new customers, plant 
expansions, plant closings), the SMG shall re-model the gas system to establish a new 
"expected" gas usage for native load. 

The definition of the word "hedge" in this section shall be defined as including physical 
gas purchases, storage, as well as financial instruments. (Physical gas purchases at 
Index will not be considered a hedge.) 

The gas segment will utilize the following procurement guidelines to be implemented by 
the beginning of each hedge year: 

• Hedge a minimum of 50% of year one's expected gas usage. 
• Hedge up to 50% of year two's expected gas usage. 
• Hedge up to 20% of year three's expected gas usage. 

The SMG will hedge a minimum of 70% and have the flexibility to hedge up to 90% of 
each winter period's (November thru March) expected requirements while being 
cognizant of volume risk. 

If changes in expected gas burns occur that make us more than 100% hedged in any 
given month, appropriate steps will be taken to reduce our hedged position to 100% or 
less following consideration of accounting guidance and review by the RMOC. Given 
that there is some uncertainty in our modeling efforts, an overhedged position of 50,000 
MMBtu's or less would generally not be considered material and not subject to action. 

The dollar cost averaging approach is intended to protect our customers from price 
volatility in the market place. 

5. INTERNAL CONTROLS 

Internal controls are essential in ensuring adherence to the RMP and include the 
authorization of acceptable instruments, limits, and credit standards. Additional checks 
and balances including segregation of departmental duties, market position monitoring, 



and a management reporting structure should be in place to verify and reconcile the 
integrity of the Company's risk management activity results. The Company's 
accounting policies and key controls relating to our hedging program are detailed in the 
Power & Fuel Cycle section of our Sarbanes/Oxley documentation. 

SEGREGATION OF DEPARTMENTAL RESPONSIBILITIES 

An appropriate segregation of duties is fundamental in controlling the Company's risk 
management operations and includes activities such as approvals, verifications, and 
reconciliations. A clear separation between transacting, credit review and approval, 
margining and cash settlements, and accounting has been established with respect to 
the RMP. 

The SMG, Finance, and Internal Audit are the departments most directly impacted by 
energy supply risk management activities. 

AUTHORIZATION PARAMETERS 

INSTRUMENTS 

A primary responsibility of the RMOC is the review and approval of tools acceptable for 
implementation of the risk management strategy. 

The various hedging instruments that the Company is authorized to use by this RMP is 
described as follows: 

• Physical Forward Contract - Contract for future physical delivery of a designated 
quantity of a fuel source or power supply at a designated price, time, and location. 
Physical forward contracts obligate both the buyer and seller to accept the agreed­
upon price, regardless of the market price when the delivery takes place. . All 
physical forward contracts are intended to constitute a normal purchase normal sale 
transaction as defined in Accounting Standard Codification 815-10-15 (25-39) 
(formerly FASB 133 paragraph 10). A normal purchase normal sale contract is one 
that provides for the purchase or sale of something other than a financial instrument 
that will be delivered in quantities expected to be used or sold over a reasonable 
period in the normal course of business. These also comply with the normal purchase 
normal sale criteria for tax per IRS Regulation §1221(b)(2). 

• Futures Contract - Standardized binding agreement to buy or sell a specified 
quantity or grade of a commodity at a later date. Futures contracts are freely 
transferable, can be traded exclusively on regulated exchanges, and are settled daily 
based on their current value in the marketplace. 

• Put Option I Call Option - Contract giving the holder the right, but not the 
obligation, to purchase or sell the underlying futures contract at a specified price 
within a specified period of time in exchange for a one-time premium payment. The 
contract also requires the writer, who receives the premium, to meet these 
obligations. (Use of these instruments in a manner that precludes them from falling 
under hedge accounting treatment is prohibited.) 



• OTC Instrument - Any financial or physical instrument that is customized and 
created by a counterpart to replicate the risk profile associated with a commodity. 
The OTC swap is a contractual agreement between two parties to exchange a series 
of cash flows, for a stipulated period of time, based on agreed-upon parameters and 
price fluctuations in some underlying commodity or market index. There is a monthly 
settlement price, which is the difference between the fixed price of the contract and 
the index price in the publication for that month's date. If the index price for the 
delivery period is higher than the fixed price of the OTC contract, then the seller pays 
the buyer the difference. If the index price is lower, the buyer pays the seller the 
difference. This policy approves the use of OTC forwards and options 
for natural gas and power. Power examples include: 5x16, 7x24, 5x8, 2x24, 7x8, 
1 x16, etc. (Use of these instruments in a manner that precludes them from falling 
under hedge accounting treatment is prohibited.) 

• L TCRIARRITCRIFTR -A financial instrument utilized to hedge the difference in the 
price of congestion between two settlement locations. An LTCR is a long-term (10 
year minimum) congestion right providing a full year TCR into perpetuity with roll­
over ability. An LTCR allocation is held prior to the ARR allocation and any awarded 
or retained L TCRs are automatically converted into TCR products which may either 
be held or sold for congestion management. An ARR is a financial right, awarded 
during the annual or monthly ARR allocation process that entitles the holder to a 
share of the auction revenues or charges generated in the applicable TCR/FTR 
auction. The ARR holder may then sell or self-convert/self-schedule the ARRs into 
)CR/FTR during the annual or monthly TCR/FTR auction. ARRs are either seasonal 
or monthly in duration and are either on or off-peak products. ARRs are priced per 
auction and settled daily with monthly and annual true-ups. A TCR/FTR is defined 
as a financial right that entitles the holder to a share of the Day-Ahead Marginal 
Congestion Component price differential between two specific settlement locations. 
TCR/FTRs are either seasonal or monthly in duration and are either on or off-peak 
products. TCR/FTRs are priced hourly and settled daily with monthly and annual 
true-ups. ARRs and TCRs may have negative or positive values. ARRs and TCRs 
may be underfunded hence may be valued more or less than the underlying asset. 
ARR,TCR, and FTR procurement will occur on paths native to Empires source/sink 
settlement locations. Empire may seek to obtain a TCR/FTR on a foreign path in the 
event that Empire is both 1) unable to secure a TCR/FTR to mitigate all or a portion 
of its expected congestion for a native path and 2) able to provide sufficient analysis 
demonstrating a high level of correlation with a path foreign to Empire's source/sink 
settlement locations. 

• Virtual Bids/Offer - A proposal by a Market Participant to purchase or sell a 
specified quantity of energy at a specific price, settlement location, and period of 
time in the Day-Ahead market that is not associated with a physical resource or 
load. Virtual transactions are strictly financial and provide an opportunity to hedge 
physical load or generation. Empire may only seek a virtual bid or offer if the 
following conditions exist and/or are met: 1) uncertainty with expected load or 
physical supply (which will be logged daily in the DA Operation Strategy Log), 2) 
both source and sink settlement locations are native to Empires load and generation, 



3) MW volume is less than or equal to the corresponding generator limits and/or 
day-ahead forecasted load (with consideration for forecasting error) 

• Demand Bid - A set of price/quantity pairs that represent the financial offer to 
purchase energy from the Day-Ahead market at a specific settlement location and 
period of time. Demand bids are strictly financial and provide an opportunity to 
clear physical load in the Day-Ahead market. Empire may bid in energy demand in 
an amount not to exceed the forecasted load for the associated operating day, with 
consideration for forecasting error. 

• Bilateral Settlement Schedules - A bilateral settlement schedule is a financial 
agreement between two market participants designating a purchaser and seller of 
an energy amount and settlement location for energy transactions or a purchaser 
and seller of an obligation percentage and reserve zone for operating reserve 
obligation transfer transactions. Empire may participate in a bilateral settlement 
schedule as a purchaser in an amount not to exceed the forecasted load for the 
associated operating day and only at native Empire sink settlement location(s). 
Empire may participate in a bilateral settlement schedule as a seller only at native 
Empire source settlement locations. 

• Import Transaction I Export Transaction - An import transaction or export 
transaction is a proposed interchange transaction to purchase an amount of energy 
for delivery into or outside the SPP balancing authority at a specified location and 
period of time, respectively. 

LIMITS 

AUTHORIZED TRADERS AND TRADING LIMITS 

• "Round Trip" Trades Prohibited - "Round trip" transactions shall be strictly 
prohibited. Round trip transactions, as used herein, refer to simultaneous (or nearly 
simultaneous) energy purchases and sales of equal duration, price and volume in an 
attempt to influence the market. Employees engaging in such transaction shall be 
subject to progressive discipline up to and including termination of employment. 

• Off-Premise Trading - Off-premise trading is not allowed. In the event of limited 
staff, one-time trades may be done off-premise with the approval of a senior officer. 

Authorized traders, along with approval and transaction limits, are listed in Appendix 12. 

TRAINING 

AUTHORIZED TRADER TRAINING 



• Market Participant Training - All authorized traders transacting in markets or 
services provided pursuant to the SPP Tariff will receive, applicable annual training 
with regard to their participation under the Tariff as a condition of being authorized 
to transact on behalf of EDE. 

6. POSITION REPORTING 

GAS POSITION REPORT 
The Gas Position Report contains a list of all open and recently closed transactions for 
the Company's trade-based activity and serves as a crucial element of RMP control and 
management. The Gas Position Report has multiple applications for risk management 
review that includes account transaction tracking and evaluation as well as overall 
performance evaluation. 

The Gas Position Report is updated as transactions occur and distributed monthly by 
the SMG. Its primary objectives are: 

• Allow for marking individual transactions to market; 
• Provide data for transactions as well as portfolio analysis; and 
• Simplify accounting and program results evaluation through analysis of the closed 

positions list. 

CONGESTION POSITION REPORT 

The Congestion Position Report contains the MW and $/MWh positions of all existing 
TCR/FTRs by: period (on-peak, off-peak), source and sink, and month. The Congestion 
Position Report will be created after the annual TCR/FTR auctions and will be updated 
monthly to include the monthly auction positions. The Congestion Position Report will 
include: 

• Market value of TCR's/FTR's (TCR/FTR auction price if self-converted/self­
scheduled) 

• Percentage of TCR/FTR eligibility auctioned 

MARK-TO-MARKET 

All positions will be mark-to-market (using the appropriate NYMEX prices or other 
suitable market indicator as defined by the underlying contract) monthly or as 
determined by the RMOC on the Gas Position Report by the SMG. This analysis is 
performed to appropriately reflect the current value and cash flows associated with open 
positions and to provide timely information regarding the Company's market risk and 
exposure. 

The SMG is responsible for updating the current market information in mark-to-market 
calculations through the Gas Position Report, with Finance performing a subsequent 
review as a check on this report's accuracy. On certain OTC positions, it may be difficult 



to obtain an accurate mark-to-market value. In these instances, the SMG will provide 
the best estimate of values and will identify the source and reliability of the data. 

ADDITIONAL MANAGEMENT REPORTING 

Management reports are to be based on the principles of adequate compliance limit 
monitoring, accuracy of data sources, and frequency and quality of information. All 
reports should communicate the price risks assumed by the Company. Information 
pertaining to performance measurement and program evaluation will be included in 
required reports and will be used as a basis for RMOC discussions and future strategy 
setting. 

MINIMUM REPORTING REQUIREMENTS 

The following table identifies the various reports to be generated by different 
departments or management levels, the normal regularity, and circulation of the 
document. 

Gas Position .ReiJOrtsiSMG, MFA, RMOC l'"u11uny & Quarter-end 

1Af1MIS Account . SMG MFA 
Statements v1a ema1l ' 

RMOC Meeting 
Minutes 

RMOC 

"Y Credit RMOr. SMG MFA 
r\t'}JUil 

1 

ICong<osti•Jn" Position RMOC, SMG 

Daily - Others 

!As soon as possible after RMOC 
meeting (5-7 business days) 

"'u"" ,11 (Post auction) 

SMG 

RMI 

RMOC 
Secretary 

SMG (Reviewed 
I by MFA) 

SMG 

SMG- Supply Management Group, MFA- Manager of Fuel Accounting, RMI- Risk Management Incorporated 

On a quarterly basis the status of the Company's hedged positions and counterparty 
credit exposure will be reviewed with the Audit Committee of the Board of Director's. 

DISCIPLINE 

Any violation by an employee of the RMP will be subject to the Progressive Discipline 
Policy as outlined in the Personnel Policy Manual of the Company. 

7. POLICY REVIEW 



On a periodic basis, the RMOC will review and mutually make a recommendation to the 
Officer Group on the adequacy of the RMP and any necessary changes. 

8. CONFLICTS OF INTEREST 

Personnel responsible for executing and managing the Company's trading activity will 
not be authorized to enter into energy-related commodity transactions on behalf of 
others or themselves unless specifically approved by the RMOC. 

9. DUTIES AND WORK FLOW 

Appendices are listed as follows: 

• Credit Risk and Procedures Policy -Appendix 1 
• Duties for Supply Management Group -Appendix 2 
• Duties for Finance - Appendix 3 
• Duties for Auditing - Appendix 4 
• Work Flow to Execute Trade - Appendix 5 
• Procedure for Hedge Transactions and Reconciliation -Appendix 6 
• Trade Ticket - Appendix 7 
• Confirmation Procedure - Appendix 8 
• Gas Position Report -Appendix 9 
• Mark to Market Report -Appendix 10 
• Broker Account Statement -Appendix 11 
• Authorized Traders -Appendix 12 
• Supply Management Group (SMG)- Purchase and/or Sale Pre-Approval Form 

-Appendix 13 



APPENDIX 1 

THE EMPIRE DISTRICT ELECTRIC 
COMPANY 

CREDIT RISK/PROCEDURES POLICY 

Tanuant10, 2011 

Services You Count On 



1: INTRODUCTION 

The purpose of this policy is to establish a consistent process whereby the credit risk of 
future financial loss due to counterparty physical or financial non-performance is 
significantly diminished for energy purchases and I or sales. This Credit 
Risk/Procedures Policy will govern any energy transactions relating to natural gas and I 
or purchased power conducted by the Company. 

II: POLICY OVERVIEW 

In general, all energy suppliers and I or purchasers will be subject to a financial review 
in accordance with the Company's standards for determination of creditworthiness. 
Evaluation of a company's financial strength and its ability to deliver its product or to 
pay is crucial. 

A credit review cannot be viewed as the mechanism to prevent any and all losses, but it 
can help identify those companies where performance has been a problem in the past 
or may present a problem in the future. Established counterparty credit exposure limit 
triggers combined with proper monitoring oversight will help the Company to effectively 
mitigate possible losses due to counterparty insolvency. 

III: RESPONSIBILTIES 

Risk Management Oversight Committee 

The Risk Management Oversight Committee (RMOC) shall give final approval for all 
credit policies and procedures. In today's business environment, a formularized credit 
rating approach for rating counterparties may not be practical. The RMOC will provide 
oversight by reviewing weekly Gas Position Reports produced by the Supply 
Management Group (SMG) and by formal discussions of counterparty credit limits, 
credit risk, credit exposure, etc. at the RMOC meetings. The Manager of Fuel 
Accounting will provide monthly credit rating status reports of counterparties. The SMG 
will report on credit exposure by counterparties in the monthly Gas Position Report. 

RMOC Committee Members 

This group is defined in the Energy Risk Management Policy. 

ManagerofFue/Accounting 
The Manager of Fuel Accounting (MFA) shall monitor the credit exposures created 
through the trading of energy and derivative products, and ensure that the RMOC is 
aware of any inappropriate credit exposure. 



Primary Responsibilities include the following: 

• On-going monitoring of existing counterparty credit/financial strength, see On­
Going Financial/Credit Strength Monitoring Procedures section below 

• Monitor credit exposures created by the trading of energy and I or derivative 
products, see On-Going Financial/Credit Strength Monitoring Procedures section 
below 

• Oversee the development and administration of systems necessary to support 
the above activities 

• Monitoring trade activity with each counterparty 
• Monitor credit exposures with the RTOs created through the physical and 

financial positions maintained in the respective markets 

Supply Management Group 

The Supply Management Group (SMG) optimizes the use of generation, purchased 
power and natural gas as outlined in the Energy Risk Management Policy. 

Primary Responsibilities include the following: 

• Keeping abreast of market trade talk and communicate knowledge to the Fuel 
Accounting Manager 

• Coordination of legal documentation appropriate for each counterparty such as 
Master Agreements, International Swaps Derivative Agreements (ISDA), etc. 

Monitoring trade activity with each counterparty 

Legal Services 

The SMG will seek legal advice and review, internal or external, in counterparty 
agreement negotiations. While it is not always possible to achieve, the SMG will work 
with legal services to seek netting and/or set-off agreements with counterparties on all 
contracts. 

Netting provisions allow counterparties to settle with each other the net of all 
transactions for a given period rather than gross amounts involved in a series of 
transactions. If a company buys power from a counterparty and also sells them power, 
the final transaction will take both aspects into consideration and pay the difference 
between the two. The non-defaulting party may also perform a closeout of any existing 
positions and include this balance in the netting calculation. This provision can 
eliminate a large amount of downside potential associated with counterparties that 
default. 

Set-Off can be viewed in simple terms as netting among different governing 
agreements. For instance, the electric segment may be transacting both electricity and 



natural gas with the same counterparty under two different governing agreements. 
Set-Offs allow for amounts owed or received under both agreements to be netted 
against each other. 

On-Going Financial/Credit Strength Monitoring Procedures 

The Manager of Fuel Accounting shall be responsible for reviewing the credit rating 
status of counterparties on an on-going basis. In addition, the Manager of Fuel 
Accounting will follow business news reports on counterparties for any potential 
information that may indicate a change in creditworthiness. The Manager of Fuel 
Accounting will also work in close contact with SMG to stay abreast of any current 
negative supplemental information gained from direct contact within the energy 
industry. 

If any declining creditworthiness information develops on a counterparty, such as their 
credit rating is downgraded by Moody's or Standard and Poor's, the Fuel Accounting 
Manager will notify the RMOC of such development by email. 

Furthermore, if a counterparty's credit rating is downgraded to below investment grade 
(Ba by Moody's, BB by Standard and Poor's) or below, the Fuel Accounting Manager will 
additionally notify the Chief Financial Officer, Controller and Vice-President/COO-Electric 
by phone of the downgrade. The Fuel Accounting Manager would also notify the SMG 
to halt any further trades with this counterparty until further notice. Any member of 
the RMOC could then call a special meeting of the RMOC for discussion or add this 
information to the agenda of the next regularly scheduled RMOC meeting. 

Once a counterparty breaches the established credit exposure limit trigger, the Fuel 
Accounting Manager will notify the RMOC of the breach. This will be put on the agenda 
of the next RMOC meeting for discussion. 



APPENDIX 2 

SUPPLY MANAGEMENT GROUP 

Responsible for analyzing the market and developing appropriate strategies and tactics 
in line with the RMP. 

Responsibilities include the following: 

Identify areas where hedging can 
be used to meet RMP objectiVes 

and present them to the RMOC for 
approval. Nake decisions 
supported by model runs. 

Initiate and execute physical, 
NYMEX (futures and options), 

ARR/TCR tra_nsactkms, and OTC 
(Swaps) trades at needed 

Volumes and lengths 

r.talntaln mark·to·marl<et reports 
With data.provlded from the Gas 

Position Report 

Dally and monthly, track the 
details of the trades In updated 
position tracking reports that 

shows overall exposure of hedged 
positions against volume limit 

requirements 



APPENDIX3 

FINANCE 

Responsible for the provision of financing the SMG's hedge transactions. In addition, 
Finance will crosscheck hedge positions placed by the SMG in physicals, swaps, 
futures, and options for accuracy and accordance with the Company's RMP. 
Accountable for review of account balances for any associated margin requirements 
with day-to-day activity and also responsible for the following: 

Perform credit analysis, approval, and limit monitoring 
(On-going) 

Reconcile daily activity reports from SMG and daily 
statements from brokers and banks independent of the 

Gas Position report 

Approve, send, and verify wire transfers in.or out of 
trading accounts 

Decide whether or not to put trading funds into Interest 
bearing treasury bills or cash 

Review accuracy ofmonthly account statements from 
broker pertaining to margin account balances · 

Alert RMOC when transactions taken exceed the limits . 
and standards of theRMP on any discrepancies from this 

policy as well as any other irregularity, which could 
expose the Company to financial or legal liability 

Develop and apply accounting policies to physical and 
financial transactions compliant with ASC 815 (formerly 
FASB 133) and compliant with applicable tax regulations . 



APPENDIX4 

INTERNAL AUDIT 

Review documentation as needed to verify the RMP defined limits of the Company's 
hedge transactions and operations and will periodically confirm the internal controls in 
place are effective in protecting the objectives of the Company's risk management 
program. 



APPENDIX 5 

FOR ANY HEDGE TRANSACTION 
(Physical, Exchange-Traded or OTC) 
•pfease reference Appendix 6 for a graphical representation of this process 

DAILY 

1. Monitor Market Prices/Identify Need for a Hedge in line with Hedging Strategy 
Objectives 

../ The SMG will monitor prices for opportunities to meet RMP hedge goals and 
objectives. 

2. Determine Best Strategy within Limits to Achieve Hedging Objective 
../ Within the RMOC approved limits, the SMG will determine the best hedge strategies 

to implement in line with objectives . 
../ For any chosen strategies that exceed a specified time period or dollar limit, the Vice 

President - Energy Supply must verify that the chosen hedge transaction meets 
objectives. 

3. Confirm Counterparty Meets Credit Requirements 
../ For an OTC transaction, the prospective counterparty must be crosschecked with 

the Approved Counterparty Credit List for credit verification. 

4. Implement Transaction 
../ The SMG prepares internal documentation for current order. 

5. Communicate Order 
../ The SMG executes a hedge with broker and/or counterpart by picking up the phone 

and calling in information that is simultaneously recorded via a trading ticket 
(reference example in Appendix 7 in next section) which is date/time stamped and 
entered into a position tracking report and lnstaNext software. 

6. Broker Documents and Executes Transaction 
../ In addition, the broker and the NYMEX floor representatives keep their own trading 

tickets to document the transaction. 

7. Verify Transaction (Verbal and Written) 
../ Broker and/or counterpart verifies hedge fill via phone initially to the SMG . 

../ Written confirmations will be sent to the SMG and Finance the following business 
day via e-mail or fax. Instant messaging is used to verify physical transactions up to 
one week out. The confirmation/contract is examined by the SMG Specialist for 
accuracy by crosschecking to the input on the trading ticket. If everything is in 
agreement, the appropriate SMG representative (as defined in Appendix 12, Trading 



Authorities) will sign the confirmation/contract and fax back to the counterparty. If 
there are disagreements, these will be resolved and then the confirmation/contract 
will be signed and faxed to the counterparty .. A copy of the trading ticket is sent to 
the Manager of Fuel Accounting to be matched up with the confirmation/contract. 

8. Confirm Accuracy of Transaction 

./ The SMG crosschecks daily broker Account Statement confirmations against 
internal Position Report for accuracy 

./ The SMG provides mark-to-market reports that tracks the value of the hedge based 
on current market price. 

9. Track Positions 

./ This SMG Position Report is forwarded to Finance as a check for accuracy on 
market value and is compared to the broker daily Account Statement report. 

10. Reconcile Positions Daily with Broker via Finance 

./ On a daily basis, Finance will determine and verify cash flow receipts and 
obligations. If the Company is on margin call, funds will be wired to the broker to 
keep the hedge account equity in line with the current market value. 

MONTHLY AND ON-GOING 

1. Reconcile Monthly Account Statements 
./ Finance reconciles broker and/or counterpart statements with internal Position 

Report and lnstaNext software. 

2. Review of Transaction/Reporting 
./ On a monthly basis, the SMG will review with the RMOC the strategy and positions 

taken. On at least a semi-annual basis, the results of the RMP hedge strategy will be 
reported to the Board of Directors by the RMOC. 

3. Review for Tax Compliance 
On a monthly basis, the Manager of Tax or his designee will review all trade tickets 
for compliance with tax regulations and RMOC Policy that all physical trades meet 
the normal purchase normal sale criteria for tax purpose. 



APPENDIX 6 

PROCEDURAL FLOW 
FOR 

HEDGE TRANSACTIONS & RECONCILIATION 

Communicate order for 
appr<wed hedge with 
Broker via a trading 

ticket that Is date/time 
stamped & entered Into 

Gas position report 

Once accuracy ls 
determined on 

confirmfcontract, a 
slgoed ropy Is sent to 

broker/counterpart and 
Anance. Input hedge 

results Into Gas Position 
Report, and <feve!.op 

mark-to-market report 

Send Gas position 
report: and mark-to­

market report to 
Finance & re<ood!e 

positions/margins with 
broker - If on margin 

caU, then communiCate 
to Flnance and gain 

their approval 

At end of month, instruct 
traders of upcoming 

financial hedge 
e:qilaOOOS and JXePare 

moothly repJrts 

Verify accuracy of 
I:Iansactioo activity 

on dally broker 
report; match/cross 
check Trade Ticket 
to Confirmation, 
enter trades in 

Instariext 

Verify margin 
requirement, 

approve, and wire 
funds to or request 

excess from 
dearinghouse as 

"""""'"' 
At end of month, prepare 

monthly reports and 
commuolcate hedged PlSffions 

to CfO and RMOC 
verify cash How obligations 

and ieceipts. Tax Dept reVIew 
for IRS tax compiance 

*Internal Audit will periodically review process to verify accuracy and compliance 



APPENDIX 7 

TRADE TICKET 

The ability to internally track hedge transactions is crucial to providing an audit trail 
whereby all parties involved in the decision-making process are notified of a hedge 
position. This notification of a transaction is also the primary document in tracking a 
hedge and providing information for the Gas Position Report. Included in the document 
will be the volumes hedged, the price or instrument used, the length of time for the 
hedge, and the counterpart to the transaction. Once a transaction is confirmed, the 
completed Trade Ticket will be sent to Finance in PDF by email on the trade date. An 
Internal Trade Transaction Ticket is included on the following page. 



Empire District Electric Company 
Internal Tracie Transaction Ticket 

Buy:Sel 
Buy 
Busine-ss Unit 
EDE 

Location 
SOCGP 

lnstrum~?nt 

Physic-ul 
Numba of Eids 
5.'5 

Quality 
Firm 

D€li«ry S~11t Dote 
1-Jun-1t 

D€li;ery End Da~ 
1-Fot•-11 

Strikt) pr]c.,) 
Ju>14 $5.2950 

Premium 

Traj~ Ti:ket No. 
Trade Date 
Trajo Time 

t .. ta1ket 
OTC 

Exerclw Duto? 
21-Apr-10 

Setllo;mont Date 
1-F00-1t 

BB16E 
412ti0010 

13:45 

P1ic>? Typ9 
Ftxod 

Prtce Differential; Basis Volumetric Quantity Rote Ouantity(Cih) 
$5.295 155.000 

Transmlssivnlfronsport Chargoo Settlo;ment 

Countorparty 
Anadatko\Kolly 

Mar!<-to-Market Point Broker Commission 

Energy Trader: B1ian Berkstresser 

Energy Trader's Initial __ _ 

Gmer-~1 Comments 
OneOk offe1irg 5.295, Conoc.oPhillipG ofh:ring 5.3-5 Troaska. offi?ling 
$5.:15, Cilv!ol. offerillJ $5.38 

This )ransoction wmpHos with tho AMOC Policy regarding tho j:<Jrchaoo and definition of 
phys~~ contracts. Thus, it is In comr:Uonce wrth ASC 915-10.15 (formortj FASB 133 
par?gtaph 1 O) anj IRS Reg.~ 122t (b)(2) In meeting normal purchase normal safe criteria. 

· Temporary Approval- NowCountorparty 
Transaction Oblocw~ Based on Emplril's Risk Monogem~nt Polioy 

lm,<lct on forward mond1 hedJOI:JOSition. as of: 

FWb:t Peroeot Hocl ed 
'f~ilf ~)11 71% 

. 

Mid11Q Offiw ~Risk fv1anagernent 

Back O~ice - T ox Accounting 

DisUibution: Enet\)y Supply 
Risk Management 
Tax Accounllll<J 

-~· ,,1 
Mlnin1um 

Goldelloos% 

__ Bob Ellis 

Bob Ellis 

__ Jay Williams 

2t-Apr-1o 

This Tmnsaction complies with: 
Ordinary Prcperlf Cbli;Jations 
(IRC Section 1221 (a)(7)) 

Identification A"!uiremrnts 
ITtoas. Roos. Section1.1221-2M) 



APPENDIX 8 

CONFIRMATION PROCEDURE 

Exchange Traded Confirmations 

The SMG will verbally confirm every transaction with broker and/or counterpart on the 
trade date. Trade confirmations on the daily open position statements will be sent by the 
broker (on the following business day) to the SMG and Finance. The SMG must check 
for accuracy on the following business day, input updates into the position report, 
maintain a mark-to-market report, and forward said report to Finance. Finance is 
responsible for verifying the confirmation against the transacting records and entering 
the transaction into lnstaNext. 

Physical and OTC Financial Confirmations 

The SMG must verbally confirm every transaction with the broker/counterpart on the 
trade date. For financially settled OTC transactions, written or email confirmations of the 
applicable terms and conditions will be completed by the SMG and forwarded to 
Finance by the end of the second business day following the trade date. Finance is 
responsible for verifying the confirmation against transacting records and entering the 
transaction into lnstaNext. 

For physical transactions, instant messaging (IM), written, or email confirmations of the 
applicable terms and conditions will be completed by the SMG and forwarded to 
Finance by the end of the second business day following the trade date. IM can be used 
to verify next day, weekend, and gas transactions up to one week out. Written or email 
confirmations will be required for all other physical forward transactions. Finance is 
responsible for verifying the confirmation against transacting records and entering the 
transaction into lnstaNext if necessary. 

The following procedures will be adhered to at all times: 

• The trader will review a copy of the confirmation for completeness and initial the 
confirmation. 

• The trader will enter the trade into the Gas Position Report. The Fuel Accounting 
Manager will enter all financial trades into lnstaNext. 

• Confirmations will be completed, signed, and sent to the counterparty by the SMG 
within two business days. 

• Original trade tickets and confirmations will be kept by Finance until after the 
transaction has settled. Once the transactions have settled, the confirmations and 
tickets will be maintained by Finance. 



APPENDIX 9 
POSITION REPORTS 

Budget DTh (3) 
Expected Dlh (3) 
Pol:q mif'llmum hedged DTh (2) 
Polley maxlmum f,e.ctged DTh 
Amount Hedged from Upside Votat..CTiy D!h 

percentage 
Boollout per ph~s.ica! Dth. all positions 
Average Cost per Dth hedged 
Net All Positions Mrul<ed to Ma(l(et $ {1) 

PHYSICAL HEDGES 

Purchased Dth 
Purchased$ 
Purchased SiUTh 
MarKetS 
Market SlOth (on Southern Star Pip!:~ne) 
Gairl(loss) versus Ctlfrent marl<et 

FINANCIAL HEDGES 

SwapJFutures Dlh Purchased 
Net Cost, $/Olh 
MatXet SlOth (at Swap locat.On) 
Swap Settlement- Rece[.pt I (Pa~mertt) 

Swap/Futures Dlh Sold or Settle 
Net Cost, S!Olh 
MatXet $10th (at Swap locaLon) 
Swap Settlement- Receipt/ (Pa)mertl) 

Call Dth (Buy a Call) . 
Call Stn'ke SJDth 
Market $10th (at Hef'o'Y Hub or Swap location) 
Cost of Call SlOth 
Value$ of Cal Position 
(Cost)$ of Ca~ Position 

Octoo..- Nzy,-embef 
2JJ06 2006 

8,100 90,400 
200,000 200,000 
120,000 120,000 
200,000 200,000 
100,000 170,000 

SO% 85% 
7.295 8_420 
7.295 7.149 

(388,400) {417,750) 

100,000 100,000 
729,500 729,500 

7.295 7.295 
361,100 424,260 

3.611 4.243 
(308.400) (305,240) 

0 
0.000 0.000 
0.000 0.000 

(2,610) 

0.000 0.000 
0.000 0.000 

70,000 
0.000 9.600 
0.000 5.620 
0.000 1.570 

(109,900) 

The Empire District ELECTRIC Company 
Gas Position Summa as of Seotembff29 2006 

Oecambec Oct-Dec Year2007 Year2008 
2006 2006 60%min 40%mJn 

593,5{)() 892,000 9,700,000 10,640.300 
593,500 993,500 10,363,900 10,640.300 
356,100 500,100 6,218,340 4,256.120 
593,500 993,500 8,291,120 8,512,240 
520,000 790,000 7,249,980 4,300,000 

88% 80% 70'/i 40% 
11.150 8.955 6.827 6.635 
6.682 6.860 6.561 6.585 

(581,472) (1,367,622) (4,123,250) (918,320) 

100.000 300,000 4,559,900 3,100,000 
729,500 2,188,500 32,724,285 22,751,500 

7.295 7.295 7.176 7.339 
533.560 1,318,920 27,0C6,395 19,650,650 

5.336 4.396 6.922 6.339 
(195,940) (869,580) (5,717.890) (3, 100,850) 

l50,000 350,000 2,400,000 1,200,000 
5.643 5.111 4.779 4.635 
4.897 4.358 5.700 6.454 

(260,932) (263,542) 2,211,181 2,182,530 

0.000 0.000 0.000 0.000 
0.000 0.000 0.000 0.000 

70,000 140,000 290,000 
11.000 10.300 11.624 0.000 
7.345 6.483 7.838 0.000 
1.780 1.675 2.126 0.000 

(124,600) (234,500) (616,540) 

Ye.ar2009 Year 2010 Year 2011 2012 thru 2013 "" 20'/omin 10'/omin O%min os~min All Years 
11,103,400 8.796,600 8,796,600 17,593,200 67,322,100 
11,103,400 8,875,200 8,875,200 17,593,200 68,444,700 

2,220,680 887,520 14,178,760 
8,882,720 7,100,160 33,ns.740 
3,696,000 3,696,000 3,696,000 2,400,000 25,827,980 

33% 42'10 4~· 14'!. 38% 
4.589 4.602 4.596 7295 6.168 
5.422 5.422 5.422 7.295 6.153 

2,842,314 2,795,768 2,800,411 (824,703) 1,210,598 

1,696,000 1,696,000 1,696,{X)O 2,400.000 15,447,9SO 
10,998.400 10,998.400 10,900.400 17,508.000 108,167,485 

6.485 6.485 6.485 7.295 7.002 
10,626,014 10,600,468 10,600,911 16,683.297 96,488,655 

6.265 6.250 6.251 6.951 5.246 
(372,386) (397,932) (397,489) (824,703) (11,680,830) 

2,000,000 2,000,000 2,000,000 9,950,000 
4.520 4.520 4.520 0.000 4.617 
6.127 6.117 6.122 0.000 5.998 

3,214,700 3,193,700 3,203,900 13,742,468 

. 
0.000 0.000 o.ooo 0.000 
0.000 0.000 0.000 0.000 

. 

430,000 
0.000 0.000 0.000 0.000 11.193 
0.000 0.000 0.000 0.000 7.396 
0.000 0.000 0.000 0.000 1.979 

0 
(851,040) 



Emplre. Dhtrkt GAS Company 
Gas PostOQn SurntN.r ,.. of Set¢e«U.r29. 20C03 

&9"'''"9 """"' r0,·<mw D~W Januar1 """"' J,Jarcn '"' ~·:at ·"" •''.>'1 '">~ SeP:"'T,t.,r Ne-t Wrt<>r 
~~~ ""' :xoo ,, 

"'" 2007 ""' xm ,., 
"'" xm ""' xm 12 '~«>tt.s "'=' 

Tariff &.ri~ on (J) 235,187 639,351 971,444 1,062,152 826.7~ 654,D:<: 3>5_?37 1&5.416 ns.&04 126,~ 123.~ 118,54t 5,415.163 4.1SJ,7S. 

Taoiff E>;.;CM DTh (">) 235,187 639,351 971,444 1.052.152 626.7~ 654,0"--C 335_?37 18'3.416 135.&l4 126.~ 12:3,26-: 116,540 5,415.163 4.153.7~ 

S!c(«;~N):MtfDTh {2) ·347, 13C -347,130 -347,130 ·1-17,1:'.1 -347,13( ·1,735.652 -1,735.6Y 

r.~t R"'<'Jromert DTh 2:!;5,167 mw 1124,314 715.022 479.664 ""·"' 3-J-5,237 18'3,41€ 135.<-N 126.9% 123.26-: 116.54~ 3.679,511 2,418,147 

AJM-Vr~HrogN 0'.11 2:34,670 607,1:>1: €-87,13-3 72:7,133 €-87.142 507.13-0 ' 3.250,346 3,015.670 

~re.'tag-e '"" "" '" .. , '" "" "" "" "" "' "' " "" "' A~erl!'}! Cost p.;r Dth hedged 3.603 .... 7.553 '"' '·"' 7.34(1 0.00< 0.00< OM 0., 000< 0.000 7.197 7.4T7 

r:,t A1 Pos ~i:>M 'h<i:e-::1 tn ')~~et s (1) 4.135 (354,7-W~ (749,1;j3j (911,T76;· (511.7~1) (339.~n: (2.W2,705) (2.W3.~) 

Al'gros-ir,;;tol~s »> 7.313 

STORAGE Bal.>nces (&o·k~--m:.r.'i-1 H~·.,..->4)(5) 

s star s:"""9" 001 752,!~ 7&2,16$ 6W.fhS 4.FJ7,W1 324.6~ 162,109 39,u-; 39,::-S :>9.~- :>9.5-0: :n.os-; J9,SS: 39,5SS 
s Star s:w<>ge s 5,169.537 
S Star S!Ofa9<! (lwg) ~!OTI! 6 67J 

PEPL 5-!0I"'~e Dt11 709,195 709,19-5 574,821 ~0.4-47 YJ6,074 171,700 37.326 37,326 37,326 37.326 37,326 37,326 37,32$ 
PEPL S~c.r--,g-e $ 4.847.2€1: 
FEPL S~:,..;e (A-,1J) ~/Olh 683: 

M.'R S~ra;e D'.il 370,69 370,09:! :")),4~ 2~l.2X 159.9a~ &'9,741 19,51[ 19.51( 19_51[ 19,51C 19,51 19.51C 19,51C 
~NR S!-or<-;e $ 2 . .:65.2'9: 
ANR S~-:.<a-~<! (Avg) $iDTh 6651 

TotalS!orog<! om 1~32.077 1,8.:)2,077 1,4S4,9--17 1,137,816 700,6&.; 443.&55 &5.4.25 %,425 %,4£5 So6.425 96.425 So6,425 8>5,425 
To-t a! s~""O>J<! $ 12,482.09a 
Total S:«og<! (Avg) S.'Dtll 6813 

Targa~~ (&S'I>ofC-2p) 1,910.653 

p<!rret~ cna.-ga '" '" '" "' '" '"' "' "' " " "' "' "' 
PHYSICAL PROCURED 

PurcNl.od oth 234.670 100.00C 210.0) 220.Q(J.J 160.012 100,002 ' 1.024,69>5 700.02€ 
Pur~S 8--15,487 619,10( 1,554.667 1,707,61 1,202.493 74fJ.737 

oooi o:.X o:.X 
6.670,102 5.824,61~ 

Purcha$00 SlOTh ,.., 6.191 '·"" 7.76 7.51 7.407 0.000 0.000 0.000 .... 7.373 

F!NAN-CIAL HEDGES 

SWap.'futures Dth Pmchi!.sed .,.., 
1~:~ 1&1,00: "'·"" ~~ 0.00< o:.X o:OOO 000 o.:OOO 

49oJ.O}fj 490,00: 
t.I<!IC¢$1,$.-'Dth 0.000 ~ 10.47 10.483 0.000 9.W7 9.997 

Should include a copy of the Congestion Position Report once we complete it with actual numbers 



APPENDIX 10 

MARK-TO-MARKET REPORTING 

As mentioned previously, all positions will be "mark-to-market" (using the appropriate 
NYMEX prices as defined by the underlying contract) weekly. This analysis is performed 
by the SMG to appropriately reflect the current value and cash flows associated with 
open positions and to provide timely information regarding the Company's market risk 
and exposure. The SMG is responsible for verifying the validity and accuracy of the 
market data used in mark-to-market calculations through the Gas Position Report on a 
monthly basis. All positions will be "marked-to-market" (using the appropriate NYMEX 
prices as defined by the underlying contract) at the end of each month using lnstaNext 
accounting software by the Manager of Fuel Accounting. The resulting entries will then 
be recorded in the Company's general ledger 



APPENDIX 11 

DAILY BROKER ACCOUNT STATEMENT 

The RMI Account Statement shown below is an illustration of the daily report that the 
SMG and Finance can access on the Internet daily to confirm the previous day's trading 
activities. Separate accounts are maintained for the electric and gas segments. 
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APPENDIX13 
Supply Management Group 

Purchase and/or Sale Pre-Approval Form 

This form is to convey pre-approval of the Officers or RMOC for purchases and/or sales 
that are beyond the approval limits of the members of the Supply Management Group 

as set forth in Appendix 12- Trading Authorization of the Energy Risk Management Policy. 

Approval for: 

Quantity 

Price 

Timeframe 

Other Comments: 

Approval is valid until: 

(circle one) 

Purchase 
Sale 

Minimum ______ _ 
Maximum -------

Minimum ______ _ 
Maximum -------

Months ______ _ 
Years ______ _ 

Filled ______ _ 
Date ______ _ 

(circle one) 

Nat Gas 
Power 

Total$ Value 
Minimum~$ _____ _ 
Maximum~$ _____ _ 

Signatures Name: ___________ Name: __________ _ 

Title: Title: 
Date: Date: 



APPENDIX X 

Annual LTCR/ARR{rCR/FTR Approval Process 

" "' ~ I ~ 
I 1 I ~ 1 

" j 1, I 1 " 1 

l ' lfAppfO\Iai~~~Onll!e\leJ~ m' I 
11

\ 

1Using historical path values and statistical probabilities to determine the likelihood and extent of unfavorable positions to the TCR/FTR holder 
In the event historical values are unavailable, forecasted values may be substituted 



APPENDIXY 

Monthly ARR[TCR Approval Process 

, '1111', I ''! ''"' ' ' J 1 ",v ' " ' ,~" ~~ 
i 1 ~ I li '8 ; j "-' 0 

, ,, ' Approval,IIB!ecution Eevels , , , 
i J l " l 1 ~I , "~,"' " ~ { 8i( 'j 

t _,l"-, \ i; ~~••''k"-a:t\o'i ,,!'""""~'' \_(], ,d~~ 

VP of Energy Supply 
J Director of Supply Management 

1Using historical path values and statistical probabilities to determine the likelihood and extent of unfavorable positions to the TCR/FTR holder 
In the event historical values are unavailable, forecasted values may be substituted 




