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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 strucfure to support management goals and budget
performance by mitigating energy price volatility and; hence, limiting fluctuations in the
cost of supplying energy to retall customers.

The RMP provides an organizational structure for effectively assessing and managing
risk associated with the Company’s natural gas supply for fuel, commaodity 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 wili 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.



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/CQO - 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:

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

Non-Voting Internail Control Members:
President and CEO (see exceptions at Appendix 12)
Director of Internal Audit
Manager of Fuel & Revenue Accounting
Manager of Gas Supply



Manager of Market Operations

Manager of Market Settiements & Systems
Supply Management Specialists (Specialists)
Planning Analyst — Supply Management

RMOC RESPONSIBILITIES

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

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 LTCR/ARRI/TCR/FTR 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 / 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 helieves 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

"Risk Management Cycle
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- COMPANY/CUSTOMER EXPOSURE

Evaluate Performance

Effective September 1, 2008, the electric segment was granted a fuel adjustment clause

(FAC) for its Missouri customers.

The FAC 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
commoadity or fransmission congestion instrument.

¢ Volume Risk - Supply or demand deviation from forecast (for example, the risk of
not having enough or having tco 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 credit/counterparty 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 maijor credit rating services and an evaluation of the
company’s ability to financially meet its chligations tc the Company. Typical sources cf
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 Credit'. 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 / Procedures Policy, establishing limits and
creditworthiness monitoring will be done independent of the trading function and wilt 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.

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 (FAC) for recoveryfrefund of 95% of prudent fuel expenses versus a
base rate established in rate case ER-2008-0093 and any future rate cases.

! Appendix X Article 7; SPP Credit Policy



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 wilt 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. shouid 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:

e Hedge a minimum of 50% of year one’s expected gas usage.
» Hedge up to 50% of year two’s expected gas usage.
e 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.

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 inciuding 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 815-10-156 (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 / 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 Insfrument - 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 coniractual 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
setflement 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,
1x16, etc. (Use of these instruments in a manner that preciudes them from falling
under hedge accounting treatment is prohibited.)

LTCR/ARRITCR/FTR - 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 LTCRs 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 seif-convert/self-schedule the ARRs into
TCR/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 settiement 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 andfor 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 / 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 simuitaneous (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



e 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, :

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 evaiuation.

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

e 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:

e 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 inciuded 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 Reporis|SMG, MFA, RMOC  {Monthly & Quarter-end SMG

ADMIS Account |y pea Daily - Others RMI
Statements via email

RMOC Meeting RMOC As soon as possible after RMOC  [RMOC

Minutes meeting (6-7 business days) Secretary
Counterparty Credit SMG (Reviewed
Exposure Report RMOC, SMG, MFA  |Weekly by MFA)
Congestion Position |\ oy smc Monthly (Post auction) SMG

Report

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.

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.

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.

DUTIES AND WORK FLOW

Appendices are listed as follows:

® & & & & 4 & & & * s =

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

January 10, 2011

Services You Count On



I: 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 / or sales. This Credit
Risk/Procedures Policy will govern any energy transactions relating to natural gas and /
or purchased power conducted by the Company.

II: POLICY OVERVIEW

In general, all energy suppliers and / 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.

Manager of Fuel 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 / or derivative
products, see On-Going Financial/Credit Strength Monitoring Procedures section
below

* Qversee the development and administration of systems necessary to support
the above activities

e Monitoring trade activity with each counterparty

s 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:

o Keeping abreast of market trade talk and communicate knowledge to the Fuel
Accounting Manager
o 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 wilt 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 selis 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/COQO-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:
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APPENDIX 3

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:

roker pertaln:ng'to margln “account balances -

o A!ert RMOC when transact[ons_tgken exceed the Ilmxts .
_-,and standards of the RMP.on any dlscrepancmes from th:s :
v -'po]acy as well as any other wregu!anty, which could.

expose the Company to f nanCIaI or, !ega! iiablllty iy

3

Develop and apply accountlng po!lues to physmal and
- financial transactions’ compliant with ASC: 815. (formerly
f' FASB 133) and compllant WIth appllcable'ta X reguiatzons




APPENDIX 4

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)

*Please reference Appendix 6 for a graphical representation of this process

DAILY

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

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

2. Determine Best Strategy within Limits to Achieve Hedging Objective
v’ Within the RMOC approved limits, the SMG will determine the best hedge strategies
to implement in line with objectives.

v’ 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

v’ For an OTC transaction, the prospective counterparty must be crosschecked with
the Approved Counterparty Credit List for credit verification.

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

5. Communicate Order

v" 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 dateftime stamped and
entered into a position tracking report and InstaNext software.

6. Broker Documents and Executes Transaction

v In addition, the broker and the NYMEX floor representatives keep their own trading
tickets to document the transaction.

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

v' Wiitten 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
v’ The SMG crosschecks daily broker Account Statement confirmations against
internal Position Report for accuracy

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

9. Track Positions

v" 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

v 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 vaiue.

MONTHLY AND ON-GOING

1. Reconcile Monthly Account Statements

v’ Finance reconciles broker and/or counterpart statements with internal Position
Report and InstaNext software.

2. Review of Transaction/Reporting

v Ona 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.
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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.



Empira District Electric Company Trade Tizket Mo, BBIGE . .
Internal Trade Transaction Ticket Trade Date wal 2010
Trade Time Caas o
Buy»bel _ Insgument Type utrike Price hiarket
Buy Physical o Juki4 $329:-D OTC. iy
Susiness Linkt Number of Bids S
EDE e Lo Premmm
Locaton Qually Delivery Stant Date Exercise Date
SSCGP - Firgn. ~{-Jan-11 21-Apr- 10
Dadivery End Date Satilement Date

A Felk-11 Reb-at
Prica Type Price Difforontial / Basls Volumetric Quanlly  Ratke QuantityiCth)
Fixad - S e S HS,C’DO

Transnission/Transpoit Charges

Cauntaiparty
Anacdarkoikelty

Enargy Trader:

Enetgy Traders |nitial

Bilan Batkstresser

U B5.205

Scheduling Requirement Sattlem-ant '

B 'Br.ﬁ.ké, GommlSSion | : ‘_ i

MakoMaketPont

General Commants
OneOk offating 5.265, Cono-:.oPhll izps nffering 5. 35 Tena:ska oﬁn:mg

$5 ‘\3 'C-IMA oﬁenn; $a 38

This ransacon complias with the RMOC Policy Policy regarding the purchass and definition of
phys i‘m} contracts. Thus, itis in comptiance with ASC 215-10-15 (fofmerly FASE 132
parggraph 19) and 1RS Reg.£1221{B)2) In meeting nomal purchase nomal sale critedia,
' Tempotay Approval - Naw Countempaity

¢d on Empi's Pisk hlanagement Poliy

Tranuarﬂon Obje.ttve Ba

'lrini;éci on forsard month he:  otAprio

o poshion, as of:
baliz;

Frior o Purchass fperseny Hintmuny After Puichaza porcant)
Perisd Porcent Hadyed Guldelines % Pareant Hadged
Var et o a0 S e
Middle Offica - Risk Management Bob Eilis
Back Ofice - Accounting Bob Efiis
Back Ofice - Tax Accounting Jay Williams This Transaction complies with:

Omdinay Property Chligations

{IRC Bacton 1221 (3)7)
Energy Supply
Risk Management
Tax Accounting

Cristiibution;
identification Requirements
{Treas. Fegs, Section 1. 122i-2e))
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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 InstaNext.

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 InstaNext.

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 InstaNext if necessary.

The following procedures will be adhered to at all times:

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

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

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

+ Original trade tickets and confirmations wili 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

The Emplre District ELECTRIC Company
Gas Position Summary as of September 29, 2006
Celober ‘November | December Qct-Dec Year 2007 Year 2008 Year 2009 Year 2010 Year 2011 §2012 thiu 2013 Met
2006 2006 2006 2006 60% min 40% min 20% min 10% min 0% min 0% min All Yexs

Budget DTh(3) 8,100 0,400 583,500 £92,600 9,700,000 10,640,300 11,103,400 8,796,600 8,766 600 17,593,200 67,322,100
Expected DTh (3) 200,000 200,000, £93,500 993,500 10,363,800 10,640,300 11,103,400 8,875,200 8,875,200, 17,593 200, 66,444,700
Poticy minfmum hedged OTh (2) 129,000 120,000 356,100 586,100 £,218,340] 4,256,120 2220680 887,520 - - 14,178,760
Poiicy maximum hedged OTh 200,000 200,000 593,500 953,500 8,281,120 8,512,240 8,882,720 7,100, 160 - - 33,719,740
Amount Hedged from Upside Volatiity Cth 100,000 170,000 520,000 790,000 7,249,980 4,200,000 3,695,000 3,696,000 3,696,000 2,400,000, 25 827,980

percentage B0% 85% 88% 80% 70%) 40% 33% 42%: 42% 14% 3%
Booxout per physica! Dth, &l positions 7.295 8420 11.150 8.655 £.827 6.635 4.589 4.£02 4 666 7.295) 6.168
Average Cost per Dth hedged 7.295 T.149 6,682 6.860 6561 6.585 5.422 5.422 6.422 7.295 6.153
Net All Positions Marked to Market $ (1) (388,400)]  {(M17.750)]  (581,472)] (1,367,622) (4,123,250) (918,320 2,842,314 2,795,768 2,808,411 (624,703) 1,210,598
PHYSICAL HEDGES
Purchased Dth 100,600 100,000 100,000 300,000 4,569,980 3,100,000 1,656,000 1,695,000 1,696,000 2,400,000 16,447,880
Purchased § 729,500 729,500 72O.E00] 2,188,500 32724285 227515007 10,998400] 10,998,400 | 10,998,400 17,608,000 | 108,167,485
Purchased $/0Th 7.295 7.295 7.295 7.285 7.47¢6] 7338 6,485 6.485 6.485 7.295; 7.002
Market $ 361,100 424 260 533,660 1,318,920 27 006,395 19,650,650 10,626,014 10,600,458 10,800,911 16,683,297 95,466,655
Market $/Dth {on Southem Star Pipeine) 3814 4.243 5.335 4,396 5,922 6.339 5.265 5,250 6.251 6.951 6,246
Gainv{Loss) versus current market (368,400} (3052403 (195,940}  (889,580)  (5717.880)  (3.100,850) (372,386) (397,932) (397,489}, (824,703)  (11,680,830)
FINANCIAL HEDGES
SvapiFutures Dih Puschased Q - 350,000 350,000 2,400,000 1,200,060 2,000,000 2,000,000 2,600,000, - 9,959,000
Net Cost, $mh 0.000] 0.000 5.643] 5.111 4779 4.635 4.520 4.520 4.520 0.000) 4.617
Market $/T2th {at Swap lecation) 0.040 0.000, 4.897 4.358 §.700 6.454 6.127 6.117 8.422 0.000 5.994
Swap Setfement - Receipl / {Payment) - (2.610) (260,932) (263,542) 2,214,181 2,182,530 3,214,700 3,193,700 3,203,200 - 13,742,488
Swap/Futures Dth Sold or Setite - - - - - - - - - - -
Net Cost, $idth 0.000) 0.060 0.000 0.000 0,000 0.000 0.009 0.060 0.090] 0.000
Market $/Dth (at Swap lecation) 0.000 8,000 0.000 0.000 0.000 0.000 0.000 0.000 0.600 0.000
Swap Selllement - Receipt/ (Payment) - - B - - - - - - - -
Call Dth (Buy a Cally . - 70,000 70,000 140,000 280,000 - - - - - 430,000
Call Strike $/Oth 0.000 9.600, 11.000 10.300 11.624 0.000 0.000 0.600 0.600: 0.000 11,193
Market $/Dth (at Heary Hub or Swap location) 0.000 66820 7.345 6.483 7.818 0.000 0.000 0.000 0.000 0.000, 1.396
Cost of Call $/Dth 0,600 1570 1.780 1.675 2.126 0.000 0.000 0.000 0.000 0.000) 1979
Value § of Call Position - B - - - - - - - - 4]
{Cost) § of Czd Position - {109,800) {124,600) {234,500) (616,540) . - - - - (851,049)




Empie DItk GAS Gompany

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

G335 Poston Summaiy as of Septemter 23, 2066
Bagnrirg Qctober Rovember | Decamber January Februzry March Aprl May M Sy Algust Seplember Net Wiy
Slerage 2005 G005 2006 AT 2007 2007 2007 2007 2007 2007 2007 2097 12 Nonts Sezzon

Tarif Budz DTh(3) 235,187 639,351 971,444 1,052,152 £26,794 634,05 335 237, 165,41 135,604 126,90 123052 118 546 5415163 4,153,755
Tari¥f Erpecied DTh(3) 235,187 £30,351 971,444 1,052,152 826,734 654,05kl 335237, 165, 41€ 133,804 125,20 12353 118, 54E; 5,415,163 4,153,794

Slerage Acthoty DTH 12} - ~47 1) -347,130) -347,130i ~347,134 -347,130 - - - - - - -1,735,652] -1735652
Mt Requremerd DTh 235,187| 92224 624314 15022, 479,664, 308 g2%; 335,237 168,41 155,604 128,505, 423 2658 318,548 3673511 2418147
Amotrt Hedged Dth 23,670 £07, 430 £87,133 127,433 £37.142) 07,135 = - - - - - 3250348 3,015.67€

peroziage 500% T9%! %! 63% T1%| Tey, o4 o 0% 04 o5 a4 0% T3%)
Averags Cost p2r Dth hedged 3.693) 6855 7,553 T804 T7.505 1229 0.000 0.000 .00 0.0004 0.000] 0.CON 7.987 TATT
tiat A Postons Marked to Market 5 (1) 4135 {334,740 {742,153 {511,776} (511,743} {339.533) - - - - - 12.652705) (2 £55,2+0j)

Avg ol net of Bass =>> 7.313

STORAGE Balances (end-cimont ¢s5mazte} (5)
S Star Swrage Dt 752,169 752 159 €09 655 4571451 324625 182,102 38,854 33,584 59559 39,5&‘5" 32,554 39,58 29,555
S Star Stvage § 5,169,537
§ Star Storage (fag) S0Th 6873
PEPL &torage Cth 709.195 709,155 574,821 £30,447 05,074 174,700 37376 T ne 37,326 37326 7,38 726 37,326
PEPL Sterzge § 4 BAT 2€E|
FEFL Sorege (Avg) $0Th 5.63E
ANR Strege DA 370,69 270,693 o L 230,754 169,833 £9,747 19,5408 19,5104 19.91C 12,510 15,510 19.54¢ 18,5103
ANR Storags § 2,445 288
AN Storasa [Avg) £DTh 6651
Total Storage Onh 1,332,017 1832077 14840471 1137815 TEQE5 443555 £3425 95,425 ©6,423 6415 93425 95,425 £5,425
Total Storage § 12,482,053
Total Sitags (Avg) STt 5813
Target Balerwe (5% of C2p) 1,910,653
percert of Targat 6% 9% 8% 60% % 234 54 55 5%, 5% 5% 4 5%
PHYSCAL PROCURED
Purchasad Dth 234 570 100,000 210.003 220,002 160,012 100,002 [C - - - - - 1,025,655 780.02€
Purchassd § 515,487 619,100 1.654.057; 1,707,612 1,202 4931 740,737 [ - - - - - 6.670,102 5,624,615
Purchzszd 80OTh 3.E03] 8.4 T.403 7.164 1.5t 7407 .00 Q.00 3.000| 0000 9.00H 0.000; 6.509 1.373
FINANGIAL HEDGES
SwapFutures Dth Purchased - 60,000 130,0004 160,06 £9,000/ 50,000 & - - - - - 450,000 480,000
Tiat Cexd, 80th 0.000] 2235 977 10.470¢ 10.483; 10229 0.000 0,000} 0.000 Q.00 0.000] 0. 9.997 9.997)




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 InstaNext
accounting software by the Manager of Fuel Accounting. The resuiting 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.

I 141 5%, faciesrm v, » Saite {n5A

/“\DM o, Hhaios edzdt

SIATTWENT DATE: FE3X 23, 2011
ACCOUNT  NUMBER: 312 15411
SALESHAY ¥NUXZT¥R: 311 RM21

INTIODO0CED BY: RISE MANAGEMENT ING
(3112)373-8250

THE EXPIRR DISYRICT BLECTRIC CO- 1F YU BAVE ANY QUESTIONS OR ISSUES
ELECTRIC REIAENING YOUR STATEMENT THAT YOU

FO BOX 127 ARE TNARLE 70 HEJOLVE WITH YOUR BROIER,
JOPLIN MO £4801 PLEASE CONTACT ATHIZ (USIOMER SERVICE AT

1/800/654-0461 or 3:2/242-7200.
ATIN XRESTIN BJORNSSON

* & ¥ & & * ¥ ¥ t + YOUR ACTIVITY THIS MOKTHE + & # % & & 4 + % & & & =

DATT LONG/BUT SHRY/SELL DESCRIPTION . Rl ) FRICE/LEGND ¢ DERIT CAZDIT
271571 WIRE TAANSPER REC ©  -° NIRERFC TS 24,700,008
HIRE mxsr;n_ P.IC!I‘JED s s
2/1%7% 21 SEF L1 MATPAL GAS o PEE/CONM Y 197,87
GLOBEX TRADER
2/137% WIRE TRAMSFER REC ) WIRERES T3 43,775.00

WIRE TRAMSFER ARECZIVED

BA R 2+ s bk ke s POSTITIORSE IH YOUOUR ACUOBEET # 0% 6 d &3 4 8 8 & 0 04443+

271773 21 SEP 11 MATURAL GRS c 1.200 beid 15,750.09
21+ OPEN TRADR EQUITY - - 4.27% 15,759,090
AVERASE SHOKT: €., 2000¢ B B
s/e8/s 31 JAM 17 NATURAL GAS < 7.]3§ o3 6B9,750.90
1+ 0PEN IRADK EQUITY 4.905 : 5B3,750.304
AVERAGE LO¥G: .- 1.33%00
270878 42 JUL 12 BATUSAL GAS < £.530 us 760,800.00
4q= OFEN TFADE EQUITY 4.738 T60,800.90%
AVERAGE LONG: §.€5000 -
8iG67% 40 AUG 11 MATURAL GAY c AL74D o3 T16,R00.00
44 . OFEN TRADE EQOZITY 4.318 736,300.90%
AVERAGE LOXGI 6.75000
s/foasy ar DR 12 MATURAL QAS C 7.0B0 s 555,470,900
3Ev CPEY TRADE EQUITY 5.243 $%%,470.00+
AVEXASL LOSGH 708000
451649 E2 S JUL 14 NATOFAL QA5 < £.080 vs 214,07¢.90
PN OFE¥ TPADE EQUITY 5,381 115,076.20*
T AVERASE LO¥I: §.08000
4/16/a 3% ATG 14 NAYUIAL GAS [+ 6,130 uvs 225,920.0Q
31 QPEN TRADE BJUITY 5.41% 226,920,200
AVERASE LONG: 6.15000

ees SEG USD ass

L. DEQIRNIY] ACCT EALANCE 3,877,587, 45
2. Pl AND CASH AT7IVITY 68, 087.13
3. EMDINF ACCT BALANCE 3,945,675,03
4. NET FUTURES PEL 327.87-
£. FOT OPEX IPADE RQUITY 3,255.568.00-
. ACCT WALLUE AT MARERY 690,115,09
11, CONVERTZD AUCT VALOR TS 490,115.09

ADN INVESTOR SERVICES, INC. & whn'ly Gvieed muibs
RCES O COECTIONS RAEATILY. YOUH FATLRE {0 MVEDMATELY THERL
1T THAT Thirs STATEVE! QRPEGT AND RAFED
R

D Y




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.

(circle one) (circle cne)
Approval for: Purchase Nat Gas
Sale Power
Quantity Minimum
Maximum
Price Minimum
Maximum
Timeframe Months
Years
Total $ Value
Minimum $ -
Maximum $ -
Other Comments:
Approval is valid until: Filled
Date
Signatures Name: Name:
Title: Title:

Date: Date:




APPENDIX X
Annual LTCR/ARR/TCR/FTR Approval Process

i Present congesticn management
Jstrategy to RMOC for approval

/| Execute approved strategy for LTCR/ARR
nomination/surrender & TCR auction rounds 1-3

| VP of Energy Supply
Director of Supply Management

Both

Document & propose deviations from Y i
approved strategy due to expected or :L:eve[-B | Manager of Market Systems & Settlements

trate ) : ; -
actual nomination or auction results Manager of Market Operations
that limit effectiveness of the strategy

awer

.iec‘ nlevel-3

Approve devigtions from RMOC
approved plan

| Execute approved deviations from
RMOC approved plan

Present results of nomination and auction,
including any deviations from plan, to
RMOC in congestion management report

Execition everid

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



APPENDIX Y
Monthly ARR/TCR Approval Process

Continue with congestion management
strategy approved by RMOC

i| vpof Energy Supply
— Director of Supply Management

Execute approved sirategy Tor monthly
nominations and auctions

Execution Level Wanager of Market Systems & Settlements ‘]

r~anager of Market Operations

Document & propose deviations from

approved strategy dueto expected or

actual nomination or auction results
that limit effectiveness of the strategy

Approve deviations from RMOC
approved plan

Execute approved devlations from
RMOC approved plan

|| Present results of nomination and auction,
Inciuding any deviations from pian, to RMOC
In congestion management report

tianLev [

using historical path values and statistical probabilitles 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





