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testimony are true and correct to the best of my knowledge and belief. 

John S. Riley, C.P.A. 
Public Utility Accountant 111 

Subscribed and sworn to me this 191h day of May 2017 . 

.eRE tiE A BUCI<MAN 
My Coomlssloo Expj«ls 

Augus123, 2017 
CoiG Colvlty 

Coovnls&loo 113754037 

My Commission expires August 23, 2017. 

L .~) . 
( ~ ~-~ ' (',\., \ .">~ , ,....~~ ·~o. .... l'-v-

Je(<\ne A. Buckman 
Nolkry Public 

I : 

-t''' ·,J,l ,-. tJ ~ ~" . .t-'V r< • ,__.._..... .. ----.. .,.- . 
I I I I l ~- . . " l 

I ~ '.1 1\ I ........ - .... .-~ .. 
....... ...-.·---- • r' ' t 

~ --.... " ... ~J • ' \.} I t ---- - __ ..,.. .. _ 



: \ 

TABLE OF CONTENTS 

Testimony 

Introduction 

Recommendation and Summary ofTestimony 

Serious Doubt 

Page 

2 

5 



1 

2 Q. 

3 A. 

4 Q. 

5 A. 

6 

7 Q. 

8 A. 

9 

10 Q. 

11 A. 

12 

13 

14 

15 

16 

17 

DIRECT TESTIMONY 

OF 

JOII!'I S. RILEY 

THE EMPIRE DISTRICT ELECTRIC COMPANY 

CASE NO. E0-2017-0065 

INTRODUCTION 

Please state your name and business address. 

JohnS. Riley, PO Box 2230, Jefferson City, Missouri 65102. 

By whom are you employed and in what capacity? 

I am employed by the Missouri Office of the Public Counsel ("OPC") as a Public Utility 

Accountant III. 

Please describe your educational background. 

I camcd a B.S. in Business Administration with a major in Accmmting from Missouri State 

University. 

Please describe your professional work experience. 

I was employed by the OPC from 1987 to 1990 as a Public Utility Accountant. In this 

capacity I participated in rate cases and other regulatmy proceedings before the Public 

Service Commission ("Commission"). From 1994 to 2000 I was employed as an auditor 

with the Missouri Department of Revenue. I was employed as an Accounting Specialist 

with the Office of the State Court Administrator until 2013. In 2013, I accepted a position 

as the Court Administrator for the 19th Judicial Circuit until April, 2016 when I joined the 

OPC. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Are you a Certified Public Accountant ("CPA") licensed in the State of Missouri? 

Yes. I am also a member of the Institute of Internal Auditors ("ITA") 

Have you previously filed testimony before the Missouri Public Service Commission 

("Commission" or "PSC")? 

Yes I have. 

RECOMMENDATION AND SUMMARY OF TESTIMONY 

What is the purpose of your direct testimony? 

The purpose of my testimony is to demonstrate that Empire District Electric Company's 

("Empire" or "Company'') hedging policies and practices are impmdent and have harmed 

ratepayers by subjecting them to substantial and unnecessary hedging losses during the 18 

month prudence review timeframe. 

Does OPC have a recommendation for the Commission? 

Yes. OPC recommends the Commission find Empire's hedging policy impmdent for the 

time period of March 2015 through August 2016 and order Empire to return to its 

customers, $13,104,811.18 1 along with interest in the first FAC rate change following the 

effective date of the Commission's order in this case. 

How should the Commission judge the Company's conduct? 

The Commission's pmdence standard described below has been in place now for over 20 

years. 

[A] utility's costs are presumed to be prudently incuiTed ... However, the 
presumption does not survive "a showing of inefficiency or 

1 Total calculations were $16,785,521.65 prior to Missourijmisdictional and FAC 
allocations. 
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Q. 

A. 

Q. 

A. 

improvidence." ... [W]here some otherpmticipant in the proceeding creates 
a serious doubt as to the prudence of an expenditure, then the applicant has 
the burden of dispelling these doubts and proving the questioned 
expenditure to have been pmdent .... 

... [T]he company's conduct should be judged by asking whether the 
conduct was reasonable at the time, under all the circumstances, 
considering that the company had to solve its problem prospectively rather 
than in reliance on hindsight. In effect, our responsibility is to determine 
how reasonable people would have perfonned the tasks that confronted the 
company.2 

The key take-away from this quote is that the Company's fi1el hedging practices must have 

been "reasonable" and must be judged "prospectively" based on circumstances at the time. 

Why are these important considerations? 

The prudence standard really comes down to detennining what course of action should a 

utility adopt that affects its fi1ture operation and its customers, when it takes into 

consideration all the facts available at the time. OPC's evidence will show that given the 

facts that were known or should have been known by Empire at that time, a reasonable 

utility would not have engaged in the hedging practices that caused heavy monetmy losses 

in Empire's natural gas purchases. 

OPC witness Charles Hyneman states in his testimony that the first standard to be met 

in a prudence audit case is serious doubt of prudence. Would you summarize what 

raises serious doubt regarding the prudence of Empire's hedging costs in the prudence 

audit period in this case? 

First, the natural gas market has not been advantageous for electric utility natural gas 

hedging for several years and is expected to continue this way for quite a while longer. 

2 State ex rei. Associated Natural Gas Co. v. Public Service Commission of State 
of Missouri, 954 S.W.2d 520, 528-529 (Mo. Ct. App. 1997). 
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Q. 

A. 

Secondly, Empire's rigid hedging policy resulted in ratepayers paying $13 .I million more in 

fuel costs during the audit period than they would have paid if Empire did not engage in 

natural gas hedging activities. Finally, as outlined in OPC witness Hyneman's direct 

testimony, the prudency of nahtral gas hedging has been addressed in other states at least as 

far back as 2010. 

Recently, the Kenhtcky Public Service Coll1ll1ission ("PSC") denied a request of Columbia 

Gas of Kentucky and Atmos Energy Corporation to continue their gas cost hedging 

programs. In ending the practice, Kentucky PSC found that current conditions and the 

outlook for fuhtre natural gas supplies and prices are sufficiently different Jl"om those in 

2001 and therefore dispel concerns regarding the potential adverse impact of price volatility 

on customers' bills? The Kentucky PSC ended the utilities' hedging programs, finding that 

continued low and stable gas prices obviate the need for hedging and that it is no longer 

reasonable to customers. 

Additionally, KCP&L - Greater Missouri Operations Company ("GMO") agreed in its 

recent rate case to discontinue its hedging practices. And lastly, the Kansas Corporation 

Commission does not allow Empire to recover hedging costs from Empire's Kansas 

customers. 

Please summarize why Empire's hedging is imprudent. 

At the time natural gas purchasing decisions were made for the time period of this pmdence 

audit, Empire's hedging policy was inflexible and was not responsive to the low cost natural 

gas forecasts provided by the U.S Energy Information Administration ("EIA'') and 

consultants hired by Empire to provide natural gas forecasts specifically for Empire. 

Because hedging costs were included in the FAC, Empire experienced very little, if any, 

harm from these practices. Its rigid policy resulted in over $13 million of costs being 

charged to its customers in just this one FAC audit period. 

Enerknol Research Dec. 2!,20!5 "Regulators Reconsider Utility Hedging Policies Given Shifts 
In Natural Gas Flow 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

SERIOUS DOUBT 

Would you characterize the market for natural gas during the prudence review 

period? 

During the audit period, spot market natural gas prices were the lowest they had been in this 

centmy. 

You have stated that it is important to know what decisions were based on to 

determine prudence. Would you describe the natural gas market prior to this audit 

period? 

From 2004 through 2009, the average price of natural gas never fell below $5 MMBtu.4 

From Febmary of20l0 through today, the average price of natural gas went above $5 for 

only one month in the entire seven years. That one month was the "Polar Vortex" of 

Febmary 2014 where the spot price on the Henry Hub reached $6 but fell $1.10 the 

following month. The average price was in a steady decline that very cold winter until it 

hit a bottom of$1.73 MMBtn in April, 2016. 

What type of hedging is prudent in an environment with dropping or stable prices? 

As prices are falling or staying fairly constant, typical utility hedging is an expensive 

proposition with little or no benefit. If a company is hedging just because a certain 

volume level dictates (as is the case with Empire), then it would be much more likely that 

the price paid for the derivative or forward contract will be higher than the spot price on 

the current open market. If prices go down or stay close to the same when the contract 

comes due, then ratepayers will have paid more for the future natnral gas purchase than 

the going market price. Unless a company is betting on the price of natnral gas going 

down, there really isn't any hedging that is suitable for this pricing enviromnent. 

4 Prices bases on the Monthly average at the Henry Hub terminal listed on the 
U.S. Energy Information Administration ("EIA") website. 
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Q. 

A. 

Generally speaking, the market behavior since 20 II has not supported hedging natural 

gas to protect against price spikes in the price of natural gas. 

Was Empire aware of this declining price market? 

Yes. Declining natural gas prices were evident several years before the March 2015 

through August 2016 prudence review period when Empire was making decisions 

impacting this prudence audit period. 

As I stated previously, natural gas prices have been on a downward trend since the last 

price spike in 2008. That was when the convergence of several economic and weather 

related factors forced natural gas to peak at nearly $13/MMBtu. This prompted oil 

companies to drill more wells causing supply to outpace demand. Empire officials 

acknowledged the downward price trend when it responded on July 3, 2013, well before 

this prudence audit peJiod, to Staff questions in Docket No. EW-2013-0101: Working 

Docket to Address the Hedging Practices of Electric Utilities Used to Mitigate the Rising 

Costs of Fuel: 

Staff Question 12: How have changes in the natural gas market since 
2009 affected the benefits, for both utilities and their customers, of 
hedging natural gas? .... 

Empire's Response: As the natural gas prices have declined, both Empire 
and its customers have benefitted fi·om the price declines - the customers 
through lower electric bills, and Empire through a lower overall revenue 
requirement. In addition to the lower fuel costs for Empire and its 
customers, the decline in natural gas prices has resulted in lower spot 
power prices, which have also been flowed through the FAC to the benefit 
of Empire's Customers. 

The price decline accelerated since the "Polar Vortex" of February of 2014 as more and 

more natural gas entered the market. Attached as JSR-D-1 is a summary page of 

historical natural gas prices published by the U.S. Energy Information Administration 
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("EIA"). The EIA gathers infom1ation on most fuels consumed in the U.S. They publish 

weekly reports on many changes in commodity statistics. 

Among other statistics, the EIA repmts on fuel prices, number of oil rigs in production, 

weather expectations, coal shipped, and their expectations concerning short and medium 

term prices of these tracked commodities. There is one compelling data point that the 

EIA tracks every week that plays a significant role in whether gas prices will stay low -

and that is the weekly natural gas storage repmt. This is a report of the eun-ent level of 

natural gas in storage across the country. There is a strong correlation between natural 

gas prices and the five year average in natural gas storage. A recent article by the 

investment infom1ation technology company Market Realist explained why natural gas 

prices have been low for an extended period of time. One take away from the analysis is 

quoted below: 

Natural gas prices are impacted by the spread between the natural gas 
inventories and their five-year average. Over the last ten years, whenever 
natural gas inventories have been higher than their five-year average, 
prices have fallen. 

In contrast, between December 2013 and April 2014, when inventmy 
levels fell short of the five-year average by the highest amount in the past 
ten years, natural gas prices rose to $6.14 per million British Thermal 
units. 

The downturn in natural gas prices since June 2008 could be linked to 
higher inventories compared to the five-year average5 

It is interesting to note that the 2016 injection season began in April with record-high start of 

the season natural gas storage levels and ended in October with an end-of-month record. 

Natural gas storage levels reached an all-time high in November.6 Average monthly prices 

5 Robert Scott, Analyzing Natural Gas Inventories and Prices - Market Realist p. 
4 of 9, http://marketrealist.com/20 17 /03/markets-strong-natural-gas-lagging/, 
6 EIA article "Underground Natural Gas Working Storage Capacity" April3, 
2017 
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Q. 

A. 

Q. 

A. 

for natural gas in 2016 were the lowest in this century. The Market Realist also pointed out 

that nahnal gas inventories fell below their five-year average in December 2016 for the first 

time in 19 months and the average price rose above $3 for the first time in over two years. 

Can inventory levels predict the price of natural gas? 

No. Inventory levels cannot predict prices but they can give an indication that so long as 

there is record or near record storage levels, price spikes are suppressed. But high invcntmy 

levels by themselves will not keep market prices from rising and falling. It is not tmusual, 

and in fact, generally expected that natural gas prices rise and fall throughout the year due to 

weather and expected customer usage patterns. More and more electric utilities have turned 

to nah1ral gas generation plants to replace coal-fired systems and the majority of peaking 

capacity is natural gas fired. Consequently, the months of July and August see higher 

nahlral gas prices, as do the peak winter months. Prices tend to be lower in the Fall and 

Spring. There is no surp1ise in this market behavior. 

Is this annual expected rise and fall of natural gas prices evidence of a need for 

extensive hedging? 

No. If you look at the annual gas prices from2000 through 2010, you find that the average 

annual price for that timeframe was $5.69. From 2011 through 2016 the average allllual 

price was $3.33. That is a 41.47% drop in price. As pointed out earlier in this testimony, the 

high volatility and upward pricing pressure has not existed since 2008 and so long as the 

natural gas market continues to bump up against record storage levels this excess capacity 

can absorb sudden demand needs and we can expect prices to remain subdued with little 

chance of spiking anytime soon. 

Attempting to hedge prices in this type of market envirolllllent has no benefit that is worth 

the financial risk to the customer. The market prior to the prudence audit period was not 

demonstrating any risk that needed to be addressed through costly hedging. Pricing forward 
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contracts, swaps and futures at 30% over then cunent market prices may help a company 

predict its future natural gas budget, but it certainly wasn't helping the ratepayer. 

3 Q. You have stated Empire's hedging policy is rigid. What is your understanding of the 

4 

5 A. 
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Company's policies governing hedging? 

Empire has in place an Energy Risk Management Policy, which is attached as JSR-D-2 that 

provides the rules and guidelines that govern the Company's actions in managing their 

power and natural gas commodity risk. It has had this policy in place, mostly unchanged, 

since 200 I. By all indications, the Company has strictly adhered to these guidelines since 

they were developed in 200 I. 

Would yon summarize the Company's hedging practices? 

Essentially, the company places natural gas hedging transactions based on a percentage of 

their expected natural gas volume needs for a given timeframe. TI1eir hedging is based on 

volume need, not price risk. The Commission's Staff quoted from the hedging strategy 

section of the Company's Energy Risk Management Policy manual and included it in its 

prudence repmt in this case. It is important to display it here again so the Connnission can 

understand how inflexible and costly this practice has been. 

Very telling in this section of its Risk Management repmt is that Empire begins its hedging 

strategy section with a description of its F AC which includes the detail that hedging costs 

are included in its F AC. 

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 I, 2008 
regulators granted a fuel adjustment clause (FAC) 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. 
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The Missouri F AC allows Empire to recover 95% of under-recovered prudent 
fuel expenses and return to customers 95% of any over-recovered pmdent 
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 ARRITCR/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. · 

Empire's strategy description then describes that the focus of Empire's hedging strategy is 

to address volatility of prices to provide for predictable fuel and purchased power costs for 

Empire over a multi-year period and to allow for management of the Company's risk 

positions. 

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 r·isk positions. 

Next in its strategy, Empire provides the objectives of the strategy. Again the strategy 

focuses on mitigating impacts and being able to estimate fuel costs. This is the only time 

minimization of cost is mentioned and then it is tempered with minimization of volatility: 

** 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. 

10 
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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. ** 

While the next section has a heading that suggests it will now provide an overview of its 

"hedging targets" it in fact describes how an expected natural gas bum will be determined. 

An overview of the electtic 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 p•·ices), the SMG shall assess the electric 
segment's system to establish a new "expected" gas burn for market 
participation. ** 

The hedging strategy then desc1ibes the hedging tools that may be used by Empire. 

** 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. ** 

Finally Empire lays out its hedging targets. 
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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 bum 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 bums 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. ** 

The only mention of Empire's customers is contained in this section of the hedging strategy. 

This section states the "intention" of the strategy is to protect ihe customcrs.fimn volatility in 

the marketplace. There is no mention of minimization of costs for the customers in 

Empire's hedging strategy nor the mention of the only valid purpose of an electric utility 

hedging program - to protect against natural gas price spikes. When minimization of costs 

is mentioned earlier in the hedging strategy, it is clear that it is referring to minimizing costs 

to the clecttic segment of Empire. 
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1 Q. Wouldn't that minimize costs to the customer too? 

2 A. Not necessarily. Because of the FAC, minimizing the cost to the electric segment of Empire 

is done by minimizing the difference between the actual natural gas cost and the natural gas 

costs included in Empire's base electric utility rates. 
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Q. 

A. 

Why does the Company base its hedging strategy on volume as opposed to natural 

gas market risks? 

Empire started hedging natural gas long before the Commission addressed hedging to 

mitigate upward natural gas price spikes for Missouri's gas companies. 7 Empire was 

attempting to combat regulatory lag and provide price certainty. Its Energy Risk 

Management Policy dated August 21, 2003 and quoted below provides a different 

opening paragraph to its Hedge Strategy section than the current, January 14, 2015 

written policy: 

2003: 

** "EDE's Missouri and Kansas retail rates are not subject to a fuel cost 
adjustment clause. As such, the only time EDE's rates are adjusted for 
changes in fuel costs is during a rate proceeding. The regulatory 
schedule for a rate proceeding in Missouri requires 11 months from the 
date of filing before new rates come into effect. Adding preparation time 
for a rate case, this period could stretch to 12 or 13 months. This 
regulatory schedule combined with the volatility of natural gas 
necessitates that EDE focus on procuring fuel over periods longer than 
18 months to help prevent EDE's revenues from lagging its costs .... 

EDE'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 EDE to manage its risk positions." ** 

7 4 CSR 240-40.018 Natural Gas Price Volatility Mitigation(l)(A)originally filed 
May, 2003 also 4 CSR 240-20.090 Electric Utility Fuel and Purchased Power cost 
Recovery Mechanisms filed June, 2006 

13 
HC 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Direct Testimony of 
John S. Riley 
Case No. E0-2017-0065 

Q. 

A. 

Q. 

A. 

In 2003, the Company hedged for regulatory lag and price certainty to help manage its risks. 

Empire was not focused on protecting the ratepayer Jl"om pticc spikes, rather it was focused 

on what it could recover in a rate case given regulatmy lag. Now that the Company has a 

FAC, these opening paragraphs have been replaced with a description of the FAC but 

nothing within the policy is different8 As Mr. Blake Mertens, Vice President of Energy 

Supply and Delivery Operations for Empire Electric attest to in his surrebuttal in Case No. 

ER-2016-0023: 

Does Empire have a comprehensive hedging policy in place? 

Yes. Empire first implemented its Energy Risk Management Policy ("RMP") in 2001. 

While slight modifications have been made throughout the years largely to update 

organizational or nomenclature changes, the most substantive of which was prior to the 

SPP IM going live to reflect changes in daily processes and reflect transmission 

congestion rights procurement practices, our natural gas hedging policy and practices 

have remained consistent.9 

How is Empire having the same policy concerning natural gas purchases for over 

the past 16 years imprudent? 

The question of prudency comes in when it is realized that the Company has not changed 

its business policies or its practices regarding hedging while the regulatory environment 

and natural gas volatility and prices have changed significantly. The Company now has 

an FAC. Gas prices and volatility are at lows and are predicted to stay low for several 

more years. The Southwest Power Pool ("SPP") has initiated the Integrated Market in 

2014 garnering a mention in the opening paragraphs of the hedging strategy, yet the 

Company keeps plowing ahead with the same hedging strategy when it should have 

stepped back and reviewed the business climate and natural gas forecasts. As the 

Commission points out within the prudence standard: "our responsibility is to 

8 Please review the Hedging Strategy Section quoted on page 7 of this testimony 
9 Mertens surrebuttal, page 2, first question 
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Q. 

A. 

determine how reasonable people would have performed the tasks that confronted 

the company"10 (emphasis added) 

The facts show that, due to the Company's inflexible and unreasonable hedging strategy 

that resulted in millions of dollars in excessive natural gas costs, Empire conducted its 

natural gas purchases in an imprudent way. Given the fact that Empire's 2003 hedging 

strategy was to defeat regulatory lag, a reasonable person would never had made those 

transactions if they had not had the ratepayer as their backstop when predictions showed 

lower gas prices in the future. 

How can the OPC make this argument when the Company has been adhering to this 

policy for 16 years? 

First of all, the Company never initiated this policy to save the ratepayer any money. It 

did not begin hedging to prevent ratepayer shock; pain or to protect the ratepayer from 

gas cost volatility. As I pointed out before, Empire implemented this policy (200 1) prior 

to the Commission formalizing concerns about price spikes (2003) and when Empire was 

allowed an FAC (2008). The Company policy has never changed and its hedging 

practices have never changed. ** Empire consistently, hedged 10% of year four 

expected burn. 20% of year three burn, 40% of year two burn and 60% of year one 

expected burn. ** If a company like Empire is hedging greater than ** 60% ** of its 

gas needs then its hedging program is a budgeting forecaster, not a price spike mitigator. 

Secondly, without highly volatile natural gas prices, this method of hedging becomes 

very transparent for its simplicity and cost to the ratepayer. When the hedging strategy 

section of the RMP is reviewed it is clear that this hedging method is a "lock and leave" 

approach where there is no real strategy and no loss limits or market considerations to 

10 Quote from page 2 of this testimony. State ex ref. Associated Natural Gas Co. 
v. Public Service Commission of State of Pt!issouri, Western District Comt of 
Appeals summarization 
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Q. 

A. 

guide the decision making. The policy is non-discretionary and should be considered 

impmdent on its execution alone. 

Could you explain the "lock and leave" strategy? 

In the case of Empire's policy, the company has a predetermined minimum percentage of 

its expected volume that it will hedge. As this portion of its Hedging Strategy section 

illustrates: 

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 hvo 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 cunent year we should have a minimum of 60% 
of the next years projected gas bum hedged.) ** 

Empire's policy is to hedge four years ahead for any given period by hedging a set 

amount of volume for years 1, 2, 3 and 4. As these instmctions point out, the prescribed 

percentages should be transacted by the year end. After reviewing its records I have 

found that the Company practice is to lock in purchases for year one much earlier than 

year end. There are no considerations other than volume and no instmctions for adverse 

market conditions, budgets or losses. There is flexibility to hedge more volume but not 

less so at least the minimum amount is locked in and left in place to accept the prevailing 

market conditions. The problem is that the market conditions, that may have been 

favorable for hedging when this policy was first set in place in 2001, were not favorable 

16 
HC 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Direct Testimony of 
John S. Riley 
Case No. E0-2017-0065 

Q. 

A 

for this kind of programmatic hedging once the market settled and piices began declining. 

The results became even more exasperated by purchasing years in advance. 

Empire's hedging strategy seems pretty straight forward and they have been 

executing this strategy for 16 years. What specifically makes this an imprudent 

practice? 

A finding of imprudence is due to the combination of natural gas price decline with 

extremely long range (four years or greater) gas purchases at piices well above current 

and forecasted prices. As I pointed out earlier in testimony, prices have been declining 

for years and the major factor for this is the increased production causing ncar record 

storage. MeiTiam Webster's Dictionary defines imprudent as "not prudent: lacking 

discretion, wisdom, or good judgment, an imprudent investor"1 1 

Empire recognized that prices were declining at least as early as 200912 yet it was still 

placing hedges 18-36 months in advance. In a prime example of the Company's lock and 

leave hedging strategy: in December of 2011, Empire hedged over ** 1 million 

Dekatherm ("Dth") (11% of expected volume) to be delivered in 2015 at $5.44 

lVIJ.'VIBtu. ** (see Schedule JSR-D-3). I am mindful that the prudence standard imposes 

" ... reasonable at the time, under all the circumstances, considering that the company had 

· to solve its problem prospectively rather than in reliance on hindsight", but in December 

of2011, natural gas was $3.17. 13 

Natural gas had not been above $5.00 since Februmy of2010. At the time, storage levels 

were 12% above the 5 year average. The monthly average price for gas in 2011 had been 

falling nearly every month and December was the lowest average price of the year. The 

1 1 MetTiam-Webster Dictionaty, https://www.meniam­
webster.com/dictionary/imprudent. 
12 Sec quote from EW-2013-0101 
13 $3.17 was the monthly average price on the Hcmy Hub reported by EIA 
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Q. 

A. 

Q. 

A. 

December 2011 EIA Short Term Energy Outlook report revised the upcoming 2012 spot 

prices downward from their predictions from a few months beforc. 14 

A reasonable person under these circumstances would not purchase gas for a price not 

seen in almost two years, to be delivered more than three years down the road. At the 

time, Empire paid $5,494,400 for fuel that in 2015 (more than two years later) would 

have cost $2,565,400. The loss of $2,929,000 doubled the price and left it to the 

ratepayer to foot the bill for decisions that lacked discretion, wisdom or good judgment 

while Empire enjoyed an FAC that ran those costs, along with interest, through to the 

. 1 h . h 15 ratepayer m ess t an s1x mont s. This indeed was cost minimization to Empire 

because it absorbed very little of this cost. 

This is not an isolated incident. OPC attached the Company's gas summmy repmis for 

every month of the prudence review as JSR-D-4. These reports show the Company lost 

money in every month it hedged. 16 

What was the full impact of the financial hedging losses for the prudence review 

period? 

OPC concurs with Staff witness Ashley Sarver and finds that the financial hedging losses 

were $10,712,168 but OPC disagrees with Staffs calculations concerning the total 

amount of hedging losses and the calculation of the true amount of natural gas fuel costs 

during the 18 month period. 

How did OPC calculate fuel costs? 

OPC doesn't question any of the Staff calculations but would rather point out that there is 

a difference between actual natu!al gas fuel and other costs that may be accounted for as 

14 December20 11 EIA Short Term Energy Outlook page I 
15 $2.54 was used from the June 30,2015 Company Gas Position Summaries to 
calculate the differences 
16 Empire did not hedge in 1 of the 18 months. 
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Q. 

A. 

a natural gas fuel expense. Hedging transactions are specific to just the cost of the 

natural gas commodity. The Company does not hedge fim1 transportation, commodity 

charges or miscellaneous fees. Hedging gains or losses should be reviewed against only 

natural gas commodity costs. 

In the Sixth Pmdence Review of Costs, Staff summarized the hedging review with: 

... a hedging loss on natural gas derivatives of $10,712,168. This 
represents approximately fifteen percent of Empire's total natural gas cost 
of$69,301,828 for the review period. 17 

The $69 million represents all natural gas fuel costs lumped together. When all of the 

non-fuel expenses are subtracted, the actual natural gas fuel costs are $49,677,485. When 

financial hedging losses are compared to actual fuel costs, the cost of hedging is 21.56% 

of natural gas fuel costs. This 21.56% premium paid by Empire's ratepayers is just the 

premium paid on financial hedges and does not include the premium paid on physical 

hedges. 

Has OPC calculated a higher amount of total hedging losses than Staff? 

Yes. Financial hedges are the losses that are actually recorded in FERC Account 547 but 

the Company did more than NYMEX Swaps and Futures. In most months the Company 

also hedged the price of natural gas through forward contracts. They negotiated contracts 

sometimes several years in advance just like they did with the financial derivatives. The 

financial hedging and physical hedging are broken out in separate sections on the Gas 

Position Summary Reports that are attached to this testimony. Financial hedging is 

recorded on the general ledger, however, physical hedges are not required to be 

separated. 

To isolate the cost of physical hedges, I used the Company's answer to Staff data request 

number 31 to calculate the cost of physical hedging for each month in the review period. 

I have attached the spreadsheet as Schedule JSR-D-5. In this spreadsheet, the Company 

17 Page 16 of the Staff Report 
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Q. 

A. 

separated the true cost of natural gas by subtracting derivative losses and transportation 

charges. Dividing that total by the amount of natural gas consumed provides the natural 

gas cost/MMBh1. To calculate the cost of physical hedges, I inscricd the spot market 

price that the Company paid in each month just below the cost/MMBtu line. This amount 

was generated fiom the monthly gas purchase report the Company submits each month as 

part of its FAC reporting requirements. Multiplying the spot price with the amount 

consumed provides the completely unhedged cost of natural gas for each month. 

Subtracting the "cost at spot price" from the "net actual commodity cost" determines the 

physical hedging total for each month. The sum of the physical hedging for the prudence 

review period is $6,073,353. Adding the physical hedges with the financial hedging 

losses and the total amount of hedging losses for the 18 month prudence period rs 

$16,785,521 of which $13,1 04,811is attributable to Missouri ratepayers. 

I explained earlier that the actual fuel cost from Staffs $69 million fuel expense was 

$49,677,485. The physical hedging of $6,073,353 is included in the $49 million because 

physical hedging is not required to be separated from the purchase price. The actual 

unhedged cost of natural gas for the period should be $43,604,132. Staff reported that 

hedging losses represented 15% of Empire's total natural gas cost. When in ach1ality, 

Empire's hedging losses which were passed to the customers through the FAC represent 

38.5% of achml natural gas fuel costs. 18 

Can you summarize the argument for imprudence? 

Empire's hedging is inefficient, ineffective, inflexible and very much imprudent. 

Empire developed its hedging policies in 2001 in a volatile nahtral gas market. The 

natural gas market has changed significantly but Empire's hedging strategy, by its own 

admission, has not changed at all. 

18 $16,785,522/$43,604,132 
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Q. 

A. 

When considering all the information that the Company had or should have had at its 

disposal, coupled with the rigid, 16 year old hedging policy that has not changed with the 

market's low gas prices and the adoption of an FAC, the Commission should find these 

transactions imprudent and return these impmdent hedging costs back to its customers 

with interest. 

Does this conclude your direct testimony? 

Yes it does. 
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2017 3.30 2.85 2.88 3.10 
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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. 
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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. 
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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 Presideni/COO - Gas 
Vice Presideni/COO - Electric 
Vice President - Energy Supply 
Vice President - Commercial Operations 

From lime to lime, 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 Presideni/COO - Gas 
Vice Presideni/COO - Electric 
Vice President - Energy Supply 
Controller and Assistant Treasurer and Secretary 
Director of Supply Management 

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

5 
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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. 

• 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 TCRJARRITCRIFTR 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. 
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RMOC CYCLE 

3 RISK 

Identify and Quantify 
Business rusk Exposures as 
They Relate to Objedives 

Specify Roles, Authmltles, 
limits and Cootrols 

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. Schedule JSR-D-2 HC 
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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 credil/counterpartyrisk 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 
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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 Credit1

. 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 weekly 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 (FAC) 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 

9 
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The Missouri FAG 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 FAG 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. 
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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 coincide with the ACA time period. 

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. 
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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. 

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 
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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 iater 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.) 
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• 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 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/FfR 
auction. The ARR holder may then sell or self-convert/self-schedule the ARRs into 
TCR/FfR during the annual or monthly TCR/FfR 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/FfR 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/FfRs are either seasonal or monthly in duration and are either on or off-peak 
products. TCR/FfRs 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 FfR procurement will occur on paths native to Empires source/sink 
settlement locations. Empire may seek to obtain a TCR/FfR on a foreign path in the 
event that Empire is both 1) unable to secure a TCR/FfR 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 lo~gh~~~Re~~'il%~~i~ 
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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 Jocation(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 
Schedule JSR-D-2 HC 
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• 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 weekly 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 
TCRIFTRs 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 (TCRIFTR auction price if self-converted/self­
scheduled) 

• Percentage of TCRIFTR 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) weekly 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 q!Jhtla1~g~-D-Z HC 
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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 Report SMG, MFA , RMOC Weekly & Quarter-end SMG 

ADMIS Account SMG, MFA Daily - Others RMI 
Statements via email 

RMOC Meeting RMOC As soon as possible after RMOC RMOC 
Minutes meeting (5-7 business 

Counterparty Credit RMOC, SMG, MFA Weekly 

Congestion Position RMOC, SMG 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. 

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. 
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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 
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APPENDIX 1 

THE EMPIRE DISTRICT ELECTRIC 
COMPANY 

CREDIT RISK/PROCEDURES POLICY 

Tanuaru 10, 2011 

Services You Count On 
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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 1 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: RESPONSIBIL TIES 

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 weekly Gas Position Report. 

RMOC Committee Members 

This group is defined in the Energy Risk Management Policy. 

ManagerofFue/Accounilng 
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. 

Schedule JSR-D-2 HC 
20/38 



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 Setvices 

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 

Schedule JSR-D-2 HC 
21/38 



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. 
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APPENDIX2 

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 whe(e hedQing can 
be used to meet RMP objectives 

and present them to. the RNOC for 
approval. r.!ake dedsions 
supported by model runs. 

Naintalo mark-to-market reports 
with data provided from the Gas 

Position Report 

Daily and ~~~~ ,~•:::;~,;,. details of the trades 
posiUon tracking reports 

shows overall exposure of hedged 
Positions against volume limit 

requirements 
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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: 

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

Reconcile daily activity reports from SMG and dally 
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 of monthly account statements from 
broker pertaining to margin account balances . 

Alert.RMOC when transactions taken exceed the limits 
and standards of the RMP 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 
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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. 
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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 

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 date/tirne stamped and 
entered into a position tracking report and Commodity XL 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 verifies hedge fill via phone initially to the SMG.' 

v 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 
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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 FUTRAK 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 lax regulations and RMOC Policy that all physical trades meet 
the normal purchase normal sale criteria for tax purpose. 
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APPENDIX 6 

PROCEDURAL FLOW 
FOR 

HEDGE TRANSACTIONS & RECONCILIATION 

coofirmjcootract, a 
s-igned COf1f Is sent to 

broKer/counterpart and 
Fmoce. Input h-edge 

results ilto Gas Position 
Rep:rl, aod develop 

mark-to-market rep::lrt 

p:l:$itionsjmargins with 
broker- If oo margin 

call, thefl communicate 
to Rnance an<l gain 

ttl& approval 

At eod of mooth, instruct 
traders of upccli'Wng 

financial hedge 
e:qiratioos and prepare 

monfuly reports 

ve~ry accuracy of 
transaction activity 

oo daily t:m,\:er 
report; match}cross 
check Trade Tkket 
to ConfitTT13tion, 
enter trades In 
CommodJty XL 

Verify rnacgin 
requir~t, 

approw, and wife 
funds to or request 

excess from 
dearflghoose as 

""'"""' 

IJ.. end of month. p-epare 
monthly reports and 
~e hedged p::l5itioos 

to CfO and RMOC 
verify cash flow obligatloos 

and receipts. Tax Dept review 
ror IRS tax (()([lpfence 

*Internal Audit will periodically review process to verify accuracy and compliance 
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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 lime 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 dale. An 
Internal Trade Transaction Ticket is included on the following page. 
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Ptfcv Type 

lns!Jum!?nt 
Ptryskol 
Numbtr of ~ds 
.'5l5 

Quolfly 
Firm 

Poco Differential i Basb 

JT t;>nSIInisslorliTtanspOit Chmgro 

Type 

D<li<ol)' St:u!Dato 
t-Jan-11 

DGlf<ol)' End Dow 
1-Feb-11 

Sbil<ePtlce 
Ju> 14 $5.2i:>SO 

Premium 

Tinde Ti;kel No. 

Trad~tOatl} 

Tfa.jo Tfmo 

Matl<ol 
ore 

~.;.Iclse Oat.;. 
21-Apt-10 

SetUoo112nt Dati) 
1-Feb-11 

Vo!um~tlic Ou3Iltit)" Rat~ 
$-5.2.9.5 

SchOOUfing Requil~ment S.tliEmenl 

Matk-lo-Market Point l?tokQr Commission 

G€nerol Comn~nts 

BBI5E 

4'21100 
13:45 

Ouanti~(Dth) 

155,000 

B1ian B~rkstr~sser 
On90k offe1inj 5.295, ConocoPhiltips off«ing 5.35 Troaska offe-ring 
$5.:>5, C1M~ offeliro $5.38 

~Mrqf Trader's lnitia.J 
i compH9s wilh th~.? RMOC Policy regarding the ~urchaoo and definition of 

Thus, It is in com~iimce wl1h ASC st&IQ-.15 (fomli?Jtt FASB 133 
lAS Rt:oJ.§ 122.1 (b)(2) in mo?eting nonnaJ purchase nonnlll sai&cfit&ria. 

Offieo?- Risk Manag~m!?nt Bob EIHs 

Olfke -Accounting Bob Ellis 

__ JayWllliotn& This Trans:tction complies with: 

En•r<JY Supplf 
Risk Manag£~m~nt 

Oidinal)' Prcporlf ct>liJations 
!IRC Section 1221 (a)(7)) 

Identification Requirtments 
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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 Commodity XL. 

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 FUTRAK. 

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 Commodity XL 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 Commodity XL. 

• 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. 
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APPENDIX9 
POSITION REPORTS 

fuldget OTh {3) 
E~pec!ed DTh (3) 
Po5cy m:nlmum hed.g£'d DTh (2) 
PoM:y max~um OOdged DTh 
Amount Hedged f10m Upside Vol..atMy Dth 

percentase 
Bookout per physkat Dlh, all pos~\ons 
Average Cost per Oth hedged 
Net A!l Positions Mar'~ed to l.lar'~et $ (1) 

PHYSICAL llEDGES 

Purchased Olh 
Purchased S 
Purchased $/DTh 
Market$ 
llarket SlOth (on Southern Star Pipe~ne} 
Galn/(loss) versus current mar'~et 

FINANCiAL llEDGES 

Swap/Futures Dth Purchased 
Net Cost, t-Oih 
Market SID!h {at Swap location) 
Swap Setllement- Rece'pt I (Pa;ment) 

Swap/Futures Dth Sold or Setlle 
Net Cost, $/tlth 
/,'arket $/Oih {at S·,..-ap locatOO) 
S...-ap Set~ement- Receipt/ (P~ment) 

Call Oth (Buy a Call) 
Ca~ S!.rike $roth 
Market $10th {at llenry Hub or Swap location) 
Cost of Cal! $/Dih 
Value$ of Cal Position 
(Cost)$ of CaJ Position 

"'- No'oember 
2006 2006 

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

50% as% 
7.295 6.420 
7.295 7.149 

(368,400) (417,750) 

100,000 100,000 
729.500 729,500 

7295 7..295 
36t,100 424,260 

3.611 4.243 
(368,400) (305,240) 

0 
0.000 0.000 
0.000 0.000 

(2,610) 

0.000 0.0(10 
0.000 0.000 

70,000 
0.000 9.600 
0.000 5.620 
0.000 1.570 

{109,900) 

The Empire Dlstdct ELECTRIC Company 
Gas PosiOOn Summa as of Seotembef 29, 2006 

December Qct.(}oc Year 2007 Year2008 
2006 2000 60'1>m41 40'1. min 
593,500 692,000 9,700,000 10,6-l-0,300 
593,500 993,500 10,363,900 10,£40,300 
356,100 595,100 6,218,340 4,256,120 
593,500 993,500 8,291,120 8,512,240 
52{1,000 790,000 7,249,980 4,300,000 

88% 80% 70% 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 4,559,98{1 3,100,000 
729,500 2,188,500 32,724,285 22,751,500 

7.295 7.295 7.176 7.339 
5-33,560 1,318,920 27,006,395 19,650,650 

5.335 4.396 5.922 6.339 
(195,9-10) (869,580) (5,717,590) (3,100,850) 

350,000 35.Q,OOO 2,400,000 1,200,000 
5.643 5.111 4.779 4.635 
4.897 4.358 5.700 ..... 

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

0.000 0.0(10 0.000 0.000 
0.000 0.000 0.000 0.000 

70,000 140,000 200,000 
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) 

Year 2009 
20% min 
11,103.400 
11,103,400 
2.220,680 
8,8B2,720 
3,696,000 

33V, 

'·"" 5.422 
2,1342,314 

\,696,000 
10.998.400 

6.485 
10,626,014 

6265 
(372,386) 

2,000,000 
4.520 
6.127 

3,214,700 

0.000 
0.000 

0.000 
0.000 
0.000 

Year2010 Ye.ar2011 2012 thnJ 2013 
\Ol:'.mln O%mln O'h min 

8,796,600 8,700,600 17,593,200 
8,875,200 8,875,2W 17,593.200 

887,520 
7,100,160 
3,696,000 3,600,000 2,400,000 

42% -42% 14% 
4.602 4.500 7.295 
5.422 5.422 7295 

2,795,768 2,606,411 (824,703) 

1,696,000 1,696,000 2,400,000 
10,998,400 10,998,400 17,500,000 

6.485 6.485 7.295 
10,600,468 10,60(1,911 \6,68.3,297 

6.250 6.251 6.951 
(397,932) (397,459) {824,703) 

2,000,000 2,000,000 
4.520 4.520 0.000 
6.111 6.122 0.000 

3,193,700 3,203,900 

. 
0.000 0.000 0.000 
0.000 0.000 0.000 

. 

0.000 0.000 0.000 
0.000 0.000 0.000 
0.000 0.000 0.000 
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'" Nl Ye2rs 
67,322,100 
68,444,700 
14,178,760 
33,779,740 
25,827,980 

38% 
6.168 
6.153 

1,210,59.8 

15,447,900 
108,167,485 

7.002 
9$,486,655 

6.246 
(11,68(1,830) 

9,950,000 
4.611 
5.998 

13,742,468 

430,000 
11.193 
7.396 
1.979 

0 
(851,040) 



Empire trkl GAS Ccmp;~ny 
Gal ~-f,on ~T·T'H'f ;;s ct &v.=M :<9, 2t05 

EeJ<-,·,rq ~ 1/oo'CTJ:<.- D«a'rt"" Ja~ '"""" Mom "«' 
s~{)f"Oo • - ro:o0 ""' ""' ""' "'" 2W7 

TcrlfBo.~OTh(l) 23.5.187 639;351 971.4-4-4 u.-;2.15< 82'5,7$.1 65-1,051; 335.237 
T,.ifJE>~DTh(l) 235.187 6.}3_3.51 971,4-4-4 1,002.15< S'lii,7s.l 65-1.~ 335231 
&cr.>~k"N~!DTh(i) ·347,1:)>) -347, 1:Y.l -347,13>) -347,13) -347,13C 

~.~ Req>"'"'''"--~ DTh 2:>5,181 292,2l1 62-1.314 71~.Ct2:< 479.66.1 Y.-<;,920 :>.35,2~7 

A'T'i:l<.'fll Ha.<g.<..; D:h 234,67C 5(17,130 &>7,13J 727,132 581,H2 5(17,13<: ' P"'""'-a.~ '"" n' '" '" "' '" " A-~~tp!I'Oth~ "" "" 
,.,, 7.9!)5 '"'" '"'" o_to:.J 

r-.'..tM Poo.-ti:>."t• l.!ar'c<-:1 to~.~~<~ S (1) 4,135 (35U4Q; (749,13-3) (911,776, (511,19-3) {3J~.:m; 

STORAGE B>l.1l>CU (.,...;..,~,-..;..-.t> ~,-,,.,'E)(S) 

SS!a<5~J"' D:tl 752,181 752, lEG ro9.869 457,149 J24p-3 18:2,100 3S,58<; 39.5-SS 
S S'a' Sbr<>r- $ 5,169,537 
S S1<Y St:.wr- (A>og) ~'DTh 8873 

PCPL S'.ora-r- D:tl 701,195 709.1S5 574,621 440,447 1ol>5,074 171,700 37,3;.'8 37,328 
P!OPLS~ S 4.1!47.2U 
PEPL S~~(A>y) $.'0Th 61035 

A.'.RS~D':i 3rM9J 370.6'9:3 3')),4:.€ 2'3>J,22C 159,S:-0 69.7-17 19,5!( 19,51( 
A.';RS~.qa $ 2.46-'>2S5 
A.\R Sbr".qa (A>g) $.UTh 6651 

total S·:.:r-"'1" OR 1,832,077 1,5-..'2.077 1,4-'14,947 1,137,816 lOO,&Sd 443,5~ 00,4<5 00,415 
Tot,.5!o:r~ $ 12.482.W3 
TO'..<! s:....,.,.., 0>1J) $.1ltll 8813 

Ter<;-:t&.~ (95%ofQ;;>.) 1.910.6.53 
F«"""llclT...-ge~ '" '" n' '" 41% '" " " 
PHYSICAl PROCURED 

Pur~D'll 23-1,670 100,C•JoJ 210,003 220,003 160.012 100,000 ' "'"""" s 
845.4g7 619.100 1,554,£67 1.707.61< 1,202,493 740,737 .~ ~S'DTh 3.SQJ 6.191 '·"' 7.762 7.515 1.4111 

F!tuJ\CtA.L HEDGES 

Swap/Futures Oth Pl.lrcha•e<l 60,0:0 mooo 160,00; "·"" 60,(>)-J ' 1M eo.!. $.il"ll '"' '"' 9.773 10.470 10.4S3 "= '·"' 
Should include a copy of the Congestion Position Report once we 

~..,, "" J'.tf "'"'' S..P',E.Ti;er ~-~ 
'"" ~" ~" ""' '"" 12U~<'I 

10<1,418 135.80-1 126.905 123.2<)<' 11S,:48 5.415.10:3 
156.416 13:5.001 126,905 1ZJ.2'6/! 118,548 5.415,163 

-1,735,652 
1&0,416 US,O(I-1 1<ti,WS 1Z3.2'&~ 11a.548 3.679,511 

3)5(1,3-19 

" 0% " " 0% '" '"" '"' '·"" '"' '"' 7.197 
(2,b52,7C6; 

A\9 ox-;t r.ct ct e...~s ~~~ 

S9,s.sg "'" "·"' 39,Ug 39,559 

37,326 37,32>3 37,:<26 37,.!2'5 37.31>3 

1g,510 19.51C !9.510 19.51( 19,51C 

00,4£5 96,425 96.425 96,425 00.425 

" " " " " 
1.0"24,es.-i 
6,670,102 

... ,. 
·~ "" .~ '"' ··~ 

.... 4;-J,COJ 

'·"" '"' '·"" '"" aw 

complete it with actual numbers 
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,_ 
Se«ron 

4,153.79> 

4,153,75'0 
-1,735.65 

2,418,147 

3.1J15,67E 
73% 

1.411 

(2J0-2.S,UD; 

7.113 

700,1)2i 
5,82~.615 

7.313 

490,00: ... , 



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 
weekly 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 Commodity 
XL accounting software by the Manager of Fuel Accounting. The resulting entries will 
then be recorded in the Company's general ledger 
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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. 

'Y. 
/\DM 

:1 \'o'.j,c. .. :.,,a Bi\d, • !:u1:<· J£1~JA 

t ll'·"·'.;;'>. lilini,,. ,,g,,;q.Jl\;1 

[l"'"l'!; 

2/H/1 

2/17/1 

2/17/1 

I'KE: D!:PI"-1!: O!STUCT ~L!CTRIC CO­
E:W:C!UC 
w aox 1:!7 
C'O~LI!>" IQ HEOl 

'" ., . " ' ' ' ' ' 
L¢~/EUY Sl!:i'i'/SU!. DE~IPJl~ 

IilllS r.t.>.l>SlU. uc 
~" il'.A.."-3UR li.l:C.:IVXO 

" "' n 1<.\TUI.AI. !.L'<S 
GUilEX n_I..!IX 
Wlll' 'U.>.USI'LII '"""' ~" :n_'-'<S<ll f.£01\'E<> 

,. ' ' 

. " ' ' I 0 !< S '" TO<tR 

2/lT/1 n "' 11- :<A'fm.U. GAS ,. O<'Llll n .. >.llE EQOIU 
A\TU,,.-;; S11Ci:T1 4.20000 

~/0&/9 " "' " NAT!IVJ. GAS ,. 0~~ 'iV.DK E(!UUT 
AVZ'll(:E I.OS:h LUan~ 

SIO'I~ " = " l<A~G"-S .,. on .. 'f t:unE ~ornr 
A\<3.>.rJ'!: I.OS<J, 6.~!000 

a/OS/S " 'M 11 m.nr~.IJ. w.s .,. 
"~ U.\D£ ~VHT 

Av;:;;o-A'JE: LO)'~' ,,7UOO 

1/0a/1 H DEC ll !U'ru?..U. GAS ,. O?.o:!l' IUDS DJOITf 
AVU>.l.G'!: I.O!!i~o r.u~oo 

'/l~/0 H = u W.iJJML ~· n• ,,~ JP .. '<D'E E(IOITT 
AVUOAG"i: l.O)'Qo 6.0~000 

1;16/0 " •oo u W.ltr1..U. <1.1-S ,. OPEN ill.!lK EQUITY 

·=~ LOl/:1, 6.15~00 

... sro """ L liWI:>!IU<G AO::T liAU.."CZ 3,377,567.H 

'· :I'U,}..'<II CAS11. -'-"1lVIrT H,O!i.ll 

'· E!>"tii!>J Accr B~'«:E" J,H5.~75.09 
<. Ns-7 n.~.<>:S I'Fl:. JOi.07· 

'· ~ OP.i:lt 1U.D>: ~nT l,lH,S~O.~J· .. A.CCI' YA.LVI' AT HAil:U UO,ll5.07 
H. CONVD.i£D ACCT Y~ US UO,llS.OJ 

AOCO~-r :n::1!.5U.: ll1 15Hl 

SALESI'..>.S !'IQOQ, ll~ lJ'.}l 

Jlli!<ljOOC£11 Bf1 !IJ$1: ~-"A(;EXn't H-'C 
012)37J-B2SO 

IV T<;<;J IL'>>~ U"Y ~StiCl>l:'l Qz ISSW:S 
P.z>:Jlll>l""l TO'n S71.TI:Xerr THAt Y~U 
"-"S C!<ntli TO :U:50!.V'i!: I'Iilf '{0\110 Bl'-OJ:E:i>, 
P='-SE CC!>"YAC"I JJ:l(U CIJS"lC!<eR SHVICE! A< 
1/&00/Ht-Hn "" 1unu-noo. 

M 0 II' 1' ll 

" fiii~L~ CC Dl<Blt Cli.Z:lii 

~u= ~ H,no.~-o 

' rn/CC»> '' 1n.a7 

wu.nxc " H,J75.C~ 

J.CCOUIIT . 
' 4.100 " 15,750.00 

4.2H t~,75Q,QO• 

' 7.130 " 533.750.0~ 

4.S~S 6U,1SO.OO• 

' LUO "' 760,~00,0Q 

t.78a 760,€00.00' 

6.760 " 776.!CO.O~ 

4.BU 7H,€OO.OO• 

' r.oaa " ss~.no.oo 
S.Hl 569,t7C.OO• 

6.010 '' :1H,07C.OO 
5.)8) :IH,070,00' 

' 6.1SO " 2H,HO.OO 
s.na ~H.nc.oo• 

ADM lllVESTOR SER' .. KES, !riC. a :.h-;'tf c-r.;-.•;.:1 ~,.{>~,:f.-:.;:rnlt/"~) /11,-t-A· Dor~~3 ~.f;(.'n•>:l r::<'m~vl,1)" 
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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_$'1:------­
Maximum $ 

~------

Signatures Name: ___________ Name: __________ _ 

Title: Title: 
Date: Date: 
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APPENDIX X 

Annual LTCR/ARR/TCR/FTR Approval Process 

Schedule JSR-D-2 HC 
1Using historical path values and statistical probabilities to determine the likelihood and extent of unfavorable positions to the TCR/FTR holder 37/38 
In the event historical values are unavailable, forecasted values may be substituted 



APPENDIXY 

Monthly ARR(rCR Approval Process 

Present results of nomination and auction. 
including )3nydevlatlons from plan;to RMOC 
ln-congestton man 
Exf:.c:Utiorr~l·' 2 

Schedule JSR-D-2 HC 
1Using historical path values and statistical probabilities to determine the likelihood and extent of unfavorable positions to the TCR/FTR holder 38/38 
In the event historical values are unavailable, forecasted values may be substituted 



OK 

January February 

2012 2012 
Budget DTh {3) 559,136 486,011 
Expected DTh (3) 573,561 634,152 
Policy minimum hedged DTh (2) 344,137 380,491 
Policy maximum hedged DTh 573,561 634,152 
Amount Hedged from Upside Volatility Dth 410,000 200,000 

percentage 71% 32% 
Average Cost per Dth hedged 7.170 6.133 
Net All Positions$ (1} (1,684,860) (647,700) 

PHYSICAL HEDGES 

Purchased Dth 100,000 200,000 

Purchased$ 729,500 1,226,500 
Purchased S/DTh 7.295 6.133 

Market$ 298,900 S78,800 
Market $/Dth (on Southern Star Pipeline} 2.989 2.894 
Difference($) versus current market (430,600) (647,700) 

FINANCIAL HEDGES 

Swap/Futures Dth Purchased 310,000 -
Net Cost, $/Dth 7.130 0.000 
Market $/Dth (at Swap location) 3.084 0.000 
Difference($) versus current market (1,254,260) -

Note 1: Market data using NYMEX Close Prices as of December 30, 2011. 
Note 2: Policy minimums are 12/31/2011 targets. 

The Empire District ELECTRIC Company 
Gas Position Summary as of December 31, 2011 

March Apr-Dec Jan-Dec 
2012 2012 2012 

379,467 4,781,112 6,205,726 
337,725 4,864,967 6,410,405 
202,635 2,918,980 3,846,243 
337,725 4,864,967 6,410,405 

100,000 3,221,000 3,931,000 

30% 66% 61% 
7.295 6.363 6.459 

(437,400) (10,232,088) (13,002,048) 

100,000 2,111,000 2,S11,000 

729,500 12,920,215 1S,60S,715 
7.295 6.120 6.215 

292,100 6,490,6S7 7,660,457 
2.921 3.075 3.051 

(437,400) (6,429,S58) (7,945,258) 

- 1,110,000 1,420,000 
0.000 6.824 6.891 
0.000 3.398 3.330 

- (3,802,530) (5,056,790) 

Note 3: For 2011 through 2015, Budgeted Dth are from FINAL FPP Budget for 2011 (Planning & Regulatory, 9!2812010). 
For Dec 2011, Expected Dth were revised to Updated Outage schedule scenario (P&R 1/31/2011). 
For 2012~2016, Expected Dth are from PRELIMINARY F&PP scenario (Planning & Regulatory as of 10/13/2011). 

Note 4: Empire currently has no positions utilizing "options" and therefore the options section of this report is not shown. 

Note 5: Storage and Park&Loan balance and usage are estimates based on most current information available. 

Year 2013 Year 2014 

40%min 20% min 
8,338,329 7,850,700 
7,937,162 8,515,810 
3,174,865 1,703,162 
6,349,730 6,812,648 
3,460,000 1,700,000 

44% 20% 
6.079 5.514 

(7,797,560) (2,224,875) 

2,020,000 460,000 
12,933,800 2,420,575 

6.403 5.262 

7,572,510 1,834,640 
3.749 3.988 

(5,361,290) (585,935) 

1,440,000 1,240,000 
5.625 5.607 
3.933 4.285 

(2,436,270) (1,638,940) 

Year 2015 Year 2016 

10%min O%min 
10,249,828 

9,283,249 9,699,357 
928,325 

7,426,599 7,759,486 
1,010,000 -

11% 0% 
5.439 0.000 

(919,720) -

- -
- -

0.000 0.000 

- -
0.000 0.000 

1,010,000 
5.439 0.000 
4.528 0.000 

{919,720) -

Storap,e Estimates 
667,149 

4.367 

Net 

All Years 

32,644,583 
41,845,982 

9,652,594 
34,758,867 
10,101,000 

24% 
6.068 

(23,944,203: 

4,991,000 
30,960,090 

6.203 
17,067,607 

3.420 
(13,892,483' 

S,llO,OOO 
5.93!: 
3.96f 

(10,0S1,720 
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Tho Emplro District ELECTRIC Company 
Gas Position Summarv as of March 31, 2015 

Curretnt/U omln Year 
April Moy Juno Jut- Dec Apr- Dec 
2015 2015 2015 2015 2015 

Budget Dth (3) 444,733 740,493 1,061,717 5,495,407 7,742,349 
Expected Dth (3) 444,733 740,493 1,061,717 5,495,407 7,742,349 
Polley minimum hedged Dth (2) 266,840 444,296 637,030 3,297,244 4,645,410 
Po!Jcy Maximum hodgod Dth 444,733 740,493 1,061.717 5,495,407 7,742,349 

Amount de-designated from Hedge amount 
Amount Hodgod from Upside Volltlllty Dth 200,000 300,000 700,000 3,210,000 4,410,000 

porcontago 45% 41% 66% 58'll 57% 
Amount Hodgod from Downside Volltlllty Oth $ 200,000 $ 300,000 $ 700,000 ' 3,210,000 ' 4,410,000 $ 

percentage 45% 41% 66% SS"h 57% 
Avorngo Cost por Dth hodgod $ 3.919 $ 3.961 $ 3.450 $ 4.688 ' 4.407 $ 
Net all Positions$ (1) $ (302,700) $ (424,600) $ (591,200) $ (6,108,380 ' (7,426,880) $ 

PHYSICAL HEDGES 

Purchnsod Dth $ 100,000 $ 100,000 $ 200,000 ' 400,000 $ 800,000 $ 
Purchased$ $ 391,500 $ 391,500 $ 785,500 $ 1,571,000 $ 3,139,500 ' Pun::hasod $/Dth ' 3.915 ' 3.915 ' 3.928 $ 3.928 $ 3.924 $ 
Markot $ $ 222,000 $ 235,600 $ 478,000 $ 993,200 $ 1,928,800 $ 
Market $10th (on Southam Start Pipolino) ' 2.220 $ 2.356 ' 2.390 $ 2.483 $ 2.411 $ 
Difference ($)versus current market $ (169,500) s (155,900) s (307,500) $ (577,800) $ (1,210,700) $ 

FINANCIAL HEDGES 

Swnpffuturos Dth Purchasod $ 100,000 $ 200,000 $ 500,000 $ 2,810,000 $ 3,610,000 $ 
Net Cost, $/Dth $ 3.922 $ 3.984 $ 3.258 $ 4.797 $ 4.514 $ 
Market $/Dth (at Swap location) $ 2.590 $ 2.640 $ 2.691 ' 2.829 ' 2.792 $ 
Difference (S) versus current Morl<ot $ (133,200) $ (268,700) $ (283,700) $ (5,530,580) $ (6,216,180) $ 

Svrop/Futurns Dth Sold or Settle 0 0 0 0 0 
Net Cost, $/Dth $ $ $ $ $ $ 
Marko! $10th (at Swap location) ' $ $ $ $ • Swop Settlement- Receipt I (Payment) $ $ $ $ $ $ 

C111l Oth (Buy n Cnll) 0 0 0 0 0 
CaJJ Strlko S/Dth ' ' . ' $ ' ' Market $/Dth {At Henry Hub or Swap IOCl.ltion) $ • . $ ' ' $ 
Cost of Coil $/Dth $ $ $ $ ' $ 
Valuo S of Call Position $ $ - $ $ $ $ 
(Cost)$ of C::.ll Position $ $ . $ $ $ . $ 

Collnr Dth 0 0 0 0 0 
Floor $10th $ $ ' . $ $ $ 
Ceiling $10th $ • • . • $ $ 
Market $/Oth (at Honry Hub or Swap location) ' . $ $ $ $ . $ 
Cost of Floor $/Dth $ . $ $ $ $ . • Volul'l of Ce.lllng S/Dth • . $ $ • $ ' (Cost) I Value$ of Collar Position $ $ $ $ . $ $ 

Put Oth (Soli n Put) 0 0 0 0 0 
Put Strike $/Dth $ $ $ • $ $ 
Market $/Dth (at Henry Hub or Swap location) $ $ $ $ ' $ 
Rovonuo from Put $/Dth $ $ $ $ . $ $ 
Value $of Put Po:::itlon $ - $ $ $ $ . $ 
{Co:::t) $ of Put Position $ - $ $ $ $ . $ 

Note 1: Market data using NYMEX Close Prices as of March 31, 2015. 
Note 2: Polley minimums are 12/31/2015 taraets. 

Note 4: Empire currently has no positions utilizing "options" and therefore tho options section of this report Is not shown. 
Noto 5: Storage and usage are estimates based on most current information avallabto. 

AllY.,ors 
Year 2016 Yoar2017 Year2018 
60% min 40% min 20% mln 

9,757,650 10,310,058 10,269,212 
9,757,650 10,310,058 10,269,212 
5,854,590 4,124,023 2,053,842 
7,806,120 8,248,047 8.215,369 

4,076,000 2,082,900 1,065,000 
42% 20% 10% 

4,076.000 $ 2,082,900 ' 1,065,000 $ 
42% 20% 10% 

4.103 ' 4.133 ' 4.121 ' (5,074,276) $ (2.119,242) $ (1.071,660) s 

1,976,000 ' 782,900 $ 565,000 $ 
7,454,800 $ 2.863,350 $ 2.130,450 $ 

3.773 ' 3.657 $ 3.771 $ 
5,120,024 $ 2,213,178 $ 1.635,540 $ 

2.591 ' 2.827 $ 2.895 $ 
(2,334,776) $ (650,172) $ (494,910) s 

2,100,000 $ 1,300,000 $ 500,000 $ 
4.415 $ 4.420 $ 4.516 $ 
3.110 $ 3.290 $ 3.363 $ 

(2,739,500) $ (1 ,469,070) $ (576,750) $ 

0 0 0 

' $ $ . ' $ $ 
$ ' $ 

0 0 0 
$ $ $ 
$ $ $ 
$ . • $ 
$ $ ' . $ $ . $ 

0 0 0 
$ $ $ . • $ ' . $ $ $ . $ • . ' . $ $ . ' $ - $ $ 

0 0 0 
$ . $ $ 
$ . $ $ 
$ $ $ 

- $ $ . $ 
- $ $ . $ 

Stora e Estimates 
Bal::.nc& Oth 107,663 
WACOG $/Dth 3.187 

Year2019 
10%mln 
10,270,618 
10,270,618 

1,027,062 
8,216,495 

O'A 

' "' . ' ' 
$ 

' $ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 

0 

' • 
$ 

0 
$ 
$ 
$ 

' $ 

0 
$ 

• . ' $ 

' $ 

0 
$ 

' ' - $ 
. $ 

Total 
Not 

All Years 
48,349,888 
48,349,888 
17,704,927 
40,228,380 

11,633,900 
24% 

11,633.900 
24% 

4.226 
(15,692.058) 

4,123,900 
15,588,100 

3.780 
10,897,542 

2.S43 
(4,690,558) 

7,510,000 
4.470 
3.005 

(11,001,500) 

. 

-

-
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The Empire District ELECTRIC Company 
Gas Position Summary as of Aprl130, 2015 

Current/U comln Year 
M•y June July Aug- Dec May- Dec 
2015 2015 2015 201"5 2015 

Budgot Dth (3} 740,493 1,061,717 1,593,182 3,902,225 7,297,616 
Expected Dth (3} 740,493 1,061,717 1,593;182 3,902,225 7,297,616 
Polley minimum hedged Dth (2} 444,296 637,030 955,909 2,341,335 4,378,570 
Polley Maximum hedgod Dth 740,493 1,061,717 1,593,182 3,902,225 7,297,616 

Amount de-designated from H&dga amount 
Amount Hedged from Upside Volitillty Dth 300,000 700,000 1,200,000 2,010,000 4,210,000 

percentage 41% 66% 75% 52°1. 58% 
Amount Hedged from Downside Volltlllty Dth $ 300,000 $ 700,000 $ 1,200,000 $ 2,010,000 $ 4,210,000 $ 

percentage 41% 66% 75% 52"!. 58% 
Avomgo Co~Jt por Oth hodgod $ 3.961 $ 3.450 $ 5.014 $ 4.494 ' 4.431 $ 
Notnll Positions S (1) $ (460,800) $ (540,400) $ (2,704,600) $ (3,243,600) $ (6,949,400) $ 

PHYSICAL HEDGES 

Purchased Dth $ 100,000 $ 200,000 $ 200,000 $ 200,000 $ 700,000 $ 
Purchased$ $ 391.500 $ 785,500 $ 785,500 $ 785,500 $ 2,748,000 $ 
Purchased $10th ' 3.915 $ 3.928 $ 3.928 $ 3.928 $ 3.926 $ 
Marko!$ $ 224,000 $ 498,800 $ 509,600 $ 514,000 $ 1,746,400 $ 
Market $1Dth (on Southern Start Pipeline) $ 2.240 $ 2.494 $ 2.548 ' 2.570 $ 2.495 ' Difference($} versus current market $ (167,500} $ (286,700} $ (275,900) $ (271,500) $ (1,001,600) $ 

FINANCIAL. HEDGES 

Sw:~p!Futurcs Dth Purchased $ 200,000 $ 500,000 $ 1,000,000 $ 1,810,000 $ 3,510,000 $ 
Net Cost, SlOth $ 3.984 $ 3.258 $ 5.231 $ 4.557 $ 4.531 ' Market SlOth (at SW<lp location) $ 2.517 $ 2.751 $ 2.802 $ 2.915 $ 2.837 $ 
Difference ($)versus current Murket $ (293,300) $ (253,700) s (2,428,700} $ (2,972,100) $ (5,947,800) $ 

Swap/Futures Dth Sold or Settle 0 0 0 0 0 
Net Cost, $10th $ $ $ $ $ $ 
Market $/Dth (ot Swap locetlon} $ $ $ $ ' - ' Swap Setuement- Receipt I (Payment} $ $ s $ $ $ 

Coli Dth (Buy o Call) 0 0 0 0 0 
Call Strlko SlOth $ $ $ $ ' $ 
Market $/Oth (At Henry Hub or Swap location) ' - ' - $ $ $ $ 
Cost of Call $10th ' - $ ' ' ' $ 
Value $of Call Position $ $ $ $ $ $ 
(Cost)$ of Call Position $ $ $ - $ - $ $ 

Collar Dth 0 0 0 0 0 
Floor $/Dth $ - ' - $ ' $ $ 
Coiling $/Dth $ $ $ ' ' $ 
Morkot $/Dth (at Henry Hub or Swap location} ' $ $ $ ' ' Cost of Floor $/Dth ' - ' - $ $ - $ $ 
Value of Calling $/Dth ' - $ - $ ' $ $ 
(Cost) f Value$ of Col lor Position s $ $ - $ $ $ 

Put Dth (Soli :a Put) 0 0 0 0 0 
Put Strike $/Dth ' $ $ $ $ $ 
Market $10th (at Henry Hub or Swop location) $ $ $ ' - $ $ 
Rovonue from Put $/Dth ' $ $ ' - $ $ 
Value$ of Put Position $ $ $ $ $ $ 
(Cost)$ of Put Position $ $ - $ $ $ $ 

Nato 1: Market dnta using NYMEX Closo Prices os of April 30, 2015. 
Nolo 2: Polley minimums aro 12131/2015 tnroets. 

Note 4: Empire currently has no posltlons utilizing "optlor-s" and therefore the options section of this r&portls not shown. 
Nolo 5: Storage and usago oro ostlmatas basad on most current information available. 

AIIYeors 
Year 2016 Yoar2017 Yoar2018 
60%min 40% min 20% min 

9,757,650 10,310,058 10,269,212 
9,757,650 10,310,058 10,269,212 
5,854,590 4,124,023 2,053,$42 
7,806,120 8,248,047 8,215,369 

4,776,000 2,082,900 1.065,000 
49% 20% 10% 

4,776,000 $ 2,082,900 $ 1,065,000 $ 
49% 20% 10% 

3.898 $ 4.133 $ 4.121 ' (4,839,670) s (2,090.248) $ (1,057,830) s 

2,676,000 $ 782,900 $ 565,000 $ 
9.344,800 $ 2,863,350 $ 2,130,450 $ 

3.492 $ 3.657 $ 3.771 $ 
7,198,230 $ 2,250,592 $ 1,653,620 $ 

2.690 $ 2.875 $ 2.927 ' (2,146,570) $ (612,758) $ (476,830) $ 

2,100,000 $ 1,300,000 $ 500,000 $ 
4.415 $ 4.420 ' 4.516 $ 
3.132 $ 3.283 $ 3.354 $ 

(2,693,100) $ (1,477,490} s (581,000) $ 

0 0 0 
$ - ' $ 

' - ' ' $ $ - $ 

0 0 0 
$ - $ $ 
$ $ $ 
$ - $ - $ 
$ $ $ 

- $ $ - $ 

0 0 0 
$ ' ' ' ' ' ' ' ' ' ' ' ' $ - ' - $ $ $ 

0 0 0 
$ $ - ' $ $ $ 
$ ' $ 
$ $ $ 
$ $ $ 

Stomoe Estimates 
Bolonco Dth 221,4&8 
WACOG$/Dth 2.973 

Year 2019 
10%mln 
10,270,618 
10,270,618 

1,027,062 
8,216,495 

O'A 
$ 

O'A 

- ' $ 

$ 
$ 
$ 
$ 

' $ 

$ 
$ 
$ 
s 

0 

' ' $ 

0 

' ' - ' $ 
$ 

0 

- ' - $ 

- ' ' ' $ 

0 
$ 
$ 
$ 
$ 
$ 

Totol 
Not 

All Years 
47,905,155 
47,905,155 
17,438,087 
39,783,647 

12,133.900 
25% 

12,133,900 
25'11, 

4.143 
(14,937.148) 

4,723.900 
17,086,600 

3.617 
12,848,842 

2.720 
(4,237,758) 

7,410,000 
4.478 
3,034 

(10,699,390) 

--

-
-
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Tho Emplro Dh:trlct ELECTRIC Company 
Gas Position Summ~as of May 31, 2015 

Current/U mn Year 
June July August Sep- Dec 
2015 2015 2015 2015 

Budget Dth (3) 1,061,717 1,593,182 1,847,835 2,054,390 
Expected Dth (3) 1,061,717 1,593,182 1,847,835 2,054,390 
Polley minimum hedged Dth (2) 637,030 955,909 1,108,701 1,232,634 
Polley Maximum hedged Dth 1.061,717 1.593,182 1,847,835 2,054,390 

Amount do-designated from Hedge omount 
Amount Hedged from Upside Volitlllty Dth 700,000 1,200,000 1,310,000 700,000 

porcontago 66% 75% 71% 34°/o 
Amount Hedged from Downside Volltlllty Dth $ 700,000 ' 1,200,000 $ 1,310,000 $ 700,000 $ 

percentage 66% 75% 71% ,.. 
Avorngo Cost por Dth hodgod $ 3.450 $ 5.014 $ 4.527 $ 4.433 ' Not all Positions$ (1) $ (497,700) $ (2,897,200) $ (2,490,0SO) $ (1,046,700) $ 

PHYSICAL. HEDGES 

Purchasod Dth $ 200,000 $ 200,000 $ 200,000 $ $ 
Purchased$ $ 785.500 $ 785,500 $ 785,500 $ $ 
Purchased $/Dth $ 3.928 $ 3.928 $ 3.928 $ $ 
Market$ $ 512,000 $ 477,000 $ 482,200 $ $ 
Market $/Dth (on Southern Start Pipollno) $ 2.560 $ 2.385 $ 2.411 ' $ 
Difference (S) versus current market $ (273,500) $ (308,500) $ (303,300) s $ 

FINANCIAL. HEDGES 

Swap/Futuros Dth Purchased $ 500,000 $ 1,000,000 $ 1,110,000 $ 700,000 $ 
Net Cost, $/Dth $ 3.258 $ 5.231 $ 4.635 $ 4.433 $ 
Market SlOth (at Swap location) ' 2.810 $ 2.642 $ 2.665 $ 2.938 ' Difference($) versus current Market s (224,200) $ (2,588,700) $ (2,186,750) $ (1,046,700) $ 

Swap/Futures Dth Sold or Settle 0 0 0 0 
Net Cost. $/Oth $ $ - $ $ ' Market $/Dth {at Swap location) $ - $ $ ' $ 
Swop Sttttlement- Receipt I (Payment) s $ $ $ $ 

Call Dth (Buy D Cull) 0 0 0 0 
Call Strike S!Dth ' - ' $ $ $ 
Market $/Dth (At Henry Hub or Swap locatJon) $ . $ $ $ $ 
Cost of Call $/Dth ' . $ $ $ $ 
Voiuo S of Call PosWon $ $ s $ $ 
(Cost)$ of Call Positton $ $ s $ $ 

Collar Oth 0 0 0 0 
Floor $/Dth $ $ $ - $ $ 
Ceiling $/Dth $ $ $ - $ - $ 
Morkot$/Dth (at Henry Hub or Swap lowtlon) $ $ $ - $ - $ 
Cost of Floor $10th $ $ $ $ - $ 
Valut:t of Ce-Iling S!Dth $ $ $ $ - $ 
(Cost) I Value$ of Collar Position $ $ $ $ $ 

Put Dth (Soli a Put) 0 0 0 0 
Put Strike $/Dth $ $ $ $ $ 
Morkot SlOth (at Henry Hub or Swap lowtlon) $ $ ' $ ' Revenue from Put $/Dth $ $ $ $ $ 
Value$ of Put Position $ $ $ $ $ 
(Cost) $of Put Position $ $ $ $ - $ 

No to 1: Market data using NYMEX Close Prices as of May 31, 2015, 
Nn!A ?• Pnllr.v minimum.:""" 1?1<111?01<; tncnAt« 

Note 4: Empire currently has no positions utilizing "options" and therefore the opttons section o!thls report Is not shown. 
Nolo 5: Storag& and usage aro estimates based on most current Information available. 

Jun- Doc 
2015 
6,557,124 
6,557,124 
3,934,274 
6,557,124 

3,910,000 
60% 

3,910,000 ' 60% 
4.467 $ 

(6,931,650) $ 

600,000 $ 
2,356.500 $ 

3.928 $ 
1,471,200 $ 

2.452 $ 
(885,300) $ 

3,310,000 $ 
4.564 $ 
2.738 $ 

(6,046,350) $ 

0 

- $ 

- $ 
$ 

0 

- $ . $ . $ 
$ 

- $ 

0 
$ 
$ 
$ 
$ 
$ 
$ 

0 
$ 
$ 
$ 
$ 
$ 

AI!Ye11r!i 
Yoar2016 Year 2017 Year 2018 
60% min 40% min 20% min 

9,757,650 10,310,058 10,269,212 
9,757,650 10,310,058 10,269,212 
5,854,590 4,124,023 2,053,842 
7.806,120 8,248,047 8,215.369 

4,776,000 2,082,900 1,065,000 
49% 20% 10% 

4,776,000 ' 2,082,900 s 1,065,000 $ 
49% 20% 10% 

3.898 $ 4.133 $ 4.121 $ 
(5.172,704) $ (2,193,104) $ (1,087,013) $ 

2,676,000 $ 782,900 $ 565,000 $ 
9,344,600 $ 2.663,350 s 2,130,450 $ 

3.492 $ 3.657 $ 3,771 $ 
7,000,496 $ 2,199,116 s 1,636,438 $ 

2.616 $ 2.809 $ 2.896 ' (2,344,304) $ (664,234) s (494,013) $ 

2.100,000 $ 1,300,000 $ 500.000 $ 
4.415 $ 4.420 $ 4,516 $ 
3.068 $ 3.244 $ 3.330 $ 

(2.828,400) $ (1 ,528,870) $ (593,000) $ 

0 0 0 
$ $ $ 
$ $ . $ 
$ - $ $ 

0 0 0 
$ $ - ' - $ $ . $ 

- $ $ - $ 
$ $ s 
$ $ s 

0 0 0 
$ - ' $ 
$ $ $ 
$ $ $ 
$ - $ $ 
$ . $ $ 
$ $ - $ 

0 0 0 
$ $ $ 
$ $ $ 
$ $ $ 

- $ - $ $ 
$ - $ $ 

Stora e Estimates 
Blllanco Dth 243,770 
WACOG $/Dth 2.937 

Yaar2019 
10%mln 
10,270,618 
10,270,618 

1,027,062 
8,216.495 

" - $ 

o• 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 

$ 

' $ 
$ 

0 
$ 
$ 
$ 

0 

' ' - $ 
$ 
$ 

0 
$ 

' ' $ 
$ 

- $ 

0 
$ 
$ 
$ 

- $ 
$ 

Totti! 
Not 

All Years 
47,164,662 
47,164,662 
16,993,792 
39,043,154 

11,833,900 
25% 

11,833,900 
25% 

4.147 
(15,384,471) 

4,623,900 
16,695,100 

3.611 
12,307.249 

2.662 
{4,387,851) 

7.210,000 
4.491 
2.966 

(10,996,620) 

-

-. 

-

-

-
-

Schedule JSR-D-4 
Proprietary 
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Tho Empire Olstrlct ELECTRIC Compnny 
Gas Position Summary as of June 30, 2015 

CurrenVU comln Yct~r 

July August September Oct- Dec 
2015 2015 2015 2015 

Budget Dth (3) 1,593,182 1,847,835 776,747 1,277,643 
Expected Dth (3) 1,593,182 1,847,835 776,747 1,277,643 
Polfcy minimum hedged Dth (2) 955,909 1,108,701 466,Q48 766,586 
Polley Maximum hedged Dth 1,593,182 1.847,835 776,747 1,277,643 

Amount det-doslgnated from Hedge omount 
Amount Hodged from Upside Volltllity Dth 1,269,017 1,310,000 100,000 600,000 

porcontago 80% 71% 13% 47"/, 
Amount Hedged from Downside Volltlllty Dth $ 1,269,017 s 1,310,000 $ 100,000 $ 600,000 $ 

percentage 80% 71% 13% 47% 
Avorago Coat por Oth hodgod $ 4.887 $ 4,529 $ 4.115 $ 4.486 $ 
Netoll Positions S (1) $ (2,744,992) $ (2.257,480) $ (127,300) $ (828,200 $ 

PHYSICAL HEDGES 

Purch~:~&od Oth $ 269,017 $ 200,000 $ $ $ 
Purchased$ $ 970,595 $ 787,500 $ $ $ 
PurchaS6d SJDth $ 3.608 $ 3.938 $ $ $ 
MarketS $ 683,303 $ 531,400 $ $ - $ 
Ml'lrkct $/Dth (on Southorn Start Plpelino) $ 2.540 $ 2.657 $ $ $ 
Difference ($) versus current market $ (287,292) $ (256,100) $ $ $ 

FINANCIAL HEDGES 

Swnp/Futul'()$ Oth Purchii.$Cd $ 1,000,000 $ 1,110,000 $ 100,000 $ 600,000 $ 
Net Cost. $/Dth $ 5.231 $ 4.635 $ 4.115 ' 4.486 $ 
Market SlOth (at Swap location) ' 2.nJ $ 2.832 $ 2.842 $ 3.106 $ 
Difference ($)versus current Market $ (2,457,700) $ (2,001,380) s (127,300) $ (828,200) $ 

Swap/Futures oth Sold or Settle 0 0 0 
Net Cost, $/Dth $ - $ ' $ 
Market $/Dth (at Swap locotion) $ - $ - $ ' -
Swap Settlement· Recolpt I (Payment) $ $ $ - $ 

Cnll Oth {Buy 11. Coli) 0 0 0 
Call Strike $/Dth $ $ $ - $ 
Marko! $/Dth (At Honry Hub or Swap location) $ $ $ - ' Cost of Call SlOth ' $ $ - $ 
Value$ of Call Position $ - $ $ $ 
(Cost}$ of Call Position $ $ $ $ 

Coll:~r Oth 0 0 0 
Floor S/Dth $ $ ' ' Coiling $/Dth $ - $ ' $ 
Morket $/Dth (at Henry Hub or Swop location) ' - $ ' $ -
Cost of Floor $10th $ ' $ s -
Value of C&lllng $/Dth $ $ $ - $ -
(Cost) f Value$ of Collar Position $ $ $ $ 

Put Oth (Soil a Put) 0 0 0 
Put Strike SlOth ' $ s $ 
Market $/Dth (at Henry Hub or Swap location) $ $ - $ $ 
Revenue from Put $/Dth $ $ - s $ 
Value$ of Put Position $ s $ $ -
{Cost) $of Put Position $ s $ $ 

Note 1: Market data using NYMEX Close Prices as of Juno 30, 2015. 
Note 2: Polley minimums are 12/31/2015toroets. 

Note 4: Empire currently has no positions u@zlng "optlor.s• and therefore the options section of this report Is not shown. 
Note 5: Storogo and usogo are estimates based on most current Information available. 

0 
$ 
$ 
$ 

0 
$ 
$ 
$ 
I 
$ 

0 
$ 
$ 
$ 
$ 
$ 
$ 

0 
$ 
$ 
s 
s 
$ 

Jul- Doc 
2015 
5,495,407 
5,495,407 
3,297,244 
5,495,407 

3,279,017 
60% 

3,279,017 $ 
60% 

4.647 $ 
(5,957 ,972) $ 

469,017 $ 
1,758,095 $ 

3.748 $ 
1,214,703 $ 

2.590 $ 
(543,392) $ 

2,810,000 $ 
4.797 ' 2.870 $ 

(5,414,580) $ 

0 
$ 
$ 
$ 

0 
$ 

- ' - $ 
$ 
$ 

0 
$ 
$ 
$ 
$ 

' s 

0 

' ' ' $ 
$ 

AIIYeors 
Year 2016 Year2017 Year 2018 
60% min 40% min 20%mln 

9,757,650 10,310,058 10,269,212 
9,757,650 10,310,058 10,269.212 
5,854,590 4,124,023 2,053.842 
7,806,120 8,248,047 8,215.369 

4,776,000 2,082,900 1,065.000 
49% 20% 10% 

4,776,000 $ 2,082,900 $ 1,065,000 $ 
49% 20% 1•0% 

3.898 $ 4.133 $ 4.121 $ 
(4,601,582) $ (2,096,771) $ (1,065,565) $ 

2,676,000 $ 782,900 s 565,000 $ 
9,344,800 $ 2,863,350 $ 2,130,450 $ 

3.492 $ 3.657 $ 3.771 $ 
7,359,018 $ 2,221.349 $ 1.642,885 $ 

2.750 $ 2.837 $ 2.908 $ 
(1,985,782) $ (642,001) $ (487,565) s 

2,100,000 $ 1,300,000 $ 500,000 $ 
4.415 $ 4.420 $ 4.516 $ 
3.169 $ 3.301 $ 3.360 $ 

(2,615,800) $ (1,454,770) s (578,000) $ 

0 0 0 
$ - $ $ 
$ $ - $ 
$ $ $ 

0 0 0 
- $ $ $ 
- $ $ $ 

$ $ $ 
$ $ - $ 
$ s - $ 

0 0 0 
$ $ $ 
$ $ $ 
$ $ - ' - s $ $ - $ $ ' $ $ $ 

0 0 0 
$ $ $ 
$ - $ $ 
$ - s ' - $ $ s 

- s $ s 

StoriiQa Estimates 
Bolonce Dth 322,858 
WACOG $/Dth 2.856 

Year 2019 
10%mln 
10,270,618 
10,270,618 

1,027,062 
8,216,495 

0"' 
s 

0% 
$ 
$ 

s 
$ 
$ 
$ 

- $ 
$ 

$ 
$ 
$ 
s 

0 

- ' ' $ 

0 
$ 
$ 
$ 
$ 
$ 

0 

' $ 
$ 
$ 
$ 

- s 

0 
$ 
$ 

' $ 
$ 

Total 
Not 

All Yeors 
46,102,945 
46,102,945 
16,356,762 
37,981.438 

11,202,917 
24% 

11,202,917 
24% 

4.182 
(13,721,890) 

4,492,917 
16,096,695 

3.583 
12,437.955 

2.768 
(3,658,740) 

6,710.000 
4.583 
3.083 

(10,063.150) 

-

Schedule JSR-D-4 
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Tho Emplro Dlatrict ELECTRIC Comp~:~ny 
Gas Position Summary as of Jul 31, 2015 

CurrenVU comln Year 
August September 
2015 2015 

Budget Dth (3) 1,847,835 776,747 
Expected Dth (3) 1,847,835 776,747 
Policy minimum hedged Dth (2) 1,108,701 466,048 
Polley Maximum hedged Dth 1.847,835 776,747 

Amount do-das1gnnted from Hedge amount 
Amount Hedged from Upside Volltillty Dth 1,445,000 100,000 

percentage 78% 13% 
Amount Hedgod from Downside Volltlllty Dth ' 1,445,000 s 100,000 ' percentage 78% 13% 
Average Cost por Dth hedged s 4.352 $ 4.115 $ 
Not all Positions S (1) $ (2.184,340) s (139,900) s 

PHYSICAL HEDGES 

Purchased Dth $ 335,000 s - s 
Purchased$ $ 1,144,050 s - $ 
Purchas!'>d $/Dth $ 3.415 $ s 
Morkot $ ' 901,150 s - s 
Market $/Dth (on Southam Start Pipeline) s 2.690 $ $ 
Difference ($)versus current market ' (242,900) $ - s 

FINANCIAL HEDGES 

Swap/Futures Oth Purchased ' 1,110,000 $ 100,000 $ 
Net Cost, $/Dth $ 4.635 $ 4,115 $ 
Market $/Dth (at Swap location) $ 2.886 $ 2.716 s 
Difference ($)versus current Market ' (1,941,440) $ (139,900) $ 

Swap/Futures Dth Sold or Settle 0 0 
Net Cost, $10th $ $ $ 
Markot $/Dth (at Swop location) $ $ $ 
Swap Settlement· Receipt f (Payment) ' - $ s 

Call Dth (Buy t1 Cnll) 0 0 
Call Strike $/Dth $ $ s 
Market $/Dth (At Henry Hub or Swap location) ' $ $ 
Cost of Call $/Dth ' $ s 
Voluo $of Call Position I ' $ 
(Cost)$ of Call Pos1tlon ' ' - $ 

CoU11r Dth 0 0 
Floor S/Dth ' $ $ 
Ceiling $/Dth $ $ $ 
Market SlOth (at Henry Hub or Swap location) ' $ $ 
Cost of Floor $/Dth ' $ $ 
Value of C&lllng $/Dth $ $ $ 
(Cost) f Value $of Collar Position $ I I 

Put Dth (SoliD Put) 0 0 
Put Strike $10th s $ ' Market $/Dth (at Henry Hub or Swop location) s $ ' Revenue from Put $/Dth s - $ $ 
Voluo $of Put Position s $ $ 
(Cost)$ of Put Position $ s I 

Note 1: Market data using NYMEX Close Prices as of July 31, 2015. 
Note 2: Pollcv minimums ar<'> 12/31/2n1 s tnmAt"' 

!ole 4: Empire curmntly has no positions utilizing "options" and ther&fore the optlo1 
Nolo 5: Storage and usage are estimates based on most current Information ovailablo. 

October Nov- Doc Aug- Dec 
2015 2015 2015 

510,885 766,758 3.902,225 
510,885 766,758 3,902,225 
306,531 460,055 2,341,335 
510,885 766,758 3,902,225 

600,000 2,145,000 
0% 78o/, 55% 

$ 600,000 $ 2,145,000 s 
0% 78o/, 55% 

$ 4.486 $ 4.379 s 
$ (883,900) $ (3,208,140) s 

' $ 335,000 s 
I ' 1,144,050 s 
$ $ 3.415 s 
I $ 901,150 $ 
$ $ 2.690 $ 

' ' (242,900) s 

$ 600,000 ' 1,810,000 $ 
$ 4.486 $ 4.557 $ 
$ 3.013 $ 2.919 $ 

' (883,900) $ (2,965,240) $ 

0 0 0 
- $ $ $ . $ - $ $ 

I ' - $ 

0 0 0 
- $ - ' $ 

- s - $ $ 
s - s $ 

' I - ' s I $ 

0 0 0 
$ - s $ 
$ $ $ 
s $ $ 
$ - s $ 
$ $ $ 
$ - $ $ 

0 0 0 

' s ' $ $ ' ' $ $ 

' ' s 
' ' s 

this report Is not shown 

All Yeors 
Yoar2016 Year 2017 Year 2018 
60% min 40% min 20%mln 

9,757,650 10,310,058 10,269,212 
9,757,650 10,310,058 10,269,212 
5,854,590 4,124,023 2,053,842 
7,806,120 8,248.047 8.215,369 

4,776,000 2,082.900 1,065,000 
49% 20% 10% 

4,776,000 ' 2,082,900 $ 1,065,000 s 
49% 20% 10% 

3.898 s 4.133 $ 4.121 $ 
(5,022,398) $ (2,371.315) $ (1,207,010) s 

2,676,000 $ 782,900 I 565,000 s 
9,344,800 I 2,863,350 ' 2,130,450 s 

3,492 s 3.657 $ 3.771 $ 
7,150,502 I 2,098,905 ' 1,550,690 $ 

2.672 s 2.6B1 $ 2.745 s 
(2,194,298) $ (764,445) $ (579,760) $ 

2,100,000 $ 1,300.000 ' 500,000 $ 
4.415 s 4.420 $ 4.516 $ 
3.068 s 3.184 $ 3.262 $ 

(2,828,100) $ (1,606,870) $ (627,250) $ 

0 0 0 
$ $ - $ 
$ $ $ 
s I - ' 

0 0 0 

' $ $ 
s $ - $ 
$ - $ $ 

- $ ' ' - $ ' - ' 
0 0 0 

$ - s $ 
$ - s s 
$ - s $ 
$ - $ $ 
$ - $ $ 

- $ - $ $ 

0 0 0 

- $ s $ 
$ s $ 
$ s $ 
I $ s 
' ' s 

Stora o Estimates 
Balance Dth 411,946 
WACOG $/Dth 2.806 

Year 2019 
10%min 
10,270,618 
10,270,618 

1,027,.0S2 
8,216.495 

0'' 
$ 

0"' 
s 

' 

I 
I 
s 
I 

- s 
I 

$ 
s 
s 
I 

0 
s 
$ 
$ 

0 
$ 
$ 
$ 

' - $ 

0 
$ 
$ 
$ 
$ 
$ 

- ' 
0 

I 
s 
$ 
I. 

' 

Toto I 
Not 

All Yeors 
44,509.763 
44,509.763 
15,400,852 
36,388,255 

10,068,900 
23"/o 

10,068,900 
23o/, 

4.072 
(11 ,808,863) 

4,358,900 
15,482.650 

3.552 
11,701,247 

2,684 
(3,781,403) 

5,710.000 
4.470 
3.064 

(8,027.460) 

-
-

-
-
-

-

Schedule JSR-D-4 
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Tho Empire District ELECTRIC Comp:my 
Gas Position Summarv as of Auqust 31. 2015 

Current/U comln Year 
September Octobor November Doc- Doc Sep- Dec 

2015 2015 2015 2015 2015 
Budgot Dth (3) 776,747 510,885 388,808 377,951 2,054,390 
Expectod Dth (3) 776,747 510,885 388,808 377,951 2,054,390 
Polley minimum hedged Dth (2) 466,048 306,531 233,285 226,770 1,232,634 
Polley Maximum hodged Dth 776,747 510,885 388,808 377,951 2,054,390 

Amount de-designated from H&dge amount 
Amount Hedged from Upside Volltlllty Dth 110,000 100,000 500,000 710,000 

porcontage 14% 0% 26% 132o/, 35% 
Amount Hedged from Downside Volltlllty Dth $ 110,000 $ $ 100,000 $ 500,000 $ 710,000 $ 

percentage 14% 0% 26% 132'1< 35% 
Avor:~ge CoGt per Dth hedged $ 3.965 $ $ 4.202 $ 4.543 $ 4.405 ' Not all Posltlons $ (1) $ (148,050) s - $ (144,100) $ (819,000 $ (1,111,150) $ 

PHYSICAL. HEDGES 

Purch:rscd Dth $ 10.000 $ $ - $ $ 10,000 $ 
Purchased$ $ 24,650 $ $ $ $ 24,650 $ 
Purchased $!Dth $ 2.465 ' $ $ ' 2.465 $ 
Market$ $ 24,300 $ $ $ $ 24,300 $ 
Market $10th (on Southem Start Pipeline) $ 2.430 ' $ - $ $ 2.430 $ 
Difference ($)versus current market $ (350) $ - $ $ $ (350) s 
FINANCIAl.. HEDGES 

Swap/Futuro& Dth Purchllsod • 100,000 $ $ 100,000 $ 500,000 $ 700,000 $ 
Net Cost, SlOth $ 4.115 $ ' 4.202 $ 4.543 $ 4.433 $ 
Market $/Dth (at Swap location) $ 2.638 $ - ' 2.761 $ 2.905 $ 2.848 ' Difference ($)versus current Market $ (147,700) s $ (144,100) $ (819,000) $ (1,110,800) $ 

Sw:rp/Futuros Dth Sold or St~ttlo 0 0 0 0 0 
Net Cost. $/Dth $ - ' $ - ' ' $ 
Market $/Dth (at Swap locution) ' . ' $ - ' ' - ' Swop $(1ttlement- R&eolpt f (Payment) $ $ $ $ ' $ 

Cull Dth (Buy a C:a/1) 0 0 0 0 0 
Call Strlko S/Dth ' $ ' $ $ ' Market S/Dth (At Henry Hub or Swep location) $ $ ' $ $ ' Cost of Call $!Dth $ $ ' ' $ $ 
ValueS of Call Position $ $ $ $ - $ $ 
(Cost)$ of C::~ll Position $ $ $ - ' $ $ 

Collar Dth 0 0 0 0 0 
Floor $10th $ $ $ $ ' $ 
Ceiling $/Dth $ $ $ - $ ' $ 
Marko! $10th (at Henry Hub or Swop locutJon) ' $ $ . ' $ - $ 
Cost of Floor SlOth ' $ $ ' $ . $ 
Valutt of Cell1ng S/Dth ' $ $ ' $ ' (Cost} I ValueS of Collar Position $ ' $ $ $ $ 

Put Dth (Soli a Put) 0 0 0 0 0 
Put Strike $10th $ - ' ' $ $ $ 
Market $/Dth (ot Henry Hut> or Swop location) ' - $ $ $ - $ ' Rovonuo from Put SlOth $ ' . ' $ - $ ' Value S of Put Posltlon $ $ $ $ $ - $ 
(Cost)$ of Put Position $ $ $ $ $ - $ 

Note 1: Market data using NYMEX Close Prices as of August 31, 2015. 
Note 2: Pollcv minimum.<: l'lrA 11n1/2015 tnmAt" 

Note 4: Empire currently has no posltlons utilizing 'options• and therefore the optlons section ofthls report Is not shown. 
Note 5·. Storage and usage are estimates based on most current Information available. 

All Yeors 
Year 2016 Year2017 Y!lar2018 
60%mln 40% min 20%mln 

9,757,650 10,310,058 10.269,212 
9,757,650 10,310,058 10,269,212 
5,854,590 4,124,023 2,053,842 
7,806,120 8,248.047 8.215.369 

4,776,000 2,082,900 1,065,000 
49% 20% 10% 

4,776,000 $ 2,082,900 $ 1,065,000 $ 
49% 20% 11)% 

3.898 ' 4.133 $ 4.121 $ 
(5,376,626) $ (2,627,871) s ·:1,348,235) $ 

2,676,000 $ 782,900 $ 565,000 $ 
9,344,800 $ 2,863,350 $ 2.130,450 $ 

3.492 ' 3.657 ' 3,771 ' 7,076,374 $ 2,033,449 $ 1,491,465 $ 
2.644 ' 2.597 $ 2.640 ' (2,268,426) $ (829,901) s (638,985) $ 

2,100,000 $ 1,300,000 $ 500,000 $ 
4.415 $ 4.420 $ 4.516 $ 
2.935 $ 3.037 $ 3,098 $ 

(3, 1 08,200) $ (1,797,970) $ (709,250) s 

0 0 0 . ' $ - ' ' $ ' $ $ $ 

0 0 0 

' $ $ 
$ . ' ' $ ' $ 
$ $ $ 
$ $ $ 

0 0 0 
$ $ ' - $ $ ' $ $ ' $ ' $ 
$ - $ ' $ $ $ 

0 0 0 
$ ' $ 
$ ' - ' $ $ - $ 
$ $ $ 
$ $ $ 

Storaqe Estimates 
Balance Dth 500,799 
WACOG$/Dth 2.779 

Yoar2019 
10%mln 
10,270,618 
10,270,618 

1,027,062 
8,216,495 

,. 
- $ ,. 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 

$ 

- ' ' $ 

0 

' $ 

' 
0 

$ 
$ 
$ 
$ 
$ 

0 
$ 
$ 
$ 
$ 
$ 

- $ 

0 
$ . ' - $ 
$ 
$ 

Totnl 
Not 

All Years 
42,661,928 
42,661,928 
14,292,151 
34,540,420 

8,633.900 
20% 

8,633,900 
20% 

4.024; 

(10,463,882) 

4,033,900 
14,363,250 

3.561 
10,625.588 

2.634 
(3.737.662) 

4,600,000 
4.430 
2.968 

(6,726,220) 

-

-

-
-

-

Schedule JSR-D-4 
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Tho Emplro District ELECTRIC Company 
Gas PositJon Summary as of Se tember 30, 2015 

CurmnVU comln Yenr 
October November December Jan· Dec 

2015 2015 2015 2016 
Budgot Dth (3) 510,885 388,808 377,951 9,757,650 
Expected Dth (3) 510,885 388,808 377,951 9,757,650 
Polley minimum hedged Dth (2) 306,531 233,285 226,770 5,854,590 
Polley Maximum hedged Dth 510,885 388,808 377.951 9,757,650 

Amount do-doslgnotod from Hedge amount 
Amount Hodgod from Upside Volltlllty Dth 35,000 100,000 500,000 5,256,000 

percentage 7% 26% 132% 54% 
Amot.mt Hedged from Downside Volltlllty Dth s 35,000 s 100,000 $ 500,000 $ 5,256,000 $ 

percentag!l' 7% 26% 132% 54% 
Avor::~ge Cost por Oth hodgod $ 2.349 $ 4.202 $ 4.543 $ 3,795 $ 
Not all Positions S (1) $ 2.125 $ (167,800) $ (921,000) $ (5,966,314) $ 

PHYSICAL HEDGES 

Purchased Oth $ 35,000 $ $ $ 2,676,000 $ 
Purchased$ $ 82,225 s $ $ 9,344,800 $ 
Purchased $10th $ 2.349 $ $ $ 3.492 $ 
Market$ $ 84,350 $ . $ $ 6,761.506 $ 
Market $10th {on Southern" Start Pipollno) $ 2.410 $ $ $ 2.527 $ 
Difference ($)versus current market $ 2,125 $ . $ $ (2,583,294) $ 

FINANCIAL HEDGES 

SwapJFuturos Oth Purchased $ $ 100,000 $ 500,000 $ 2,580,000 $ 
Net Cost, $/Dth $ $ 4.202 $ 4.$43 $ 4.110 $ 
Market $1Dth (at Swap location) s $ 2.524 $ 2.701 $ 2.799 $ 
Difference ($)versus current Market $ s (167,800) $ (921,000) $ (3,383,020) $ 

SwapJFutures Oth Sold or Settle 0 0 0 0 
Net Cost, $10th $ $ s . $ $ 
Market $/Dth {at Swap location) $ $ $ $ . $ 
Swap Settlement- Receipt I (Payment) $ . $ . $ $ $ 

Call Dth (Buy 11 Call) 0 0 0 0 
Call Strlko S/Dth $ $ $ . $ $ 
Market $/Dth (At Henry Hub or Swap location) $ $ $ . $ . $ 
Cost of Call $10th $ $ $ $ $ 
Valuo S of Call Position $ $ s $ $ 
(Cost)$ of Call Position $ . $ s $ $ 

Collar Dth 0 0 0 0 
Floor $/Dth $ $ $ $ $ 
Coiling $/Dth $ $ $ $ . $ 
Market $/Oth (nt Henry Hub or Swap location) $ $ $ $ . $ 
Cost of Floor $/Dth $ $ $ $ $ 
Vnlue of Calling SlOth $ $ $ $ $ 
(Cost) I Value$ of Collar Position $ $ $ $ $ 

Put Dth (Soli a Put) 0 0 0 0 
Put Strike $10th $ $ $ $ $ 
Morket SlOth (nt Henry Hub or Swop locotlon) $ $ $ s s 
Rovonuo from Put $/Dth $ ' . $ ' s 
Value$ of Put Position $ $ $ $ . $ 
(Cost)$ of Put Position ' $ $ $ . $ 

No to 1: Market data using NYMEX Close Prices os of September 30, 2015. 
Note 2: Pellcv minimums me 12131/2015 tnrm'>ffi 

ote 4: Empire currently has no positions utilizing "options" and therefore the options section of this report Is not shown 
Note 5: Storogo and usage are estimates based on most current Information available. 

Oct-Doc 
2015 
1,277,643 
1,277,643 

766,586 
1.277,643 

635,000 
SO% 

635,000 s 
50% 

4.368 $ 
(1.086,675) $ 

35,000 s 
82,225 $ 
2.349 $ 

84,350 $ 
2.410 $ 
2,125 $ 

600,000 $ 
4.486 $ 
2.672 $ 

(1 ,088,800) s 

0 
$ 
$ 

. s 

0 
$ 
$ 
$ 
$ 
$ 

0 
$ 
$ 
$ 
$ 
$ 
$ 

0 
$ 
$ 

' $ 
$ 

All Years 
Year 2016 Year 2017 Year2018 
60% min 40%min 20%min 

9,757,650 10,310,058 10,269,212 
9,757,650 10,310,058 10,269,212 
5,854,590 4,124,023 2,053,842 
7,806.120 8,248,047 8,215,369 

5,256.000 2,082,900 1,065,000 
54% 20% 10% 

5,256,000 $ 2,082,900 $ 1,065,000 $ 
54% 20% 10% 

3.795 $ 4.133 $ 4.121 $ 
(5,966.314) $ (2,844,762) $ (1.479,753) $ 

2,676,000 $ 782,900 $ 565,000 s 
9,344,800 $ 2,863,350 $ 2.130,450 $ 

3.492 $ 3.657 $ 3.771 $ 
6,761,506 $ 1,969,778 $ 1,429,448 $ 

2.527 $ 2.516 $ 2.530 $ 
(2,583.294) $ (893,572) $ (701,003) s 

2,580.000 $ 1,300,000 $ 500,000 $ 
4.110 $ 4.420 $ 4.516 $ 
2.799 s 2.919 $ 2,959 $ 

(3,383,020) $ (1,951,190) $ (778,750) s 

0 0 0 
$ $ $ 
$ $ $ . $ $ $ 

0 0 0 
$ $ $ 
$ . $ $ 
$ . $ . $ 

. $ $ $ . $ $ . $ 

0 0 0 
$ . $ $ 
$ . $ $ 
$ . $ $ 
$ . $ $ 
$ . $ $ 
$ $ $ 

0 0 0 
$ $ $ 
$ $ $ 
$ $ . $ 
$ $ $ 
$ . $ $ 

L Stora o Estimates 
Balance Dth 649,279 
WACOG$1Dth 2.710 

Year 2019 
10%min 
10,270,618 
10,270,618 

1,027,062 
8,216,495 

'"' $ 
O"A . $ 

$ 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
. $ 

$ 
$ 

0 
$ 
$ 
$ 

0 
$ 
$ 
$ 
$ 
$ 

0 
$ 
$ 
$ 
$ 
$ 
$ 

0 
$ 

' ' $ 
$ 

Totnl 
Not 

All Yc:mrs 
41,885,181 
41,885,181 
13,826.103 
33,763,674 

9,038.900 
22% 

9,038,900 
22% 

3.894 
(11 ,377,503) 

4,058.900 
14,420,825 

3.553 
10,245.082 

2.524 
(4,175,743) 

4,980,000 
4.277 
2.831 

(7,201,760) 

. 

. 

. 

. 

. 

. 

. 

Schedule JSR-D-4 
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Dth (2) 
Dth 

:1 from Hodge. amount 
Upside Volltllity Dth 

Downside Volltlllty Dth I' 
$ 
$ 

I 
HEDGES 

Dth 

I~ 
34,000 $ $ $ 2,675,000 $ 34,000 $ 2,676,000 $ 

$ 57,410 $ $ $ 9,344,800 $ 57.410 $ 9,344,800 $ 
$/Dth 1.689 $ $ ' 3.492 ' 1.689 ' 3.492 ' $ 64,260 $ $ $ 6,365,752 $ 54,260 $ 5,365.752 $ 

' 1,890 $ $ - ' 2.379 ' 1.890 $ 2.379 $ 
$ 6,850 $ - $ $ (2,979,036) $ 6,850 $ (2,979,036) $ 

$ 100,000 $ 500,000 $ 920,000 $ 5,020,000 s 600,000 $ 5,940,000 $ 
$ 4.202 $ 4.543 $ 3.127 $ 3.360 $ 4.486 $ 3.324 $ 
$ 2.030 $ 2.321 $ 2.490 $ 2.614 $ 2.273 $ 2.595 $ 
$ (217,200) $ (1,111.000) $ (585,600) $ (3,740,990) $ {1,328,200) s (4,326,590) s 

0 0 0 0 0 0 
$ $ $ - ' $ ' - $ 

(at Swap location) 1: - $ $ - $ $ - ' $ 
-Receipt f (Payment) $ s $ $ s $ 

0 0 0 0 0 0 

' ' $ ' $ ' $ 
Honry Hub or Swop location) .. $ $ $ $ $ ' $ $ $ $ $ $ $ 

$ $ $ $ - s $ $ 
$ $ $ $ - $ $ - s 

0 0 0 0 0 0 
$ $ - $ $ - $ $ ' $ ' $ ' $ $ $ 
$ $ $ ' $ ' $ 

' ' ' - ' ' $ - ' $ $ ' - $ $ $ - ' $ $ s $ $ s $ 

0 0 0 0 

' $ $ ' $ 

' $ ' ' ' ' $ ' $ $ 
$ $ s $ $ 

\'--'OSI) ;)> 01 t"'UI t"'OSIIIOn _ls ' $ $ $ $ - s 
Note 1: Market data using NYMEX Close Prices as of October 31,2015. 
Note 2: Polley minimum:;: uro 12131/2015turgets. 

Note 3: For 2015 through 2019, Budgeted & Expoctod Dth aro from FINAL F&PP Budget for 2015. "12/15--12/16 updated 1012012015 based on Preliminary 201 
Note 4: Empire currently has no positions utilizing "optlor.s" and therefor& the options s&ctlon of this report Is not shown. 
Nolo 5: Storage and usage oro eatlmatos based on most currant information avalloblo. 

782,900 $ 
2,863,350 $ 

3.657 $ 
1,855,228 $ 

2.382 $ 
(998,122) s 

3,220,000 ' 3.522 $ 
2.796 $ 

(2,339,390) $ 

0 
$ 
$ 
s 

0 

- $ 

- $ 
$ 
$ 
$ 

0 
$ 
$ 
$ 
$ 
$ 

- $ 

0 
- $ 

- ' ' ' $ 

565,000 $ 
2,130,450 $ 

3.771 ' 1,384.913 $ 
2.451 $ 

(745,538) $ 

1.220,000 $ 
3.617 $ 
2.867 $ 

(915.190) s 

0 
$ 

- ' $ 

0 
$ 

' $ 
$ 
$ 

0 
$ 
$ 

- $ 
$ 
$ 
$ 

0 
$ 
$ 
$ 

- s 
s 

$ 
$ 

' $ 
$ 
$ 

$ 

- $ 

- $ 
$ 

0 

' ' $ 

0 
$ 
$ 

' $ 
$ 

0 
$ 

' $ 
$ 

' $ 

0 
$ 

' $ 
s 
$ 

4,057,900 
14,396,010 

3.548 
9,680,163 

2.386 
(4,71 

10,980,000 
3.478 
2.667 

Schedule JSR-D-4 
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Thct Emplro Dis.trlct ELECTRIC Company 
Gas Position Summary as of November 30, 2015 

CurrontiU camino Year 
December January February Mar- Dec Dec- Dec 

2015 2016 2016 2016 2015 
Budget Dth (3) 962,200 1,181,400 939,700 12,106,400 962,200 
Expected Dth (3) 962,200 1,181,400 939,700 12,106,400 962,200 
Polley minimum hedged Dth (2) 577,320 708,840 563,820 7,263,840 577,320 
Polley Maximum hedged Dth 962,200 1,181.400 939,700 12,106,400 962.200 

Amount de-deslgn:;~ted from Hedge amount 
Amount Hedged from Upside Volltlllty Dth 508,888 920,000 720,000 6,976,000 508,888 

percontago 53% 78% 77% 5Bo/, 53% 
Amount Hedged from Downside Volltlllty Dth $ 508,888 $ 920,000 $ 720,000 $ 6,976,000 $ 508,888 $ 

percentage 53% 78% 77% 58°/. 53% 
Avorngo Cost por Dth hodgod $ 4.500 $ 3.127 $ 2.725 $ 3.476 $ 4.500 $ 
Net all Positions$ (1) $ (1,168,553) $ (820,200) $ (312,960) $ (7,346,686) $ (1,168.553) $ 

PHYSICAL HEDGES 

Purchuod Dth $ 8,888 $ $ $ 2,676,000 $ 8,888 $ 
Purchased$ $ 18,718 $ $ $ 9,344,600 $ 18,718 $ 
Purchased $1Dth $ 2.106 ' $ ' 3.492 $ 2.106 $ 
Marko!$ $ 18,665 s $ $ 6,010,502 $ 18,665 $ 
Marko! $10th (on Southern Start Pipeline) s 2.100 ' $ $ 2.246 $ 2.100 $ 
Difference ($)versus current market $ (53) $ $ $ (3,334,298) $ (53) $ 

FINANCIAL HEDGES 

Sw:~piFuturos Oth Purchn:ed $ 500,000 s 920,000 s 720,000 $ 4,300,000 $ 500,000 s 
Net Cost, $10th $ 4.543 ' 3.127 $ 2.725 $ 3.466 $ 4.543 ' Market $10th (at Swap location) $ 2.206 ' 2.235 ' 2,290 $ 2.533 $ 2.206 $ 
Difference ($)versus current Market $ (1,168,500) s (620,200) $ (312,960) $ (4,012,590) $ (1,168,500) s 

Sw:~p/Futurcs Dth Sold or Settle 0 0 0 0 0 
Net Cost. $/Dth $ $ ' $ $ $ 
Market $/Dth (at Swap location) $ $ ' - $ $ $ 
Swap Settlement- Receipt f (Payment) $ $ - $ $ $ s 
Call Dth {Buy n Cnll) 0 0 0 0 0 
Coil Strike $/Dth s $ ' $ $ - $ 
Morkot $10th (At Henry Hub or Swap locution) s ' $ $ ' $ 
Cost of Call $10th $ $ ' $ $ ' Valuo S of Call Position $ $ - s $ $ $ 
(Cost)$ of Coli Position $ $ s $ $ $ 

Coll:~r Dth 0 0 0 0 0 
Floor $/Dth $ $ ' - ' ' $ 
Coiling $/Dth $ s $ - ' $ ' Market $/Dth (at Henry Hub or Swap location) ' ' ' - ' ' ' Cost of Floor $10th ' ' $ - ' - ' ' Volue of Calling $/Dth ' ' $ - ' - $ ' (Cost) I Value$ of Collar Position $ $ $ $ $ - $ 

Put Dth (Soli a Put) 0 0 0 0 0 
Put Strike $/Dth ' $ $ - $ - ' ' Market $/Dth (al Henry Hub or Swap location) $ $ ' - $ - $ ' Rovonuo from Put $/Dth ' $ ' - $ - $ ' ValueS of Put Position $ - $ - $ $ $ $ 
(Cost)$ of Put Position $ - $ - $ s $ $ 

Note 1: Market data using NYMEX Close Prices as of November 30, 2015. 
Note 2: Pollcv minimums are 12/31/2015 taroets. 

Nolo 4: Empire currantly has no positions utilizing "option~;~" and therefore the option:~ section of this report Is not shown. 
Note 5: Storage and usage are estimates based on most current Information available. 

All Yearn 
Yoar 2016 Year 2017 Year 2018 
60% min 40%mln 20%mln 

14,227,500 14,671,030 14,766,560 
14,227,500 14,671,030 14,766,560 
8,536,500 5,868,412 2,953,312 

11,382,000 11,736,824 11,813,248 

8,616,000 5,992,900 3,025,000 
61% 41% 20% 

8,616,000 $ 5,992,900 $ 3,025,000 $ 
61% 41% 20% 

3.376 ' 3.347 ' 3.334 $ 
(8,480,048) $ (3.679,412) $ (1 ,629,640) $ 

2,676,000 $ 782,900 $ 565,000 $ 
9,344,800 $ 2,863,350 $ 2,130,450 s 

3.492 $ 3.657 ' 3.771 ' 6,010,502 $ 1,833,478 $ 1,355,430 s 
2.246 $ 2.342 $ 2.401 $ 

(3,334,298) $ (1,029,8n) s (774,020) $ 

5,940,000 $ 5,210,000 $ 2,460,000 s 
3.324 $ 3.300 $ 3.234 ' 2.457 $ 2.792 $ 2.805 $ 

(5,145,750) $ (2,649,540) $ (1 ,055,620) s 

0 0 0 

- $ $ $ 

- ' $ $ 
$ $ $ 

0 0 0 
$ $ ' - $ $ ' - $ $ ' $ $ s 
$ $ $ 

0 0 0 
$ ' $ 
$ ' ' $ $ ' $ - ' ' $ - ' ' - $ $ $ 

0 0 0 
$ - ' ' s - $ ' $ - ' ' - $ s - $ 

- $ $ $ 

I Stora e Estimates 
Balance Dth 589,756,1 
WACOG$/Dth 2.651 

Year 2019 
10%mln 
14,382,698 
14,382,698 

1,438,270 
11,506,158 

1,460,000 

10" 
1,460,000 $ 

10"/o 
2.955 ' 168,500 $ 

$ 
$ 

' $ 

' $ 

1,460,000 $ 
2.955 ' 3.070 $ 

168,500 $ 

0 

' - ' $ 

0 

- $ 
$ 
$ 
$ 
$ 

0 
$ 

' $ 
$ 
$ 

- $ 

0 
$ 
$ 
$ 
$ 
$ 

Total 
Not 

All Years 
59,009,988 
59,009,988 
19,373,814 
47,400.430 

19,602,788 

33°/. 
19,602,788 

33'll< 
3.364 

(14,989.153) 

4,032,788 
14,357.318 

3.560 
9,219,075 

2.286 
(5,138.243) 

15,570,000 
3.306 
2,673 

(9,850.910) 

-
-
-
-

-
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Tho Emptro Dlstrlct ELECTRIC Compnny 
Gas Position Summary as of December 31. 2015 

Current/U comln Year 
January February March Apr· Doc Jan· Dec 

2016 2016 2016 2016 2016 
Budget Dth (3) 1,181,400 939,700 417,400 11,689,000 14,227,500 
Expected Dth {3) 1,181,400 939,700 417,400 11,689,000 14,227,500 
Polley minimum hedged Dth (2) 708,840 563,820 250,440 7,013,400 8,536,500 
Polley Maximum hedged Dth 1,181,400 939,700 417,400 11,589,000 14,227,500 

Amount da-doslgnated from Htldge amount 
Amount Hedged from Upside Volltillty Dth 950,000 720,000 240,000 6,736,000 8,646,000 

percentage 80% 77% 57% 58o/, 61% 
Amount Hedged !rom Downside Volltll!ty Dth s 950,000 ' 720,000 ' 240,000 $ 6,736,000 $ 8,646,000 s 

porcontago 80% 77% 57% 58'1'< 61% 
Avorago Co&t PQr Dth hodgod ' 3.100 ' 2.725 ' 2.552 ' 3.509 ' 3.372 ' Net all Positions$ (1) $ (698,210) $ (279,120) $ (45,360) $ (7.130,124 $ (8,152,814) $ 

PHYSICAL HEDGES 

Purch:tsod Dth $ 30,000 $ $ ' 2,676,000 $ 2,706,000 $ 
Purchased$ s 58,550 $ $ s 9,344,800 $ 9,413,350 $ 
Purchased $/Dth s 2.285 • • s 3.492 • 3.479 s 
Markot$ $ 64.500 $ $ $ 6,080,646 $ 6,145,146 s 
Market $/Dth (on Southam Start Pipeline) s 2.150 • ' - s 2.272 $ 2.271 $ 
Difference ($)versus current market $ (4,050) $ - ' $ (3,264,154) $ (3,268,204) s 
FINANCIAL. HEDGES 

Swap/Futures Oth Purchased $ 920,000 $ 720,000 $ 240,000 $ 4,060,000 $ 5,940,000 $ 
Net Cost. $/Dth $ 3.127 $ 2.725 • 2.552 $ 3.520 $ 3.324 $ 
Morket S!Dth (at Swop location) ' 2.372 s 2.337 • 2.363 • 2.568 $ 2.501 ' Difference (S) versus current Markel $ (594,160) $ (279,120) $ (45,360) $ (3,865,970) $ (4,884,61 0) $ 

Swnp/Futures Dth Sold or Sottlo 0 0 0 0 0 
Net Cost. $/Dth s • • $ - $ s 
Market $/Dth (at Swop loCiltlon) s • $ $ $ $ 
Swap Settlemel'l!- Receipt I (Payment) $ $ $ $ $ s 

Cnll Dth (Buy a Cnll) 0 0 0 0 0 
Call Strike $/Dth • s $ • $ s 
Market S/Dth (At Henry Hub or Swep location) • $ $ $ $ $ 
Cost ol Call SlOth s $ $ • ' ' Value$ ol Call Position $ s $ $ - $ $ 
(Cost)$ of Coli Position $ s $ $ - s $ 

Collnr Dth 0 0 0 0 0 
Floor $/Dth $ $ $ s $ • Ceiling $/Dth $ $ $ - $ $ s 
Market $/Dth (ot Hemry Hub or Swop location) s $ $ ' $ - $ 
Cost of Floor SlOth • ' ' - ' ' $ 
Value of Ct'!lllng $/Dth $ s $ s s • (Cost) I Value$ of Collar Position $ - $ s $ $ $ 

Put Oth (SQII .!1 Put) 0 0 0 0 0 
Put Strike $/Dth $ - $ s $ $ $ 
Morkot $/Dth (at Henry Hub or Swop location) $ - s s s $ $ 
Rovonuo from Put S/Dth s ' s $ s $ 
Volue $of Put Posltlon $ $ $ $ $ - $ 
(Cost)$ ol Put Position s $ ' s $ - $ 

Note 1: Markotdota using NYMEX Close Prices os ofDocomber 31,2015. 
Note 2: Pollcv minimums ure 12/31/2015turoets. 

Note 4: Empire currently htw no positions utilizing "opt!ons" ond themfore tho options ooctlon of this report Is not shown. 
NOlo 5: Storage and usage are estimates based on most current 'information available. 

AIIYeors 
Year 2017 Year 2018 Year 2019 
40%min 20% min 10%mln 

14,671,030 14,766,560 14,382,698 
14,571,030 14,766,560 14,382,698 
5,868,412 2,953,312 1,438,270 

11,736,824 11,813,248 11,505.158 

5,992,900 3,025,000 1,460.000 
41% 20% 10% 

5,992,900 $ 3,025,000 s 1,460,000 
41% 20% 10% 

3.347 ' 3.334 $ 2.955 
(3,625,894) $ (1,738,665) s 196,240 

782,900 s 565,000 $ 
2,863,350 $ 2,130,450 $ 

3.657 $ 3.771 s 
1,864.446 $ 1.387,405 $ 

2.381 $ 2.456 $ 
(998,904) $ (743,045) $ 

5,210,000 $ 2,460,000 $ 1,460,000 
3.300 $ 3.234 $ 2.955 
2.796 $ 2.829 $ 3.089 

(2,626,990) $ (995,620) $ 196,240 

0 0 0 
- • $ -
- s $ 

$ $ 

0 0 0 

' $ 
s - $ 
s $ 

- $ $ 

- s $ 

0 0 ' - s $ 
s $ 

- $ $ 
$ - $ 
s - s 
$ s -

0 0 0 

' ' $ ' $ s 
$ $ 
$ $ 

Stomqo Estlmatos 
&l::mco Dth 418,118 
WACOGS!Dth 2.634 

Year 2020 
O%mln 
14,486,940 
14,486,940 

11,589,552 

o•A 
$ s 

" ' s 
$ s 

s $ 
s $ 

• ' $ $ 

• $ 
$ $ 

s $ 
$ • s - s 
s $ 

0 

• ' $ ' $ $ 

0 
$ $ 
$ s 
$ $ 
s $ 
s $ 

0 
$ $ 
$ $ 
$ $ 

• s 
$ $ 
$ s 

0 
$ - ' $ • $ - $ 
s ' $ - $ 

Totol 
Not 

All Yearn 
72,534,728 
72,534,728 
18,796,494 
60,873,282 

19,123,900 
26% 

19,123,900 
26% 

3.326 
(13,321.133) 

4,053,900 
14,407,150 

3.554 
9,396,997 

2.318 
(5,010,153) 

15,070,000 
3.265 
2.714 

{8.310,980) 

-
-

-
-

-
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The Empire District ELECTRIC Company 
Gas Position Summary as of January 31. 2016 

CurrenVU comln Yenr 
February March April May- Dec Fob- Doc 

2016 2016 2016 2016 2016 
Budgot Dth (3) 939,700 417,400 670,700 11,018,300 13,046,100 
Expected Dth (3) 939,700 417,400 670,700 11,018,300 13,046,100 
Polley minimum hedged Dth (2) 563,820 250,440 402,420 6,610,980 7,827,660 
Polley Maximum hedged Dth 939,700 417,400 670,700 11,018,300 13,046,100 

Amount de-designated from H&dge amount 
Amount Hedged from Upside Volltility Dth 720,000 240,000 200,000 6,336,000 7,496,000 

porcontage 77% 57% 30% sa•;. 57% 
Amount Hedged from Downside Volltlllty Dth ' 720,000 $ 240,000 $ 200,000 $ 6,338,000 ' 7,496,000 $ 

percentage 77% 57% 30% sa•;. 57% 
Avorngo Cost por Oth hodgod $ 2.725 $ 2.552 $ 3.990 $ 3.522 $ 3.427 $ 
Not all PosiUom: $ (1) s (385,680) $ (60,960) $ (378,400) $ (7,122,610) $ (7,947.650) $ 

PHYSICAL HEDGES 

Purchased Dth $ - s $ 200,000 $ 2,476,000 $ 2,676,000 s 
Purchased$ $ s - s 798.000 $ 8,546,800 $ 9,344,800 s 
Purchased SlOth $ $ $ 3.990 $ 3.452 $ 3.492 $ 
Market$ $ s - $ 419,600 $ 5,485,900 $ 5,905,500 s 
Market $/Dth (on South em Start Pipeline} $ $ $ 2.098 $ 2.216 $ 2.207 $ 
Difference ($)versus current malilot $ - $ - s (378,400) $ (3,060,900) $ (3,439,300) s 

FINANCIAL HEDGES 

SwnpiFuturc& Dth Purchnsed $ 720,000 $ 240,000 s $ 4,060,000 $ 5,020,000 s 
Net Cost, $/Dth $ 2.725 $ 2.552 $ $ 3.520 $ 3.360 $ 
Market $/Dth (at Swap location) $ 2.189 $ 2.298 $ $ 2.520 $ 2.462 $ 
Difference ($)versus current Market $ (385,880) $ (60,960) $ s (4,061,710} $ (4,508,350) $ 

SwnpiFutures Dth Sold or Settle $ $ $ - $ (200,000.00 $ (200,000.00) $ 
Net Cost, SlOth $ $ - $ $ 2.61 $ 2.61 $ 
Mnrket SlOth (nt Swap location) $ $ $ $ 2.47 $ 2A7 $ 
Swap Settlement- Receipt I (Payment) $ $ $ $ (0.14) $ (0.14} $ 

Call Dth (Buy 11 Cnll) 0 0 0 0 0 
Call Strike $10th $ - $ $ $ $ $ 
Market $/Dth (At Henry Hub or Swap location) $ - $ $ $ $ $ 
Cost of Call $10th $ $ $ $ $ $. 
Value $of Call Position $ - $ s $ $ $ 
(Cost)$ of Call Position $ - $ - s $ $ - $ 

Cennr Oth 0 0 0 0 0 
Floor $/Dth $ $ $ s - $ $ 
Coiling SlOth $ $ $ $ $ $ 
Market $/Dth (at Henry Hub or Swap location} $ $ $ $ $ $ 
Cost of Floor $/Dth $ $ $ $ $ $ 
Vnlul!l of Ceiling SlOth $ $ $ $ $ $ 
(Cost) I Value$ of Collar Position $ $ $ $ - $ $ 

Put Dth (Solin Put) 0 0 0 0 0 
Put Strike $10th $ - $ - $ $ $ - $ 
Markat $10th (at Henry Hub or Swnp location) $ - $ $ $ $ $ 
Revenue from Put SlOth $ $ - $ - $ $ $ 
Voluc $of Put Position $ s $ $ $ - s 
(Cost)$ of Put Position $ s s $ $ - $ 

Nato 1: Market data using NYMEX Close Pricos as of January 31, 2016. 
Note 2: Polley minimums are 1213112015 tamots. 

Note 4: Empire currently has no positions utilizing "options" and therefore the options section of this report Is not shown. 
Note 5: Storage and usage are estimates basoo' on most currant information available. 

All Years 
Year 2017 Year 2018 Year 2019 
40% min 20%min 10%min 

14,671,030 14,766,560 14,382.,698 
14,671,030 14,766,560 14,382,698 
5,888,412 2,953,312 1,438,270 

11,736,824 11,813.248 11,506,158 

5,992,900 3,025,000 1,460,000 
41% 20% 10% 

5,992,900 $ 3,025,000 ' 1,460,000 
41% 20% 10% 

3.347 $ 3.334 $ 2.955 
(3,847,320) $ (1 ,848,508} $ 153,900 

782,900 $ 565,000 $ 
2,863,350 $ 2,130,450 $ 

3.657 $ 3.771 $ 
1,817,760 $ 1,354,803 $ 

2.322 $ 2.398 $ 
(1 ,045,590) $ (775,648} $ 

5,210,000 $ 2,460,000 $ 1,460,000 
3.300 $ 3.234 $ 2.955 
2.763 $ 2.798 $ 3.060 

(2,801,730) $ (1 ,072,860} $ 153,900 

$ s 
$ $ 
$ $ ' 
$ - $ 

0 0 0 
- $ $ 

- $ $ 
$ $ 
$ $ 

- $ $ 

0 0 0 
$ - $ 
$ - $ 
$ $ 
$ $ 
$ $ 

- $ - $ 

0 0 0 

- $ $ -
- ' $ 

$ $ 

- s $ -
- s $ -

Storo o Estimates 
Balance Dth 328,118 
WACOG$/Dth 2.634 

Year 2020 
O%min 
14,486,940 
14,486,940 

11,589,552 

o•J. 
$ $ 

0% 
$ ' $ $ 

s $ 
s $ 
$ . $ 
s $ 
$ $ 
s $ 

$ - $ 
$ $ 
$ $ 
$ $ 

$ $ 
$ $ 
$ ' $ $ 

0 
$ - $ 
$ $ 
$ $ 
$ $ 
$ - s 

0 
$ $ 
$ $ 

' $ 
$ $ 
$ ' $ $ 

0 
$ $ 
$ ' $ $ 
$ s 
$ s 

Toto! 
Not 

' 
All Years 

' 71,353.328 
71,353,328 
18,087.654 
59,691.882 

17,973.900 
25% 

17,973,900 

25% 
3.346 

(13.489.578)1 

4,023,900 i 
14,338,600 i 

3.563 
9,078,062 

2.256 
(5,260,538} 

14,150,000 
3.274 
2.693 

(8,229,040) 

(200,000.00) 
2.61 
2.47 

(0.14) 

-

-
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The Emptre Db:trlct ELECTRIC Comp;my 
Gas Position Summa_l}'_as of Februarv 29,2016 

CurrentiU comln Year 
March April Moy Jun- Doc Mar-Doc 
2016 2016 2016 2016 2016 

Budget Dth (3) 417,400 670,700 1,017,300 10,001,000 12,106,400 
Expected Dth (3) 417,400 670,700 1,017,300 10,001,000 12,106,400 
Poltcy minimum hedged Dth (2) 250,440 402,420 610,380 6,000,600 7,263,840 
Polley Maximum hodged Dth 417,400 670.700 1,017,300 10,001,000 12.106,400 

Amount d&-d&::lgnnted from Ht~dg6 amount 
Amount Hedged from Upside Volltlllty Dth 258,400 200,000 440,000 5,896,000 6,794,400 

percontogo 62% 30% 43% 59o/, 56% 
Amount Hedged from Downside Volltlllty Dth $ 258,400 $ 200,000 $ 440,000 $ 5,896,000 $ 6,794,400 s 

p6rcentage 62% 30% 43% 59o/, 56% 
Avorago Cost por Oth hcdgod $ 2.470 $ 3.990 $ 3.189 $ 3.547 $ 3.496 $ 
Not all PosiUons $ (1) $ (284,542) $ (497,600) $ (659,720) $ (9,330,373 $ (10,7n,234J s 
PHYSICAL HEDGES 

Purch:tsod Dth $ 18,400 s 200,000 $ 200,000 $ 2,276,000 s 2,694,400 $ 
Purchased$ s 26,118 $ 798,000 $ 798,000 $ 7,748,800 $ 9,370,918 $ 
Purchasod $/Dth $ 1.419 ' 3.990 ' 3.990 s 3.405 s 3.478 $ 
Marko!$ $ 27,416 $ 300,400 $ 309,400 $ 4,005,878 $ 4,643,094 $ 
Market $10th (on Southam Start Pipeline) $ 1.490 ' 1.502 $ 1.547 s 1.760 ' 1.723 $ 
Difference ($)versus current market $ 1,298 $ (497,600) $ (488,600) $ (3,742,922) $ (4,727,824) $ 

FINANCIAL. HEDGES 

SWnp/Futur¢s Dth Purchased $ 480,000 $ - s 240,000 $ 3,820,000 $ 4,540,000 $ 
Net Cost, $/Dth ' 2.307 $ s 2.521 $ 3.583 $ 3.392 ' Market $/Dth (at SW<lp location) ' 1.711 $ ' 1.808 $ 2.120 $ 2.060 $ 
Difference ($)versus current Markel $ (285,840) s $ (171,120) $ (5,587,450) s (6,044,410) $ 

SwnpiFutures Dth Sold or Settle $ (240,000.00) $ $ - $ (200,000.00) $ (440,000.00) $ 
Not Cost, $/Dth $ 2.06 $ - ' s 2.61 $ 2.31 $ 
Market $/Dth (at Swap location) $ 1.71 ' $ s 2.03 ' 1.86 $ 
Swnp Settlement· Receipt f (Payment) $ (0.35) $ $ $ (0.57) $ (0.45) $ 

Call Oth (Buy 11 Call) 0 0 0 0 0 
Call Strike $/Dth ' $ $ - ' $ $ 
Milrket $10th (At Henry Hub or Swap location) ' $ $ . ' $ - $ 
Cost of Call $/Dth $ $ $ $ $ $ 
Valuo $of Call Position $ - ' s $ $ ' (Cost) $of Call Position $ s s $ $ $ 

Collar Dth 0 0 0 0 0 
Floor $/Dth ' - $ - ' $ $ $ 
Colling $/Dth $ - $ ' $ $ $ 
Market $/Dth (at Henry Hub or Swnp locotton} $ ' ' s s $ 
Cost of Floor $10th $ ' ' $ - $ $ 
Value of Cfllllng $10th $ $ $ $ . s $ 
(Cost) I Value$ of Collar Position $ $ $ $ $ s 
Put Oth (Soli a Put) 0 0 0 0 0 
Put Strike $/Dth ' $ $ - ' $ - $ 
Marko! $10th (at Henry Hub or Swap location) $ $ $ . $ $ - ' Revonuo from Put $10th ' $ $ - $ $ - ' Value$ of Put Position $ - $ s $ $ $ 
(Cost) $of Put Position $ $ s $ $ $ 

Note 1: Market data using NYMEX Close Prlcos as of February 29, 2016. 
Note 2: Pollev minimums are 1213112015tnroots_ 

Note 4: Empire curr6ntly hos no positions utlll<dng "options" and therefore the options section of this report Is not shown. 
Note 5: Storage nnd usage are estimates basod on most curront Information avaii:Jble. 

All Yeors 
Year 2017 Yoar2018 Yoar2019 
60%mln 40% min 20%mln 

14,671,030 14,766,560 14,382,698 
14,671,030 14,766,560 14,382,698 
8,802,618 5,906,624 2,876,540 

11,736,824 11,813,248 11,506,158 

5,992,900 3,025,000 1,450,000 
41% 20% 10% 

5,992,900 $ 3,025,000 $ 1,460.000 $ 
41% 20% 10% 

3.347 $ 3.334 $ 2.955 ' (5,144,921) $ (2,601,900) $ (547,000) $ 

782,900 $ 565,000 $ s 
2,863,350 s 2,130.450 $ s 

3.657 $ 3.771 $ s 
1,704,179 $ 1,245,890 $ s 

2.177 s 2.205 $ ' (1,159,171) $ (884,560) $ $ 

5,210,000 $ 2,460,000 $ 1,460,000 $ 
3.300 $ 3.234 $ 2.955 $ 
2.535 $ 2.536 s 2.580 $ 

(3,985,750) $ (1,717,340) $ (547,000} $ 

- s $ s 
$ $ $ 
s $ - $ 
$ $ s 

0 0 0 

- $ $ ' - $ $ ' $ $ $ 
$ s $ 
$ $ $ 

0 0 0 
$ $ $ 
$ $ $ 
$ $ $ 
s $ $ 
$ $ - s 
$ $ $ 

0 0 0 
- ' - $ ' - $ s $ 

$ - $ $ 
$ $ $ 

- $ $ - $ 

Store e Estimates 
Balance Dth 46,118 
WACOG$/Dth 2.631 

Year2020 
10%mln 
14,486,940 
14,486,940 

1,448,694 
11,589,552 

Oo/. 
$ 

0% 

' - $ 

$ 
$ 

' $ 
$ 
$ 

s 
s 
s 
$ 

$ 

' $ 
$ 

0 
$ 
$ 
$ 
$ 

- s 

0 
$ 
$ 
$ 

' $ 
$ 

0 

' $ 
$ 
$ 

- ' 

Totol 
Not 

All Years 
70,413,628 
70,413,628 
26,298,316 
58,752,182 

-
17,272,300 

25% 
17,272,300 

25% 
3.370 

(19,066,056) 

4,042.300 
14,364,718 

3.554 
7,593,163 

1.678 
(6,771 ,555) 

13,670,000 
3.282 
2.382 

(12,294,500) 

(440,000.00) 
2.31 
1.86 

(0.45) 

-
-

-
-
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Tho Empire District ELECTRIC Company 
Gas Position Summary as of March 31, 2016 

CurrenVU comln Year 
April Moy Juno Jul· Dec Apr- Dec 
2016 2016 2016 2016 2016 

Budgot Dth (3) 670,700 1,017,300 1,091,600 8,909,400 11,689,000 
Expected Dth (3) 670,700 1,017,300 1,091,600 8,909,400 11,689,000 
Polley minimum hedged Dth (2) 402,420 610,380 654,960 5,345,640 7,013,400 
Policy Maximum hedged Dth 670,700 1,017,300 1,091,600 8,909,400 11,689,000 

Amount de-designated from Hedg& omount 
Amount Hedged from Upside Volltillty Dth 200,000 440,000 540,000 5,356,000 6,536,000 

percentage 30% 43% 49% so•;. 56% 
Amount Hedged from Downside Volltlllty Dth $ 200,000 $ 440,000 $ 540,000 $ 5,356,000 $ 6,536,000 $ 

percentage 30% 43% 49% so•;. 56% 
Avorngo Cost por Oth hodgOd ' 3.990 $ 3.189 $ 3.844 ' 3.517 ' 3.537 $ 
Not all PosiUons $ (1) $ (476,000) $ (588,080) $ (1,072,820) $ (7,074,392) $ (9,211 ,292) $ 

PHYSICAL HEDGES 

Purchosod Oth $ 200,000 $ 200,000 $ 440,000 $ 1,836,000 $ 2,676,000 $ 
Purchased$ $ 798,000 $ 798,000 $ 1,650,000 $ 6,098,800 $ 9.344,800 ' Purchased $10th ' 3.990 $ 3.990 $ 3.750 ' 3.322 $ 3.492 ' Market$ $ 322,000 ' 344,800 $ 797,280 $ 3,632,118 $ 5,096,198 $ 
Market $10th (on Southam Start Pipeline) $ 1.610 $ 1.724 $ 1,812 $ 1.978 $ 1.904 s 
Difference ($) vorsu& current market $ (476,000) s (453,200) s (852,720) $ (2,466,682) $ (4,248,602) $ 

FINANCIAL HEDGES 

SwnpiFuturos Oth Purcht~sod $ - $ 240,000 ' 100,000 $ 3,720,000 $ 4,060,000 $ 
Net Cost, $/Dth ' $ 2.521 $ 4.255 s 3.565 $ 3.520 $ 
Market $/Dth (at SWap location} $ $ 1.959 $ 2.054 s 2.326 $ 2.298 $ 
Difference ($)versus current Market ' $ (134,880) $ (220,100) s (4,607,710) $ {4,962,690) $ 

Swap/Futures Dth Sold or Settle ' $ $ - $ (200,000.00) $ (200,000.00) $ 
Net Cost, $/Oth $ $ $ $ 2.61 s 2.61 $ 
Merl<ot S/Dth (ot Swap location) $ $ - $ $ 2.21 $ 221 s 
Swap Settlement- Receipt I (Payment) $ ' ' $ (0.39) $ (0.39) $ 

Cnl! Oth (Buy n Cnll) 0 0 0 0 0 
Call Strike $10th $ - ' $ $ $ ' Market $10th (At HMry Hub or Swop location) $ - ' $ $ $ - s 
Cost of Call $/Dth $ $ $ $ $ $ 
Value$ of Call Posltlon $ $ ' ' $ ' (Cost)$ o! Coli Position $ - $ $ $ $ - $ 

Collar Dth 0 0 0 0 0 
Floor $/Dth $ $ $ $ - $ $ 
Coiling $/Dth $ $ $ $ - $ $ 
Market $/Dth (at Henry Hub or Swop location} $ $ $ ' $ $ 
Cost of Floor $/Dth ' ' $ $ $ $ 
Value of Ceiling Sloth $ $ $ s $ $ 
(Cost) I Value $of Collar Position $ $ ' $ - $ ' Put Dth (Soli t1 Put) 0 0 0 0 0 
Put Strike $/Dth $ - ' $ $ $ s 
Market $10th (at Henry Hub or Swap location) $ ' $ $ $ - $ 
Rovonuo from Put $10th $ - $ $ $ $ $ 
Value$ of Put Position $ $ $ ' $ ' (Cost)$ of Put Position $ $ ' $ $ $ 

Note 1: Market d:llil using NYMEX Close Prices as of March 31, 2016. 
Note 2: Pollcv minimum.<: ar<'! 1213112015 tarn .. toJ. 

Note 4: Empire currently has no positions utilizing "options" and therefore the options section of this report Is not sho• 
Note 5: Storage and usage aro estimates based on most current Information available. 

All Years 
Year 2017 Year2018 Yoar2019 
60% min 40% min 20%m!n 

14,671,030 14,766,560 14,382,698 
14,671,030 14,766,560 14,382,698 
8,802,618 5,906,624 2,876,540 

11,736,824 11,813,248 11,506,158 

5,992,900 3,025,000 1.460,000 
41% 20% 10% 

5,992,900 $ 3,025,000 $ 1,460,000 $ 
41% 20% 10% 

3.347 ' 3.334 $ 2.955 $ 
(3,685,650) $ (1.823,803) $ (166.440) $ 

782,900 ' 565,000 $ $ 
2,863,350 $ 2,130,450 $ ' 3.657 $ 3.771 $ ' 1,890,550 $ 1,409,508 $ $ 

2.415 $ 2.495 $ $ 
(972,800} $ (720,943) $ s 

5,210,000 $ 2,460,000 $ 1.460,000 $ 
3.300 $ 3.234 $ 2.955 $ 
2.780 $ 2.785 $ 2.841 $ 

(2,712,650) $ (1 '1 02,860) s (166,440) $ 

$ ' - $ 
$ $ $ 
$ $ $ 
$ - ' ' 

0 0 0 

- $ $ $ . s $ - $ 

- $ $ $ 
$ $ ' ' $ ' 

0 0 0 
s - $ $ 
$ - $ ' $ $ ' $ $ ' $ $ $ 
$ - $ $ 

0 0 0 

- $ $ - $ 

- $ $ $ 

- $ $ - $ 
$ $ ' $ $ ' 

Stora e Estimates 
Bolonco Dth -
WACOG$1Dth 0.000 

Year 2020 
10% min 
14,486,940 
14,486,940 

1,448,694 
11,589,552 

-
Oo/. 

$ 
Oo/. 

$ 

' 

' $ 
$ 
$ 

- $ 
$ 

- ' $ 
$ 
$ 

$ 
$ 
$ 
$ 

0 
$ 

- ' $ 
$ 

- ' 
0 

$ 
$ 
$ 
$ 

' ' 
0 

- $ 

- $ 
$ 
$ 
$ 

Toto! 
Not 

All Years 
69,996,228 
69,996,228 
26,047,876 
58,334,782 

17,013,900 
24% 

17,013,900 
24% 

3.384 
(14.887,185~ 

I 

4,023,900! 
14,338,600 i 

3.563 
8,396,256 

2.087: 
(5,942,344) 

13,190,000 
3.317 
2.639 

(8,944,840) 

(200,000.00) 
2.61 
2.21 

(0.39) 
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1.017.300 I 1.091.600 I 
1,Q17,300 1,091,600 

hedged Dth (2) I 610,380 654,960 
hedged Dth 1,017,300 1,091,600 

do-doolgnotod from Hodgo nmount 
Upside Volltlllty Dth 

Downsldo Volltlllty Dth 

hcdgnd 

' (573,490 s (979,020) s 
. 

$ 250,000 I 
$ 887,250 I 
$ 3.549 $ 
$ 440,000 $ 

Southern Start PlpeJ!no) I: 1.760 ' versus current market (447,250) $ 

$ 240,000 $ 
$ 2.521 $ 
$ 1.995 $ 
$ (126,240) $ 

$ $ 
$ - $ 

' $ 
• Receipt I (Payment) $ $ 

0 

' $ 
Henry Hub or Swnp location) $ $ 

' $ 
$ $ 

$ ' $ ' $ ' I $ 

0 

' ' Hub or Swap location) I' $ 

Note 1: Market data using NYMEX Close Prices as of Aprll30, 2016. 
Nolo 2: Polley minimums arc 12/31/2016 targets. 

440,000 I 
1,650,000 $ 

3.750 $ 
878,680 $ 

1,997 $ 
(n1,320l s 

100,000 $ 
4.255 ' 2.178 ' (207,700) $ 

$ 
$ 
$ 

- $ 

0 
$ 
$ 

' I 
$ 

' ' ' $ 
$ 

- $ 

0 
$ 
$ 

2.085.200 I 6.824.200 I 
2.085,200 6,824,200 
1,251,120 4,094,520 

2,085,200 6,824,200 

(2,763,912 ' (3,141,712 $ 

798,000 $ 1,038,000 I 
2,623.400 $ 3,475,400 I 

3.287 $ 3.348 ' 1,696,548 I 2,305.818 $ 
2.126 ' 2.221 ' (926,852) $ (1,169,582) $ 

1,280,000 $ 2,440,000 $ 
3.757 ' 3.464 s 
2.322 $ 2.655 $ 

(1.837,060) $ (1,972,130) $ 

$ (200,000.00) $ 
$ 2.61 ' - $ 2.41 ' I (0.19) $ 

0 0 
$ ' ' ' ' $ 
$ - $ 
$ - $ 

0 0 
$ - $ 
$ - $ 
$ - ' - $ ' - $ ' I $ 

0 0 

- ' ' $ $ 

Note 3: For 2016 through 2020, Budgeted & Expected O!h are from Final F&PP Budget for2016-2020. 

Note 4: Empire currently has no positions utilizing "options" and therefore the options section of this report Is not shown. 
Note 5: Storage and usage aro m:timatos based on most current inforlll2tlon avo.ilnblo. 

11.018.300 I 14.671.030 I 
11,018,300 14,671,030 
6,610,980 8,S02,618 

11,018,300 11,736,824 

(7,458.134 I 

2,526,000 $ 782,900 I 
8,636,050 $ 2,863,350 I 

3.419 $ 3.657 $ 
5,321,046 $ 2,143,398 $ 

2.107 $ 2,738 ' (3,315,004) $ (719.952) $ 

4,060,000 I 5,210,000 $ 
3.520 ' 3.300 $ 
2.499 $ 3,021 $ 

(4,143,130) $. (1,453,210) $ 

(200.000.00} s $ 
2.61 $ $ 
2.41 $ - $ 

(0.19) $ $ 

0 0 

- $ $ 

' ' $ $ 
$ $ 
$ $ 

0 0 
$ $ 

' $ 
$ $ 
$ - $ 
$ - ' $ $ 

0 0 

$ ' ' $ 

' ' $ $ 

14,766.560 I 
14,766,560 
5,906,624 

11,813,248 

565,000 ' 2,130,450 $ 
3.771 ' 1,545,208 $ 
2.735 $ 

(585,243) $ 

2,460,000 $ 
3.234 $ 
2.942 • (717,120) $ 

$ 
$ 

' - $ 

0 
$ 
$ 

- • $ 

' 
0 

' ' $ 
$ 
$ 
$ 

0 

' $ 
$ 
$ 

14,382,6981 
14,382,698 

2,876,540 

11,506,158 

$ 
$ 
$ 
$ 

' $ 

1,460,000 $ 
2.955 $ 
2.940 ' (21.880) $ 

$ 
$ 

• I 

0 

' ' ' $ 

- $ 

0 
$ 

- $ 

- $ 

' $ 
$ 

0 

- $ 
- ' ' $ 

14,486.940 
14,466.940 
1,448,594 

11,589.552 

I 
I 

' I 
$ 

' 

- $ 

' $ 
$ 

$ 
$ 
$ 

0 
$ 
$ 
$ 
$ 

0 
$ 
$ 
$ 
$ 

3,873,900 
13,629,850 

3.518 
9.009,652 

2.326 
(4,620,191 

13,190,000 
3.317 
2.837 
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·. · .. · .. · ·.·· . . Th€'EmplrC District Electric- company 
Go:s Position Summ:~.rv as ot'Mav 31, 2016 

' Current/U comln Year 
Juno July August Sop- Doc 
2016 2016 2016 2016 

SUMMARY 

Budget Dth (3) 1,091,600 2,085.200 1,930,300 4,893,900 
Expected Dth (3) 1,091,600 2,085,200 1,930,300 4.893,900 
Polley minimum hedged Dth (2) 554,960 1,251,120 1,158,180 2,936,340 
Polley Maximum hedged Dth 1,091,600 2,085,200 1,930,300 4,893,900 

Amount do-dosignatod from Hedgo amount 
fmount H6dgod from Upside Voiitllity Dth 609,017 2,078,000 1,878,000 1,400,000 

percantago 56% 100% 97% 29o/, 
fAmount H!Xlg&d from Downside Volltllity Dth s 609,017 $ 2,078,000 $ 1,878,000 $ 1,400,000 $ 

porcentage 56% 100% 97% 29"!. 
jAvorugo Cost por Dth hodgod s 3.625 $ 3.577 s 3,691 $ 3.196 $ 
Not all Positions S 111 s (1,105.402 $ (2,789,876 $ (2,612,526) $ (559,450 $ 

PHYSICAL. HEDGES 

Purchasod Dth $ 509,017 s 798,000 $ 798,000 $ 240,000 $ 
Purchased$ $ 1,782,252 $ 2,623,400 $ 2,623,400 $ 852,000 $ 
Purchased $/Dth s 3.501 $ 3.287 $ 3.287 ' 3.550 $ 
Marko!$ $ 906,050 $ 1,714,104 $ 1,789,914 $ 550,320 $ 
Market $/Dth (on Southern Start Pipeline) $ 1.780 $ 2.148 $ 2.243 $ 2.293 $ 
Difference ($) versus current market $ (876,202) $ (909,296) $ (833,486) $ (301,680) $ 

FINANCIAl. HEDGES 

Swap/Futures Dth Purch.asod $ 100,000 $ 1,280,000 $ 1,280,000 $ 1,160,000 $ 
Net Cost, $/Dth $ 4.255 ' 3.7~ ' 3.773 ' 3.122 $ 
Market $10th (at Swap location) $ 1.963 ' 2.288 ' 2.383 s 2.900 $ 
Dlffereonce ($)versus currant Mor!cet $ (229,200) $ (1 ,880,580) $ (1,779,040) s (257,770) $ 

Swap/FLrturcs Dth Sold or Stlttlo $ $ $ (200,000.00) $ $ 
Net Cost. $!Dth s $ $ 2.61 $ $ 
Market $10th (at Swap location) s $ ' 2.38 $ $ 
Swup Settlement. Receipt I (Payment) $ $ $ (0.22) $ $ 

Cnll Oth {Buyo Coli) 0 0 0 0 
Coli Strike SlOth $ $ $ $ $ 
Marko! $10th (At Honry Hub or Swap location) $ $ $ ' $ 
Cost of Coil $/Dth $ $ $ - $ $ 
!valueS of Call Position $ - $ $ $ $ 
(Cost) S of Coli Position $ - $ - $ $ $ 

Collnr Oth 0 0 0 0 
Floor $10th ' ' - $ $ $ 
Coiling $/Dth ' ' - $ $ $ 
Morket S/Dih {ot Henry Hub or Swap location) ' ' ' $ $ 
Cost of Floor $/Dth s ' - ' s s 
Voluo of Colling $10th $ ' - $ $ $ 
(Cost) I Vnlue $of Col lor Position $ $ $ $ $ 

Put Oth (Soli a Put) 0 0 0 0 
Put Strike $10th $ $ $ $ $ 
Market $!Dth (at Henry Hub or Swap location) $ s s - ' $ 
Revenue from Put SlOth ' $ $ ' ' Vnlue $of Put Position $ $ $ $ $ 
(Cost)$ or Put Position $ $ - $ $ $ 

Note 1: Market data using NYMEX Close Prices as of May 31, 2016. 
~~ .... ~ '>· o ... ,~. ~~~•~,~~ M" 1'>1'>.1 nn..,:: '""""''"' 

Note 4: Empire currently has no positions utilizing "options" and therefore the options section of this report Is not shown. 
Nolo 5; Storage and usage aro estimates ba:'lod on mo:'lt current informotlon available. 

Jun- Doc 
2016 

10,001,000 
10,001,000 
6,000,600 

10,001,000 

5,965,017 
60% 

5,965,017 $ 
60"!. 

3,528 $ 
(7,067.254 s 

2,345,017 s 
7,881,052 $ 

3.361 $ 
4,960,388 $ 

2.115 $ 
(2,920,664) $ 

3,820,000 $ 
3.583 ' 2.497 $ 

(4,146,590) $ 

(200,000.00) $ 
2.61 ' 2.38 $ 

(0.22) s 

0 
$ 
$ 

' - $ 
- $ 

0 
$ 

' ' ' - ' $ 

0 
$ 
$ 
$ 

- $ 

- $ 

.. ... ····· 
• •.• ·, • J 

·All Years 
Year 2017 Yoor2018 Yoor2019 Year 2020 
60% mln 40% min 20% min 10%mln 

14,671,030 14,766,560 14,382,698 14,486,940 
14,671,030 14,766,560 14,382,698 14,486,940 
8,802,618 5,906,624 2,876,540 1,448,694 

11,736,824 11,813,248 11,506,158 11,589,552 

5,992,900 3,025,000 1,460,000 
41% 20% 10% o• 

5,992,900 $ 3,025,000 $ 1,460,000 $ 
41% 20% 10% " 3.347 $ 3.334 $ 2.955 $ 

(2,187,867 $ (1,313,098) $ 10,240 s 

782,900 $ 565,000 $ - s 
2,863,350 $ 2,130,450 $ $ 

3.657 s 3.771 $ $ 
2.156,373 $ 1,552,653 $ $ -

2.754 s 2.748 $ $ 
(706,977) $ (577,798) $ $ 

5,210,000 $ 2,460,000 $ 1,460,000 $ 
3.300 $ 3.234 $ 2.955 ' 3.016 $ 2.935 $ 2.962 ' (1.480,890) $ (7~5.300) $ 10,240 $ 

$ - $ $ 
$ $ $ 

- $ $ $ 
$ - $ $ 

0 0 0 0 

- s $ $ 

- ' $ $ 
$ - $ $ 

- $ $ - $ 

- $ $ $ -
0 0 0 0 

$ . ' $ 
$ - $ $ 
$ $ $ 
$ s ' $ $ $ 
$ $ $ 

0 0 0 0 

- ' ' $ -
- s - ' $ . 

$ - ' $ 
$ $ $ 

- $ $ - $ -
Stora o Estlmatog 

Balanco Dth 
WACOG$/Dth 0.000 

·· . 

Total 
Not 

All Years 

68,308,228 
68,308,228 
25,035,076 
56,646,782 

16,442,917 

24"1. 
$ 16,442,917 

24'!. 
s 3.376 
$ (10,557,979 

$ 
$ 

' $ 
s 
$ 

$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 

$ 
s 
$ 
$ 
$ 

$ 
$ 
$ 

' $ 
$ 

$ 

s 
' $ 
$ 

3,692,917 
12,874,852 

3.486 
8,669,414 

2.348 
(4,205,438) 

12,950,000 
3.332 
2.841 

{6,352,540) 

{200.000.00) 
2.61 
2.38 

(0.22) 

-
-

Schedule JSR-D-4 
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The· Enipire District Elcetrie·company 
Gas Position Summary :.s of Juno 30, 2016 

Current/U comin Year 
July August September Oct- Dec 
2016 2016 2016 2016 

SUMMARY 

Budget Dth (3} 2,085,200 1,930,300 1,398,500 3,495,400 
Expoctod Dth (3) 2,085,200 1,930,300 1,398,500 3.495,400 
Polley minimum hedg&d Dth (2) 1,251,120 1,158,180 839,100 2,097,240 
Polley Maximum hodged Dth 2,085,200 1,930,300 1,398,500 3,495,400 

Amount do-designated from Hodge amount 
mount Hedged from Upside Volltlllty Dth 2,145,017 1,878,000 240,000 1,160,000 

percentage 103% ,,.. 17% 33"/o 
Amount HOOged from Downside Volltillty Dth $ 2,145,017 $ 1,878,000 $ 240,000 $ 1,160,000 $ 

percentage 103% ,,.. 17% 33"/o 
vor:ago Co!>t po; r~h hodgod ' 3.548 ' 3.691 ' 3.550 $ 3.122 ' Not ail Positions$ 1 $ (1,731.583 $ (1 ,483,5401 $ /183.840) $ 139.030 $ 

PHYSICAL HEDGES 

Purchased Oth $ 865,017 $ 798,000 $ 240,000 $ $ 
Purchased$ $ 2,801,365 $ 2,623.400 $ 852,000 $ $ 
Purchosed $/Dth $ 3.239 $ 3.287 $ 3.550 ' $ 
Marko!$ $ 2,145,242 $ 2,226,420 $ 668,160 $ $ 
Market $/Dth (on Southern Start Plpelin&) $ 2.480 $ 2.790 $ 2.784 $ $ 
Difference ($)versus current market $ (656,123) $ (396,980) $ (183,840) $ $ 

FINANCIAL. HEDGES 

Sw;;~p/Futurcs Oth Purch<JSD'd $ 1,280,000 $ 1,280,000 $ $ 1,160,000 $ 
Net Cost, $/Dth $ 3.757 $ 3.773 $ $ 3.122 $ 
Market S/Dth (ot Swap location) $ 2.917 $ 2.924 $ . $ 3.242 $ 
Dlff!:trenca (S) versus current Market $ (1 ,075,460) s (1 ,086,560) s $ 139,030 $ 

Swnp!Futurcs Oth Sold or Sottlo $ . $(200,000.00) $ $ $ 
Net Cost, $/Dth $ $ 2.61 $ $ $ 
Market $/Dth (at Swap location) ' ' 2.92 $ $ $ 
Swap Sottloment • Receipt I (Poymo~~nt) $ $ 0.32 $ $ . $ 

C:.ll Oth (Buy 1'1 Call) 0 0 0 0 
Call Strike SlOth s . ' . ' $ . $ 
Market $/Dth (At Henry Hub or Swap location) $ . $ . $ $ . $ 
Cost of Coli $10th $ . $ . $ $ . $ 
!value $of Call Position $ $ $ $ $ 
(Cost)$ of Call Position $ $ $ $ $ 

Coll:arOth 0 0 0 0 
Floor$/Dth $ $ $ . $ $ 
Ceiling $/Dth $ $ s $ $ 
Morket $/Dth {at Henry Hub or Swap location) $ $ $ $ $ 
Cost of Floor $/Dih $ $ $ $ $ 

oluo of Coiling $/Dth $ $ $ $ $ 
(Cost) I Value $of Collar Pos!tlon $ $ $ $ . $ 

Put Oth CSoll a Put) 0 0 0 0 
Put Strike $/Dth $ $ $ $ s 
Market $/Dth {at Henry Hub or Swap location) $ $ $ $ $ 
Revenue from Put $/Dth $ $ . $ ' . $ 
Voluo $of Put Position $ $ $ . $ $ 
(Cost)$ of Put Position $ $ $ $ $ 

Note 1: Market data using NYMEX Close Prices as of June 30, 2016, 
~~~·h '>• O~U-o -·~·-··-~ ~M • .,,.,,,.,,.,·~-~nOn 

Note 4: Empire currently has no positions utilizing "optlol"'s" al"'d therefore the options sectiO!'\ of this report Is not shown. 
Nota 5: Storage and usage are ostlmatos basad on most current information avniloblo. 

Jul- Dec 
2016 

8,909,400 
8,909,400 
5,345,640 
8,909,400 

5.423,017 
61% 

5,423,017 s 
61% 

3.507 $ 
/3.259.933 $ 

1,903,017 $ 
6,276,765 $ 

3.298 $ 
5,039,822 $ 

2.648 $ 
(1 ,236,943) s 

3,720,000 $ 
3.565 $ 
3.021 $ 

(2,022,990) $ 

(200,000.00) $ 
2.61 $ 
2.92 $ 
0.32 $ 

0 
$ 

' $ 
$ 
$ 

0 
. $ 

$ 
$ 
$ 
$ 
$ 

0 
$ 
$ 
$ 
$ 

. $ 

All Years 
Yoar2017 Yoar2016 Yonr2019 
60% min 40% min 20% min 

14,671,030 14,766,560 14,382,698 
14,671,030 14,766,560 14,382,698 

6,802,618 5,906,624 2,876,540 
11,736,824 11,813,248 11,506,158 

5,992,900 3,025,000 1,460,000 
41% 20% 10% 

5,992,900 $ 3,025,000 $ 1,460.000 $ 
41% 20% 10% 

3.347 $ 3.334 $ 2.955 $ 
__ (:1,025.891 $ (1.455,133) s (72.480) $ 

782,900 $ 565,000 $ . $ 
2,863,350 $ 2,130,450 $ . $ 

3.657 s 3.771 $ $ 
2,263,719 $ 1,505,558 $ $ 

2.891 $ 2.665 $ $ 
(599,631) $ (624,893) $ $ 

5,210,000 $ 2,460,000 $ 1,460,000 $ 
3.300 $ 3.234 $ 2.955 $ 
3.219 $ 2.896 $ 2.905 $ 

(426,260) $ (830,240) s (72,480) $ 

$ $ $ 
$ $ ' $ $ ' $ $ $ 

0 0 0 
$ $ $ 
$ $ $ 

. $ $ $ 
$ $ $ 
$ $ $ 

0 0 0 
. $ . $ $ 

$ $ $ 
$ . $ $ 
$ . $ ' $ . $ $ 
$ $ $ 

0 0 0 

$ $ $ 
$ $ $ 
$ . $ $ 

. $ $ $ 
$ $ $ 

Stora o Estlmtttos 

~~anco Dt~ 
ACOG S/Dth o~ooJ 

Yoar2020 
10%mln 

14,486,940 
14,486,940 

1,448,694 
11,569,552 

Oo/. 
$ 

o• 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 

. $ 

$ 
s 
$ 
$ 

0 
. $ 

$ 
$ 
$ 
$ 

0 
s 
$ 
$ 
$ 
$ 
$ 

0 
. $ 
. $ 

$ 
$ 
$ 

Total 
Not 

All Years 
. 

67,216.628 
67,216,628 
24,380,116 
55,555,182 

15,900,917 
24% 

15,900,917 
24% 

3.363 
(5,813,436 

3,250,917 
11,270,565 

3.467 
8,809,098 

2.710 
(2,461,467) 

12,850,000 1 

3.3251 
3.064 

(3,351,970)1 

(200,000.00) 
2.61 
2.92 
0.32 

. 

. 

. 

. 
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1,930,300 1,398,500 1,065,700 2,429,700 6,824,200 14,671,030 14,766,560 14,382,698 14,486,940 65,131,428 
1,930,300 1,398,500 1,065,700 2,429,700 6,824,200 14,671,030 14,766,560 14,382,698 14,486,940 65,131.428 
1.158,180 839,100 639,420 1,457,820 4,094,520 8,802,618 5,906,624 2,876,540 1,448,694 23,128,996 
1,930,300 1.398,500 1,065,700 2,429,700 6,824,200 11,736,824 11,813,248 11,506,158 11,589,552 53,469,982 

from Hodgo amount 
Volltlllty Dth 1,878,000 240,000 240,000 920,000 3,278,000 5,992,900 3,025,000 1,460,000 13,755,900 

97% 17% 23% 38'Yo 48% 41% 20% 10% ,., 
ownslde Volltlllty Dth 1,878,000 240,000 240,000 920,000 3,278,000 5,992,900 3,025,000 1.460,000 13,755, 

97% 17% 23% 38o/, 48% 41% 20% 10% ,., 
hedg6d ' 3.691 $ 3.550 $ 2.598 $ 3.259 $ 3.479 $ 3.347 $ 3.334 $ 2.955 $ $ 3._ 

$ (2.045,500 $ (216,720 s 76.560 $ 55.950 $ _fl,129,710 s _t1,022,100 $ __(.! .463,955) $ f69.060 s $ _l4,684.8' 

798,000 240,000 1,038,000 782,900 565,000 - 2,385.900 
$ 2,623,400 $ 852,000 $ $ $ 3,475,400 $ 2,863,350 $ 2,130,450 $ $ $ 8,469,200 

' 3.287 ' 3.550 $ $ ' 3.348 ' 3.657 $ 3.771 ' ' $ 3.550 
$ 1.987,020 s 635,280 $ $ $ 2,622,300 s 2.250,600 $ 1,492,795 $ $ $ 6,365,695 

' 2.490 ' 2.647 $ $ ' 2.526 ' 2.875 $ 2.642 $ $ $ 2.668 
s (536,380) s (216,720) $ $ $ (853,100 ) s (612,750) $ (637,655) $ s $ 

1,280,000 240,000 920,000 2,440,000 5,210,000 2,460,000 1,460,000 11,570,000 
$ 3.773 $ $ 2.598 $ 3.259 $ 3,464 $ 3.300 $ 3.234 $ 2.955 ' ' 3.2n 
$ 2.672 $ $ 2.917 $ 3.320 ' 2.940 $ 3.222 $ 2.898 ' 2.907 ' ' 3.054 
$ (1,409,120) $ $ 76,560 $ 55,950 $ (1,276,610 ) s (409,350) $ (826,300) $ (69,060) $ $ 

(200,000) (200,000) -
$ 2.61 $ $ $ $ 2.61 $ - $ ' - $ - ' 2.61 
s 2.67 $ ' $ ' 2.67 $ - $ $ $ $ 2.67 
$ 0.07 $ s $ $ 0.07 $ $ $ s $ O.Q7 

0 0 0 0 0 0 0 0 0 
$ - $ $ $ $ - $ - ' s - $ $ 
$ - $ $ $ $ - $ - $ s - $ - ' s - $ ' $ $ - $ - $ $ $ - ' $ $ $ $ $ $ $ $ s $ 
$ $ $ $ $ $ $ $ s $ 

0 0 0 0 0 0 0 0 0 
$ - $ $ ' $ - ' - $ ' - $ - ' $ - $ - ' $ $ - ' - $ $ - $ $ 
$ - $ - $ $ $ - $ - ' $ - $ - ' $ - $ - $ $ $ ' - $ $ - $ ' $ - $ $ $ ' - $ - ' s - s ' $ $ s $ $ s $ $ $ $ 

I 0 0 0 0 0 0 0 0 0 p ' s ' $ $ - s - $ $ s 
Hub or Swnp location) s s ' $ s - s - $ s s 

$ $ $ $ $ $ .. $ - ' $ $ 
$ - $ - $ $ $ - $ $ $ $ $ 

(\,.OS!) 'II 0! t'Ul t'OS!liOn Is - $ - $ $ $ - $ $ $ - $ $ 

Note 1: Market dato using NYMEX Close Prices as of July31, 2016. 
Nolo 2: Polley minimums aro 1213112016 !argots. 
Note 3: For 2016 through 2020, Budgot6d & Expected Dth are from Final F&PP Budget for 2016·2020. 

Note 4: Empire currently has no positions utilizing "options~ and therefore the options section of this report Is not shown. 
Schedule JSR-D-4 Noto 5: Storage end usage are ostimates basod on mo!1t curront Information avallo.blo. 
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The Empire District Electric Company 
G~• Position Summ4ry oc of Aullu•t 31. 2016 

Current/U pcoming Year 
September 

2016 
SUMMARY 

Budget Dth (3) 1,398,500 
Expected Dth (3) 1,398,500 
Polley minimum hedged Dth (2) 839,100 
Polley M.:>xlmum hedged Dth 1,398,500 

Amount d<>-doslgnatcd from Hcdgo amount 
Amount Hedged from Upside VoiiUIIty Dth 240,000 

pcrccnlllge 17°/o 
Amount Hedged from Downside Volltlllty Dth 240,000 

percentage 17% 
Avo..,ge Cost per Dth hedged $ 3.550 $ 
Not all Pos!~ons S (1) s (228.000) $ 

PHYSICAL HEDGES 

Purchased Dth 240,000 
Purchased S $ 852,000 $ 
Purchased $10th $ 3.550 s 
MarketS $ 624.000 s 
Market $10th (on Southom Stort Plpollno) s 2.600 $ 
Dlfforence (S) versus current market s (228,000) s 

FINANCIAL HEDGES 

~wop/Futures Oth Purehosed -
Net Cost. $10th s - $ 
Morkot $/Dth (at Swop locntlon) $ - $ 
Difference ($)versus current Market $ - $ 

Swop!Futuros Dth Sold or Settle -
Not Cost, $10th $ - $ 
Morkel SlOth (at Swap locotlon) s - $ 
Swap Sonloment- Receipt I (Payment) $ - s 

C~ll Dth (Buy ~ C~ll) 0 
Coli Strike SlOth s - $ 
Market $10th (At Honry Hub or SWop locatlon) s - $ 

Cost of Call SlOth $ - $ 
V~luo S of Call Posltlon s - s 
(Cost) $ of Coli Position s - $ 

Coll~r Dth 0 
Floor $/Dth s $ 
Ceiling $10th s - $ 
Morl<et SlOth (at Henry Hub or SWop locnUon) $ $ 
Cost of Floor SlOth $ $ 
IJaluo of Colling SlOth s - $ 
(Cost) I Volue S of Collar Position s - $ 

Put Oth (Soli ~ Put) 0 
Put Strike $10th $ - $ 
Market SlOth (at Henry Hub or Swap location) $ s 
Revenue from Put $1Dih $ s 
Voluo S of Put PosiUon $ $ 
(Cost) S of Put Pos!Uon s $ 

Note 1: Market dota using NYMEX Close Prices as or August 31, 2016. 
Nolo 2: Polley minimums aro 12/31/2016Jargets. 

October November 
2016 2016 

1,065,700 824,400 
1,065,700 824,400 

639,420 494,640 
1,065,700 824,400 

240,000 -
23~. o•;. 

240,000 -
2J•t. oo;. 

2.598 $ 
69.360 s 

s 
s 

- s -
- s -

$ 

240,000 -
2.598 $ 
2.887 $ -

69,360 s -
-
- $ -
- $ -
- s -

0 0 
$ 
$ -
$ -

- $ -
- $ 

0 0 
$ -- $ -

- $ -
- $ 

- s -
- s -

0 0 

- $ -
$ 
s 

- $ 
- $ 

Note 3: For 201 6 through 2020, Budgeled & Expected Dlh are from Flnnl F&PP Budget for 2016-2020. 

Doe- Dec 
2016 

1,605,300 
1,605,300 
'963,180 

1,605,300 

920,000 
S7'/o 

920,000 
57'/o 

s 3.259 s 
$ (51.690 $ 

-
$ - s 
$ s 
$ s 
s - s 
$ - s 

920,000 
s 3.259 $ 
s 3.203 $ 
$ (51,690) $ 

-
$ - $ 
$ - s 
$ - s 

0 
$ $ 
$ - s 
s - s 
$ s 
s $ 

0 
s $ 

$ - $ 
$ - $ 

$ - $ 
$ - $ 
$ - $ 

c 
s - $ 
$ s 
$ s 
$ - $ 
$ - s 

Note 4: Empire currenUy has no positions utilizing "options" ond therefore the options section of lhls report Is not shown. 
Nole 5: Storage and usage are estimates based on most current information available. 

Sop- Dec 
2016 

4,893,900 
4,893,900 
2,936,340 
4 ,893.900 

1,400,000 
29% 

1,400,000 
29% 

3.196 s 
(210.330 s 

240,000 
852,000 $ 

3.550 $ 
624,000 $ 

2.600 $ 
(228,000) s 

1,160.000 
3.122 $ 
3.138 $ 

17,670 s 

-
$ 

- $ 

- $ 

0 

- $ 
s 

- $ 

- s 
- s 

0 

- $ 

- $ 

- s 
- s 

s 
- s 

0 

- $ 

- s 
- $ 

- $ 

- $ 

A ll Years 
Year2017 Year 2018 
60%mln 40% min 

14,671,030 14,766,560 
14,671,030 14,766,560 
8,802,618 5.906,624 

11,736,824 11,813,248 

5,992,900 3,025,000 
41°/. 20% 

5,992.900 3,025,000 
41% 20% 

3.347 $ 3.334 $ 
(1.428.985 $ (1 .604.160) s 

782,900 565,000 
2,863,350 $ 2,130,450 s 

3.657 s 3.IT1 s 
2,203,365 s 1,447,030 s 

2.814 s 2.561 $ 
(659,985) s (683.420) s 

5,210.000 2,460,000 
3.300 $ 3.234 $ 
3.153 $ 2.859 $ 

(769,000) $ (920,740) s 

-
- $ - $ 

- s - s 
- s - s 

0 0 
- $ - $ 

- s - $ 

- s - $ 

- s - $ 

- s - $ 

0 0 

- $ - $ 
$ - $ 
$ - s 
$ $ 

- $ - s 
$ - s 

0 0 

- $ - s 
- $ s 
- $ $ 

- $ - $ 
- s - s 

Year 201 9 Yeor 2020 
20% mln 10% mJn 

14,382.698 14,486.940 
14,382.698 14,486,940 

2.876.540 1,448,694 
11,506,158 11,589.552 

1,460.000 -
10•;. 0~ 

1,460.000 
10% 0~ 

2.955 s -
(116.280) $ -

s 
- $ 

- s 
- $ 

- s 

1,460,000 -
2.955 $ -
2.875 $ -

(116,280) s -
-

$ -
- s -
- s -

0 0 
- $ -
- $ 

- $ -
- s -
- s 

0 0 
$ -
$ 
s -
$ -
$ -

- $ -

0 0 

- $ 

- $ -
- $ 

- $ -
- $ -

s 
s 

s 
s 
s 
$ 
$ 

$ 
$ 
$ 

s 
s 
s 

$ 
$ 
s 
$ 
$ 

$ 

s 
$ 
s 
$ 
s 

s 
s 
$ 
$ 
s 

Total 
Net 

All Yeors 

63.201.128 
63,201 .128 
21 ,970,816 
51 ,539,682 

-
11,8IT,900 

19'/o 
11,8IT,900 

19'/o 
3.278 

(3.359.755) 

1,587,900 
5,845,800 

3.681 
4,274,395 

2.692 
(1 ,571 ,405) 

10,290,000 
3.215 
3.042 

(1 '788.350): 

-
-
--
-
-

---

-
---
-
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