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Reliable Power Auction Description

Outage Contingent Call Options

Product Description: To provide protection to buyers of these options in the joint event of an upward spike in power prices and an outage in a specific pool of power generating units.

Structure of Option: This is a knock-in call option.  The knock-in event is a forced outage of a unit in the pool of generating units.

Pool of Plants: The following twelve nuclear units form the benchmark basket, which will be used to set the first trigger of the option. (Generating Units)

Outage: A unit in the pool is considered to have had an outage if the cause reported in the Plant Status Report identifies it as a forced outage (100% of plant capacity is unavailable).

Option Triggers: Number of qualified units out and the hourly price index.

Coverage Duration: The coverage offered is valid for a period of fifteen calendar days.

Outage Duration: Each outage will be covered for the lesser of: 1) a period of fifteen days from the day and hour of its start, 2) the actual duration of the outage if that is less than fifteen days, 0r 3) the duration of the contract.  In the instance the outage is less than a day the outage will be assumed to last for the entire day.

Outage Verification: Outages covered are those reported by the Nuclear Regulatory Commission (NRC) in the daily Plant Status Report.  The start time for every outage will be reported from the daily Event Report.

Price Verification: Price used to settle will be the hourly PJM index price for the PJM West hub.

Option Exercise: Option does not need to be exercised, they automatically settle at the end of the coverage period.

Tranche:  The option tranche identifies the number of units that must be out for the option to be in-the-money.

Notional: The notional outage for settlement is set at 50MW

Pay out: The coverage offered is in distinct tranches with the following triggers: number of units out and the pool price during an outage.   The product will pay out in case of an outage (for a specific tranche which is in the money given an outage) during the coverage duration if price for power are above $50/Mwh.  The pay out per hour will be:

50 MW * (Hourly Pool Price - $50MWh)

The total pay-out for the duration of the outage with prices above the strike price will be:

(50 MW * (Hourly Pool Price1 - $50MWh)+…+ 50 MW * (Hourly Pool Pricen - $50MWh)

Pay Out Cap: The pay out for each option is capped at $X million in the aggregate.  If any event or series of events result in a cumulative pay out exceeding $X million the pay out will be capped.

True Up: The cash payment for any pay outs will not take effect for a period of two week, during which all any modifications to NRC reported data or prices can be accommodated.  This period is will also be used to verify the prices and outages independent of  that reported by the NRC.
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