A. SWAPS

1. Nymex Swap:  A financial transaction under which the seller pays a floating price, and the buyer pays a fixed price.  The floating price shall be the settlement price for the last scheduled trading day for the Nymex Henry Hub Natural Gas Futures Contract for the applicable period.

2. Basis Swap:  A financial transaction under which the seller pays a floating price and the buyer pays a fixed price.  The fixed price shall be the settlement price for the last scheduled trading day for the Nymex Henry Hub Natural Gas Futures Contract, modified by the price for the Basis Swap.  The floating price shall be the Bid Week Average Price printed in the applicable publication for the relevant month.

3. Gas Daily Swap:  A financial transaction under which the seller pays a floating price and the buyer pays a fixed price.  The floating price shall be the average of the index for each day in the relevant period.  The index for a day shall be the Daily Midpoint price published in Platts’  Gas Daily publication.

4. Crack Spread Swap:  A financial transaction under which the seller pays a floating price and the buyer pays a fixed price.  The floating price shall be the difference obtained by subtracting the daily settlement prices for the prompt month Nymex Light Sweet Crude Oil Futures Contract for each Nymex trading day for the relevant period from the arithmetic average of the daily settlement prices for the prompt month Nymex Unleaded Gasoline Futures Contract multiplied by 42 for each Nymex trading day for the relevant period.

5. Spark Spread Swap:  A financial transaction under which an Electricity Index is exchanged for a Fuel Index (usually coal or gas).  The swap requires converting the fuel price to an equivalent power price by multiplying by the appropriate Heat Rate.

6. Btu Swap:  A financial transaction under which the seller pays a floating price and the buyer pays a fixed price.  The floating price shall be the difference of the published indices for two different commodities. 

B. FORWARDS

Forwards are contracts for delivery of a commodity at some point in the future and allow both the buyer and seller to lock in the price. 

The contract contains the following characteristics:

1. Specifies quantity, location, delivery period, and price.

2. Traded over-the-counter.

3. Allows for customization.

4. Known counter party.

5. Prices may not be transparent.

6. Payment is due by the 25th day of the month following delivery.

Forward contracts impose an obligation on both the buyer and seller to perform according to the contract.  

By locking in the price, both parties incur risk of loss (real or opportunity) to the extent that the future price diverges from the contract price.

There is no fee for entering into a forward contract.

