EXHIBIT B
TRADING AND RISK POLICY

EXECUTIVE SUMMARY

EPMI and MDEA will work to manage and optimize serving Native Load and dispatching owned generation assets including (1) the associated commodity pricing, imbalance, and delivery risks, and (2) market opportunities.  This Trading and Risk Policy (the “Policy”) establishes the controls, policies, and guidelines to govern and manage the marketing, purchases, and sales of Products, balancing services, and gas supply.  This Policy has been reviewed and approved by MDEA and its governing bodies as defined in the Agreement.

The Marketing Committee shall oversee implementation of this Policy.  The Marketing Committee shall review this Policy at least annually to determine necessary revisions, amendments or updates in order to adapt to changes in the market, risk appetite, or business processes.  Valid modifications to this policy shall be made in writing, executed by the Parties, and adopted as a revised Exhibit B to the Agreement entitled Revised Trading and Risk Policy.  The Policy governs the activities and transactions of EPMI and MDEA.  EPMI and MDEA shall operate within the limits established in the Policy.

For purposes of this policy, activities and transactions are classified as either A) hourly/daily and short term or B) long term.  Controls are established for each classification and include authorizations, traded commodities, term, and authorized personnel.


HOURLY/DAILY TRADING AND SHORT TERM TRADING POLICY 

I. 	Responsibilities of EPMI and MDEA

EPMI and MDEA will oversee the hourly/daily and short term trading activities, within the scope and guidelines established by the Agreement including  thisincluding this Policy. 
II. Authorized Traders

MDEA and EPMI shall notify the Marketing Committee of those individuals authorized to trade and make trading decisions on behalf of EPMI and MDEA regarding this Agreement. Authorized personnel will execute trades in full compliance with this Policy.   Employees participating in activities covered under this Policy will review and become familiar with the Policy.  For purposes of this section, EPMI’s Real Time (Hourly) Trading Desk shall be considered an Authorized Trader to encompass all Traders on all shifts assigned to the Real Time Desk.

III. Authority to Transact
Daily and Hourly Trading Transactions and Short Term Trading Transactions,  whether, whether originated by EPMI or MDEA, shall be structured, evaluated, and approved as defined in the Marketing Strategy, the Agreement, and this Policy.  Where prior risk/approval limits are defined in Schedule B, then the Authorized Trader(s) shall have authority to transact in the sole discretion of EPMI.  Unless prior approval limits are specifically defined in Schedule B, then approvals for each transaction shall be obtained from MDEA, or its governing bodies, as appropriate, and EPMI, including EPMI’s management, as appropriate, with the exception that if emergency conditions exist, and standard communication or approvals are not not possible, then the traders conducting Hourly/Daily or Short Term Trading shall have the authority to transact in order to mitigate such emergency situation.


LONG TERM MARKETING POLICY

I.	Responsibilities of EPMI and MDEA		

1. Collaboration is required between MDEA and EPMI regarding Long Term Marketing, including any Structured Transactions, to achieve the best results for MDEA.  EPMI and MDEA will oversee long term marketing activities, within the scope and guidelines established by the Agreement including  thisincluding this Policy.

II.  	Authorized Marketers

MDEA and EPMI shall notify the Marketing Committee of those individuals authorized to market on behalf of MDEA.  Authorized personnel will execute all deals in full compliance with this Policy.  

III.	Authority to Transact
Long term transactions, whether originated by EPMI or MDEA, shall be structured, evaluated, and approved as defined in the Marketing Strategy, the Agreement, and this Policy.  Where prior risk/approval limits are defined in Schedule B, then the Authorized Trader(s) shall have authority to transact in the sole discretion of EPMI.  Unless prior approval limits are specifically defined in Schedule B, then approvals for each long term transaction shall be obtained by MDEA, or its governing bodies, as appropriate, and EPMI, including EPMI’s management, as appropriate for the scope of the transaction.


TRANSACTION RISK COMPONENTS

I.	Trading Risk Portfolio

EPMI will track MDEA’s business on a portfolio basis.  A portfolio is made up of groups of transactions, and transactions consist of groups of components.  Components include index, basis, fixed price, and transmission/transportation.  These components are outlined below and their limits are provided in Schedule B.  The most restrictive limit in the attached Schedules shall always apply. 

II.	Transaction Components

1. Index - Aggregates all Index purchase and sales obligations excluding cash month transactions. 

2. Basis ‑ Aggregates all Basis purchase and sales obligations excluding cash month transactions. 

3. Fixed Price ‑ Aggregates all fixed price positions, including fixed price options and cash month transactions.

4. Transmission/Transportation ‑ Aggregates the Transportation and Transmission contract obligations, including interruptible/non-firm and firm commitments.

III.	Grouping Trading Components and Measuring Positions

	For purposes of measuring positions against limits, portfolios will be grouped into three major risk type portfolios as follows:
	
1. Price – Fixed Price Portfolio

2. Basis - Basis Portfolio, Transmission/Transportation Portfolio

3. Cash/Index - Cash Month Portfolio, Index Portfolio


TRADING COMPLIANCE

The Policy requires the Authorized Traders and Marketers to operate in full compliance within the established restrictions of Trade activities as follows:

1. EPMI’s Trading Desk - The EPMI Trading Desk shall approve all pricing components and contractual issues relating to commodity delivery in all Trading and Long Term deals permitted by this Policy.  

2. Credit Approval - Before entering into a transaction with pre-approved counterparties, the Traders must determine, by review of the Approved Counterparty List, the credit status of the counterparty. Prior to deal execution with new counterparties, traders must request approval from the Credit Department. 

3. Contract Approval - Before entering into a transaction, the Traders/Marketers must determine whether a valid contract exists with the counterparty, by review of the Approved Counterparty List. 

4. Deal Entry - EPMI will enter into EPMI’s system and confirm all transactions with MDEA. 

5. Long Term Marketing -  EPMI- EPMI and MDEA will perform analysis, structuring, and approvals for individual transactions.

 

EXPOSURE LIMITS AND MEASUREMENTS

I.	Introduction
The Marketing Committee has approved the commodity authorizations, volumetric limits, and term limits which all EPMI and MDEA personnel must observe (Schedules A and B). At all times, the most restrictive measure between risk limits shall apply.

II.	Commodities Authorized To Trade (Schedule A)
Authorized Traders and Marketers are permitted to enter into Transactions as provided in Schedule A.  

III.	Risk Limits for Volumetric, Term, Commodity Type, and Price Components  (Schedule B)
All Transactions must be within the guidelines established in Schedule B as to volume/quantity, length of term, description of commodity, and description of pricing
	

SCHEDULE A to EXHIBIT B

COMMODITIES AUTHORIZED TO TRADE

MDEA and EPMI are authorized to trade the following commodities. 

POWER
· Unit Contingent energy for power sales
· Unit Contingent, system firm, firm LD energy for serving Native Load
· Regulatory Capacity
· Sales and/or purchases as part of Redispatch Transactions

TRANSMISSION  
(Note:  This section excludes MDEA’s existing Network Services agreement whichagreement, which shall only be used for energy deliveries to MDEA)
· Firm point-to-point transmission
· Non-firm point-to-point transmission

FUELS
· Natural Gas – wellhead or delivered
· Gas transportation

ANCILLARY SERVICES 
(Note: Regulatory approval required before MDEA can transact sell ancillary services)

· Scheduling, System Control, and Dispatch Service
· Reactive Supply and Voltage Control
· Regulation and Frequency Response
· Energy Imbalance Service
· Operating Reserve – Spinning ReserbveReserve Service
· Operating ResreveReserve – Supplemental Reserve Service














SCHEDULE B to EXHIBIT BRISK LIMITS FOR VOLUMETRIC, TERM, COMMODITY TYPE, AND PRICE COMPONENTS 

Energy Sales and Purchases

	Time Period

	 1 Day 1
	 7 Days
	 31 Days
	 60 Days
	 90 Days
	> 90 Days

	MW/hr
	(5)
	(2)
	(2)
	(2)
	(2)
	(2)

	MWh/day
	(3)
	(3)
	(3)
	(3)
	(3)
	(3)


(1) Up to 4 days over weekend and holiday periods.
(2) No specific limits.  To be determined case by case.
(3) No specific limits on a daily or round the clock basis.
(5) Up to daily load projections and/or daily Facility availabilities



	Pricing Type

	 1 Day 1
	 7 Days
	 31 Days
	 60 Days
	 90 Days
	> 90 Days

	Fixed Price
	(5)
	(2)
	(2)
	(2)
	(2)
	(2)

	Fixed Heat Rate
	(5)
	(2)
	(2)
	(2)
	(2)
	(2)

	Index
	(5)
	(2)
	(2)
	(2)
	(2)
	(2)


(1) Up to 4 days over weekend and holiday periods.
(2) No specific limits.  To be determined case by case.
(5) Up to daily load projections and/or daily Facility availabilities




Capacity Sales

	Sell Type 

	 1 Day 1
	 7 Days
	 31 Days
	 60 Days
	 90 Days
	> 90 Days

	Capacity
	100%
	(4)
	(4)
	(4)
	(4)
	(4)


(1) Up to 4 days over weekend and holiday periods.
(4) No specific limits.  To be determined case by case, or may be assigned on per unit basis.










Natural Gas Purchases and Sales

	Time Period 
Up to
Max Allowable
	 1 Day 1
	 7 Days
	 31 Days
	 60 Days
	 90 Days
	> 90 Days

	MMBtu/day
	(6)
	(2)
	(2)
	(2)
	(2)
	(2)


(1) Up to 4 days over weekend and holiday periods.
(2) No specific limits.  To be determined case by case.
(6) Up to daily Facility availabilities



	Purchase Mix 
Up to
Max Allowable %
	 1 Day 1
	 7 Days
	 31 Days
	 60 Days
	 90 Days
	> 90 Days

	Fixed Price
	100%
	0%
	(2)
	(2)
	(2)
	(2)

	Index
	100%
	100%
	(2)
	(2)
	(2)
	(2)

	Other
	100%
	(2)
	(2)
	(2)
	(2)
	(2)


(1) Up to 4 days over weekend and holiday periods.
(2) No specific limits.  To be determined case by case.















































Ancillary Services to Sell
(Note: Regulatory approval required before MDEA can sell ancillary services)


	Time Period 
Up to
Max Allowable
	 1 Day 1
	 7 Days
	 31 Days
	 60 Days
	 90 Days
	> 90 Days

	Scheduling, System Control, and Dispatch Service
	(7)
	(7)
	(7)
	(7)
	(7)
	(7)

	Reactive Supply and Voltage Control
	(7)
	(7)
	(7)
	(7)
	(7)
	(7)

	Regulation and Frequency Response
	(7)
	(7)
	(7)
	(7)
	(7)
	(7)

	
	(7)
	(7)
	(7)
	(7)
	(7)
	(7)

	Energy Imbalance Service
	(7)
	(7)
	(7)
	(7)
	(7)
	(7)

	Operating Reserve – Spinning Reserve Service
	(7)
	(7)
	(7)
	(7)
	(7)
	(7)

	Operating Reserve – Supplemental Reserve Service
	(7)
	(7)
	(7)
	(7)
	(7)
	(7)


(1) Up to 4 days over weekend and holiday periods. 
(7) MDEA currently does not have regulatory approval to sell ancillary services.





Unit Contingent Energy Purchases (8)

	Time Period
Max Allowable
	 1 Day 1
	 7 Days
	 31 Days
	 60 Days
	 90 Days
	> 90 Days

	Fixed Price
	95 MW
	(2)
	(2)
	(2)
	(2)
	(2)

	Fixed Heat Rate
	95 MW
	(2)
	(2)
	(2)
	(2)
	(2)


(1) Up to 4 days over weekend and holiday periods.
(2) No specific limits.  To be determined case by case.
(8) Permitted only when fulfilling existing obligations and Facilities are not running (for any reason).





