EXHIBIT 1
EXISTING CONTRACTED RESOURCES

Off-System Contracted Resources

	Resource
	Amount MW
	Hour Limitation
	Reliability
	Term
	Delivery Point
	Scheduling
	Minimum Delivery

	SEPA
	11
	1500
	
	None
	Into Entergy
	1.  Submit annual schedule by June 20
2.  Monthly breakdown (by week) 10 days prior to beginning of month
3.  Weekly breakdown (by hour) by preceding Wednesday
	

	Cajun
	7
	NA
	Firm System Capacity (as firm as native load)
	5/31/2010
	Into Entergy
	Week ahead by COB Thursday
Hourly changes with approval
	At least 25% of contract capacity

	EPI-Isis
	7
	NA
	Unit Contingent, Transmission Contingent
	5/31/2010
	Into Entergy
	16 hours in advance
	

	EPI-Ritchie
	1
	NA
	Unit Contingent, Transmission Contingent
	5/31/2010
	Into Entergy
	16 hours in advance
	




Gas Contracts

· SNS transportation agreement between Clarksdale and Texas Gas
· Firm transportation agreement between Yazoo City and Mississippi Valley Gas (LDC)

EXHIBIT 2
Facilities
	CPU UNITS
	
	
	

	
	Unit 9
	Unit 8/6
	Unit 7

	Unit Type
	STAG Combined Cycle
	Simple Cycle/CC
	Conventional 400lb Steam

	Min Capacity, MW
	                     12.00 
	 5/8 
	                        4.00 

	Max Capacity, MW
	                     22.00 
	 12.7/6.8 
	                        7.50 

	Min Heat Rate
	                   12,500 
	 21,000/13,100 
	

	Max Heat Rate
	                   10,700 
	 17,300/11,900 
	                    19,500 

	Preferred Min Run Time, hrs
	                     16.00 
	                      16.00 
	                    120.00 

	Acceptable Min Run Time, hrs
	                     12.00 
	                      12.00 
	                      60.00 

	Cold Start Time, hrs
	                       2.00 
	                        3.00 
	                      12.00 

	Warm Start Time, hrs
	                       1.00 
	                        2.00 
	                        8.00 

	Hot Start Time, hrs
	                       0.50 
	                        1.00 
	                        2.00 

	Ramp MW/min
	                       2.00 
	                        1.50 
	                        0.50 

	Weekly Starts
	                            7 
	                             5 
	                             1 

	Monthly Starts
	                          28 
	                           20 
	                             4 

	Yearly Starts
	                          96 
	                           48 
	                           20 

	Start Costs
	$1,500
	$1,500
	$1,500

	VOM
	 $ 2.00
	 $2.00 
	 $ 2.00 

	Dual Fuel?
	Yes
	Yes
	No

	2nd Fuel
	LS #2
	LS #2
	 -- 

	Dual Fuel Heat Rate
	
	
	 -- 

	Dual Fuel VOM
	 $2.00 
	$2.00 
	 -- 




	Yazoo City UNITS
	
	
	
	
	

	
	Unit # CT1
	CT1/ ST2
	Unit # ST3
	Unit # CT1/ST3
	TOTAL

	Unit Type
	SIMPLE CYCLE
	400 LB STEAM
	600 LB STEAM
	COMBINED CYCLE
	SYSTEM

	Min Capacity, MW
	                       3.00 
	                   
	                        6.00 
	                        15.00 
	

	Max Capacity, MW
	                     14.50 
	                       19.20 
	                      12.00 
	                        23.00 
	32.00

	Min Heat Rate
	 ? 
	 ? 
	 ? 
	                      12,000 
	

	Max Heat Rate
	                   16,690 
	                    12,410 
	                    15,000 
	                      10,298 
	       12,062 

	Preferred Min Run Time, hrs
	
	                      16.00 
	                   120.00 
	                        16.00 
	

	Acceptable Min Run Time, hrs.
	
	                      12.00 
	                      60.00 
	                        12.00 
	

	Cold Start Time, hrs
	                       0.17 
	                        1.00 
	                        6.00 
	 .17/2.00 
	

	Warm Start Time, hrs
	                       0.17 
	                        0.50 
	                        1.00 
	 .17/.50 
	

	Hot Start Time, hrs
	                       0.17 
	                        0.10 
	                        0.50 
	 .17/.10 
	

	Ramp MW/min
	                       2.00 
	                        1.00 
	                        1.00 
	 2.00/1.00 
	

	Weekly Starts
	                          14 
	                             7 
	                             1 
	                               7
	

	Monthly Starts
	                          31 
	                           31 
	                             4 
	                             31
	

	Yearly Starts
	186
	150
	30
	150
	

	Start Costs
	50 MCF gas
	100 MCF gas
	200 MCF gas
	200 MCF gas
	

	VOM
	 $                    2.00 
	 $                     2.00 
	 $                     2.00 
	 $                       2.00 
	

	Dual Fuel?
	YES
	NO
	NO
	YES
	

	2nd Fuel
	LS #2
	
	
	LS #2
	

	Dual Fuel Heat Rate
	
	
	
	
	

	Dual Fuel VOM
	 $                    2.00 
	
	
	 $                       2.00 
	

	
	
	
	
	
	

	HRSG is rated at 95,000 lbs./hr and conventional boiler is rated at 120,000 lbs./hr. The two steam turbines are supplied

	from a common header off these two boilers. ST2 cannot be operated by itself.
	
	




EXHIBIT 3
MDEA EPMI INCENTIVE FEE CALCULATION

MDEA and EPMI will share the Profits, Savings and Gas Proceeds according to the following percentages for the On-Peak hours:

· MDEA 60% and
· EPMI 40%.

Profit per hour is realized when Products are sold to the market and is calculated as the product of MWh sold in all Transactions and the difference between Market Price and the Target Production Cost as follows:

Profit per hour = MWh * (Market Price – Target Production Cost)

	Example:
		Market Price:			$75/MWh
		Target Production Cost:	$55/WMh
		MW hours sold:		10 MWh

		Profit per hour = 10MWh($75/MWh - $55/MWh)
		Profit per hour = $200

		EPMI Fee = 40%($200)
		EPMI Fee = $80

Savings per hour is calculated as the product of MWh bought on behalf of MDEA in accordance with this Agreement and the difference between Target Production Cost and the Market Price for delivered power as follows:

	Savings per hour = MWh * (Target Production Cost – Market Price)

	Example:
	Market Price:			$45/MWh
	Target Production Cost:	$55/MWh
	MW hours bought:		10 MWh

	Savings per hour = 10 MWh($55/MWh - $45/MWh)
	Savings per hour = $100

	EPMI Fee = 40% ($100)
	EPMI Fee = $40

Daily Profit and Savings is the summation over 24 hours of the hourly Profit and Savings, respectively.

Target Production Cost (TPC) is a function of forecasted load, combined heat rate, startup costs, variable operation and maintenance costs, minimum and preferred run times, and fuel costs.  The TPC is calculated daily as described in the Target Production Cost Calculation Exhibit.

Heat rate for each generator is specified in Exhibit “1”, Facilities.  The heat rates were provided by the Cities and may be updated as mutually agreed to by the Parties as operating data is collected during the Term of the Agreement.

VOM is the variable operation and maintenance cost for each unit as specified in Exhibit 2.  The VOM costs were provided by the Cities and may be updated as mutually agreed to by the Parties as operating data is collected during the Term of the Agreement.

Unit Start Charge is the cost to start-up each unit as specified in Exhibit 2, and includes (a) start-up gas quantity required for the effected unit multiplied by the Delivered Gas Cost, (b) man-hour cost for a typical cold start, and (c) other miscellaneous costs.  The Unit Start Charges were provided by the Cities and may be updated as mutually agreed to by the Parties as operating data is collected during the Term of the Agreement.

Gas Proceeds may result from Gas Profits or Gas Savings and are a result of displacing the Cities’ generation or use of fuel oil instead of gas.  Gas Profits result when gas purchased to fuel Facilities is released to the market and is sold for a higher price than originally purchased.

	Gas Profits = (Gas Sale Price – Gas Purchase Price) * Gas Volume

	Example:
		Gas Sale Price:	$4.10/MMBTU
		Gas Purchase Price:	$3.90/MMBTU
		Gas Volume:		10,000 MMBTU

		Gas Profits = ($4.10/MMBTU - $3.90/MMBTU)* 10,000 MMBTU
		Gas Profits = $2,000

		EPMI Fee = 40% ($2,000)
		EPMI Fee = $800

If gas release is associated with purchasing power, Gas Savings will be calculated as the sum of Gas Profits and the will be netted against the positive difference between the Total Production Cost and the Market Price for MWh purchased to result in Gas Savings.

	Gas Savings = Gas Profits + [(Target Production Cost – Market Price)*MWh]

	Example:
		Gas Profits:			$2,000
		Market Price for Power:	$35/MWh		
		Target Production Cost:	$55/MWh
		Total MW hours:		10

		Gas Savings =  $2,000 + [($55/MWh - $35/MWh) 10MWh]
		Gas Savings = $2,200

		EPMI Fee = 40% ($2,200)
		EPMI Fee = $880

If gas released is associated with burning fuel oil, Gas Profits should be netted against the positive difference between the gas purchase price and the replacement cost of fuel oil on an MMBTU basis.

Gas Proceeds = Gas Profits + [(Gas Purchase Price – Replacement Oil Price)*(MMBTUs)]

	Example:
		Gas Profits:			$2,000
		Gas Purchase Price:		$3.90/MMBTU
		Replacement Oil Price:	$3.80/MMBTU
		Total MMBTU:		10,000 MMBTU

Gas Proceeds =  $2,000 + [($3.90/MMBTU - $3.80/MMBTU)*10,000MMBTU]
	Gas Proceeds = $3,000

		EPMI Fee = 40% ($3,000)
		EPMI Fee = $1,200



EXHIBIT 4
TARGET PRODUCTION COST CALCULATION


The Target Production Cost (TPC) is the cost of generating power from the Facilities to meet the MDEA day-ahead forecasted Native Load over the amount provided by the long-term contracted power detailed in Exhibit 1.  The TPC is calculated by committing available generating assets to meet the projected load and adjusting generator output in an attempt to minimize the combined heat rate.  The TPC is calculated for each hour and a weighted average TPC is calculated for the day.  Generation is added during peak times for 16 hours if possible with a minimum run of 12 hours as specified by the Cities.

The components of the TPC include the following:

· Forecasted load
· Combined heat rate 
· Startup costs
· Variable Operation and Maintenance cost 
· Minimum and preferred run times
· Gas cost

MDEA’s Native Load is forecasted daily using the Load Projection Model.  The heat rate values for each generation unit, associated startup and variable costs are based on data received from the Cities. As additional data is collected from the Facilities during run-time conditions, the heat rate values and related costs may be adjusted during the Term of the Agreement.

The gas cost is determined by the delivered price to each city.  The gas cost for Clarksdale is calculated based on a spot gas quote for Texas Gas Zone SL and delivered to the Clarksdale city gate.  The gas cost for Yazoo City is based on a spot gas quote for Sonat LA and delivered to the Yazoo City city gate.

An Excel spreadsheet application is used to calculate the TPC based on the above information.  This spreadsheet incorporates the load forecast, long-term contracted power, and the unit characteristics and availability data.  Once the forecasted load is reduced by the long-term contracted power, generation is added until the forecasted load is matched.  Generation is added based on the available units according to the order of preference specified by the Cities as follows:  CD9, YZ1/3, CD8/6, YZ2, CD7.

A generation unit can only be added if its minimum MW output is at least as much as the required generation.  For example if the forecast is for 25MW load and the long-term contracts fill in 20MW, the difference if 5MW.  The CD9, YZ1/3 and CD8/6 units cannot be used since they all have a minimum MW rating of more than 5MW.  Therefore YZ2 or CD7 would have to be used.

If the required MWs are in the range of a generator, it is added by itself.  For instance, if the forecast is 35MW and the long-term contracts fill in 17MW, the difference is 18MW.  CD9 would be added to the generation stack at 18MW.

If two or more generators are needed to meet the forecasted load, units are dispatched at partial load, as appropriate, in an effort to minimize the combined heat rate.  For example if the forecast predicts a 45 MW load and the long-term contracts cover 10MW, the remaining load to be filled is 35 MWs.  The first unit to be added is CD9.  CD9 adds a maximum of 22 MWs leaving and additional requirement of 13 MW.  The next unit to be added would be YZ1/3.  The outputs of the two generators are then adjusted in an effort to minimize the combined heat rate for an aggregate output of 35 MW.  Once the generation is added to the stack and the load is met, the TPC is calculated for each run hour.
 
In the example provided in Figure 1, for the hour ending at 10:00, the estimated load for MDEA is 51MWh.  14 MWh are filled by long-term contracts leaving a net load of 37 MWh.  To fill this load, CD9 is set to generate 22MW for the hour. YZ1/3 was unavailable so CD8/6 fills the balance by generating 15 MWh.  The gas price is $4.17/MMBtu.

MWh for CD 9 = 22 MWh
Heat Rate for CD 9 at 22 MW = 11.4 MMBtu/MWh
CD 9 Run Time = 16 hrs.
Start-up cost for CD9 = $1,500
VOM for CD9 = $2.00 /MWh

MWh for CD 8/6 = 15 MWh
Heat Rate for CD8/6 at 15MW = 12.4 MMBtu/MWh
CD 8/6 Run Time = 16 hrs.
Start-up cost for CD 8/6 = $1,500
VOM for CD 8/6 = $2.00/MWh

CD 9 Gas Cost =  $4.17/MMBtu * 11.4MMBtu/MWh * 22MWh
	    	 =  $1045.84 for the hour
CD 9 Amortized Start-up Cost/h =  $1500/16h =  $93.75/h
CD 9 VOM/h	= $2.00 * 22/MWh = $44.00/h
CD 9 Gen Cost = Gas Cost + Amortized Start-up Cost + Fixed VOM 					= $1045.84 + $93.75 + $44.00
		= $1183.59

CD 8/6 Gas Cost/MWh =  $4.17/MMBtu * 12.4 MMBtu/MWh * 15MWh
			=  $775.62 for the hour
CD 8/6 Amortized Start-up Cost/MWH =  $1500/16Hrs =  $93.75/h
CD 8/6 VOM/h = $2.00 * 15/MWh = $30.00 /h
CD8/6 Gen Cost = GasCost + Amortized Start-up Cost + Fixed VOM
		= $775.62 + $93.75 + $30.00
		= $899.37

Total Cost = CD9 Cost + CD8/6 Cost = $1183.59 + $899.37 = $2082.96


Combined Cost/MWh	= Total Cost for the Hour/MWh 
			= $2082.96 / 37MWh
			= $56.30/MWh

The generation cost per MWh of $56.30 is for the hour ending at 10:00.  Typical calculations will be completed for each hour of the day.  The daily TPC is a weighted average of the total costs divided by total MWh.  To get the daily TPC, the total hourly costs are added up for the day and are divided by the total MWh generated.  In this example, the total generation cost for the day was $31,388.56 and the total generation was 554 MWh.  The TPC for the day was $31,388.56/554 MWh or $56.66/MWh.

Figure 1
Target Production Cost Example Calculation
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EXHIBIT 5
INVOICING AND PAYMENT SCHEDULE

	Invoicing Date
	Payment Date

	July 5, 2001
	July 1320, 2001

	August 9, 2001
	August 2017, 2001

	September 6, 2001
	September 2014, 2001

	October 4, 2001
	October 2012, 2001

	November 8, 2001
	November 2016, 2001

	December 6, 2001
	December 2014, 2001

	January 3, 2002
	January 2011, 2002

	February 7, 2002
	February 2015, 2002

	March 7, 2002
	March 2015, 2002

	April 4, 2002
	April 2012, 2002

	May 9, 2002
	May 2017, 2002

	June 6, 2002
	June 2014, 2002

	July 4, 2002
	July 2012, 2002

	August 8, 2002
	August 2016, 2002

	September 5, 2002
	September 2013, 2002

	October 3, 2002
	October 2011, 2002

	November 7, 2002
	November 2015, 2002

	December 5, 2002
	December 2013, 2002

	January 9, 2003
	January 2017, 2003

	February 6, 2003
	February 2014, 2003

	March 6, 2003
	March 2014, 2003

	April 3, 2003
	April 1120, 2003

	May 8, 2003
	May 2016, 2003

	June 5, 2003
	June 20, 2003

	July 3, 2003
	July 20, 2003

	August 7, 2003 
	August 20, 2003

	September 4, 2003
	September 20, 2003

	October  3, 2003
	October 20, 2003




EXHIBIT 6
MARKETING STRATEGY


INTRODUCTION

The Marketing Strategy includes transacting in the hourly/daily, short term, and longer term markets to optimize and improve the economics and reliability of MDEA’s assets.  Strategic decisions relating to buying and selling of Products will be made after taking into consideration such items as, but not limited to projections for MDEA’s load forecast, Facility production cost and availabilities, and market conditions.  Decisions will be the result of collaboration between MDEA and EPMI.  MDEA and EPMI will jointly work to pursue such transactions as described in this Strategy and in the Agreement.  The framework for achieving these objectives including the types of transactions and activities to be conducted by EPMI and MDEA is provided in the Marketing Strategy.  The controls including the authority, and approvals, associated with each type of transaction or activity are defined in the Trading and Risk Policy.  The Trading and Risk Policy will prevail regarding any transaction or marketing strategy.  The Marketing Committee can change this strategy as needed to reflect the business environment and risk tolerance of the parties.  Valid modifications to this policy shall be made in writing, executed by the Parties, and adopted as a revised Exhibit 6 to the Agreement entitled Revised Marketing Strategy.

STRATEGY

Daily Planning Activity
EPMI and MDEA shall jointly run the Load Projection Model and the Stack Model.  EPMI and MDEA will then (1) compare and verify assumptions and results from the models, (2) develop recommendations and (3) decide upon the operating plan for the day.  EPMI and MDEA shall provide weather, load, Facility, market, and other information that may be deemed necessary for the planning process.  The Parties understand that the development of the projections, recommendations and daily operating plan is a complex, dynamic process that requires an element of subjective judgment by the Parties.  Further, due to the use of imprecise data such as weather reports, heat rate estimates, and the like, it is understood between the Parties that the resulting projections, recommendations and daily plan are consistent with commercially reasonable industry practices. This analysis will take into account such considerations as weather conditions, business day/weekend and holiday load conditions, historical loads, gas/power pricing, unit availabilities, unit operating data, and prior commitments to buy and sell power.

Hourly and Daily (Real Time) Transactions
EPMI will use commercially reasonable efforts to buy and sell Products on an hourly or daily basis as are necessary (1) to supply and/or balance MDEA’s native load, (2) to balance for fluctuating output during dispatch of owned generation assets, and (3) to provide backup/replacement power/transmission during cuts/contingencies.
 

Short Term Transactions
EPMI and MDEA will communicate at least daily to discuss marketing opportunities for the balance of the week and next week’s activity.  The Products for sale and purchase shall be the same as for Hourly and Daily Transactions.    

Long Term Market Opportunities
Opportunities discovered by EPMI or MDEA, if any, will be brought to the Marketing Committee for review.  EPMI will analyze the value and risk proposition for each potential transaction, and report to the Marketing Committee for its recommendation to pursue or not pursue the transaction.  Where a positive recommendation has resulted, EPMI will assist MDEA in closing the transaction with the counterparty.


COORDINATION

EPMI and MDEA will perform their respective obligations as described in the Agreement, the Marketing Strategy, and the Trading Policy regarding trading, scheduling and marketing.  EPMI and MDEA will together evaluate the risks of transactions to the MDEA portfolio.  MDEA will profile its risk appetite to help maintain an effective Marketing Strategy.  The Parties will continue to review and update the Marketing Strategy, as needed.


APPROVED BY MDEA




						
By:
Date:

















EXHIBIT 7
TRADING POLICY

INTRODUCTION

EPMI and MDEA will work to manage and optimize serving Native Load and dispatching Facilities including (1) the associated commodity pricing, imbalance, and delivery risks, and (2) market opportunities.  This Trading Policy (the “Policy”) establishes the controls, policies, and guidelines to govern and manage the purchases, sales, and marketing of Products, and balancing services.  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 7 to the Agreement entitled Revised Trading 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 (1) hourly/daily and short term or (2) long term.  Controls are established accordingly. 


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 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 originated by EPMI or MDEA, shall be structured, evaluated, and approved as defined in the Agreement and this Policy.  

1.	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.  

2.	Unless prior approval limits are specifically defined in Schedule B, then approvals for each transaction shall be obtained from MDEA’s Energy Coordinator, and EPMI’s management, as appropriate, with the exception that: 

3.	If emergency conditions exist, and/or standard communication or approvals are 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

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 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 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 accordance with those approvals.  Unless prior approval limits are specifically defined in Schedule B, then approvals for each long term transaction shall be obtained as appropriate for the scope of the transaction (1) by MDEA or its governing bodies, and (2) EPMI’s management.



TRANSACTION RISK COMPONENTS

I.	Trading Portfolio

EPMI will track MDEA’s business on a portfolio basis.  The portfolio is made up of groups of transactions.  Transactions consist of groups of components.  Components of transactions in the portfolio may be grouped for the purpose of measuring positions and adherence to limits defined herein.  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 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.	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
	




APPROVED BY MDEA


					
By:
Date:

SCHEDULE A TO EXHIBIT 7
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 (long term) for serving Native Load
· Capacity (including Regulatory Capacity)
· Sales and/or purchases as part of Redispatch Transactions
· Unit Contingent energy purchases (within defined limitations)

TRANSMISSION  
(Note:  This section excludes MDEA’s existing Network Services agreement, 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 sell ancillary services.  No regulatory approval required to self-provide ancillary services.)
· Scheduling, System Control, and Dispatch Service
· Reactive Supply and Voltage Control
· Regulation and Frequency Response
· Energy Imbalance Service
· Operating Reserve – Spinning Reserve Service
· Operating Reserve – Supplemental Reserve Service




SCHEDULE B TO EXHIBIT 7
RISK 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

	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.
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