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Commodity Market Price Risk
Volumetric Risk
Concentration Risk (lack of diversity)
Counterparty Contract and Credit Risk
Delivery Risk
Operational Risk
Financial Risk
Operations Risk
Regulatory Compliance Risk
Reliability Compliance Risk
Physical and Cyber Security Risk
Business Interruption Risk

Enterprise-Wide Risks
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Portfolio Risks
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Volumetric Risk
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Volumetric Risk

Commodity Market Price Risk
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Swaps (exchange of cash flows)
• Fixed Price for Floating Price
Call Options

• Gives the Buyer the right, but not the obligation, to purchase power at a 
specified price

Put Options
• Gives the Buyer the right, but not the obligation, to sell power at a specified 

price
Heat Rate Call Options

• Gives the Buyer the right, but not the obligation, to purchase power at a 
specified heat rate (Buyer assumes fuel risk)

Fuel Hedging
• Hedging of fuel (coal, NG, diesel) for heat rate call options
• Hedging of fuel with a high correlation to power

Trading Instruments
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PPA Risk Mitigation
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Managing Commodity Market Price Risk and Volumetric Risk 
with Purchase Power Agreements
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PPA = Hourly Heat Rate Call Options

6

R
ED

A
C

TE
D



KYMEA.ORG

Example - June Dispatch
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Load with PPA Hedges and Liquid Markets
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Example - June Hourly Position
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35 MW

-15 MW
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Monthly Position Report
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KYMEA will manage its long and short positions via a Position 
Report.

REDACTED REDACTED REDACTED
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Hedging Program

Physical
Delivery

Variable
Price

Power 
Exchange

(e.g. NYMEX)Floating Index

Fixed Price
Cash Settlement
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Financial 
Transmission 
Rights or FTRs 
allow market 
participants to 
offset potential 
losses (hedge) 
related to the price 
risk of delivering 
energy to the grid.

FTRs are a 
financial contract 
entitling the FTR 
holder to a stream 
of revenues (or 
charges) based on 
the day-ahead 
hourly congestion 
price difference 
across an energy 
path.

Delivery Risk
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Modeling
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Modeling
• Mark to Market and Forward Curve
• Capacity Prices
• Portfolio Optimization
• Integrated Resource Planning
• Transmission Planning
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Modeling/Financial Workflow
Budget Pro Forma1

Actual 
Month

2
Projected 
Months

3

Risk Management
Hedge Adjustments4

14



KYMEA.ORG

Commodity Market Price Risk
Volumetric Risk
Concentration Risk (lack of diversity)
Counterparty Contract and Credit Risk
Delivery Risk
Operational Risk
Financial Risk
Operations Risk
Regulatory Compliance Risk
Reliability Compliance Risk
Physical and Cyber Security Risk
Business Interruption Risk

Enterprise-Wide Risks
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Enterprise Risks
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Organizational Structure/Hierarchy
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KYMEA
Board of Directors

Board Risk Oversight 
Committee (BROC)

BROC Voting Members
• Board Member
• AR Project Committee Member
• CEO
• CFO
• Legal Counsel

Internal Risk 
Committee (IRC)

IRC Members
• CEO (IRC Chair)
• Vice President of Market Analytics
• CFO
• Legal Counsel

Provides Report to Board 
(at least annually)

Hedge Strategy
(at least quarterly)

1. KYMEA Board Appointments
2. BROC Chairperson

Board of Directors
• Establishes Risk Tolerance
• Approves Risk Management Policies
• Approves Initial Risk Management Procedures

Provides Report to BROC 
(Quarterly)
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ACES Power 
Marketing 
acts as 
KYMEA’s 
Agent and 
provides a 
second layer 
of risk 
oversight.

Internal Risk Committee 
(IRC)

Internal Risk Committee 
(IRC)
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Enterprise Risk Management Policy on 
Portal for Board Action
Election of Board Risk Oversight 
Committee (BROC)
• Two Board Directors or Alternates (at 

least one from AR Project)
• Selection of BROC Chairman

Board Action
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