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Enterprise Risk Management Policy
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Energy Risks
Trading Authority Matrix/Hedge Plan

• Trading Authority Matrix
- Matrix to lay-out trading limits consistent
with the limits approved by the Board (used
by ACES for risk oversight)

• Hedge Plan
- Two-year plan to assess strategy and risk
exposure (energy, fuel, transmission)
- Longer term plan incorporated in IRP
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Trading Authority Matrix
Approved Products
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Trading Authority Matrix
Approved Products (continued)
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Trading Authority Matrix
Approved Products (continued)
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Energy Risks
Power Trading Authority Matrix
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Energy Risks
Natural Gas Trading Authority Matrix
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Hedge Plan
Position Report

• The Position Report employs a comprehensive energy hedging methodology 
whereby the MWh equivalent of all energy hedges are compared to the 
expected native load of KYMEA.

• The report also considers location (basis) and deliverability to KYMEA’s native 
load.  Total energy hedged is the MWh equivalent of the sum of fuel purchases 
and electricity purchases.

• To apply as an energy hedge, fuel purchases must be combined with physical 
generation ownership or contracted capacity.  The MWh equivalent hedge from 
fuel purchases will be the volume of MMBtu’s of fuel procured for the unit or 
contract divided by the expected average heat rate of the generation unit or 
contract divided by 1,000.

Position Report: Comprehensive Energy Hedging
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Hedge Plan
Congestion Hedging

It is likely that KYMEA’s physical capacity and energy hedges may not be 
procured at delivery points that are at the location of its native load.

• Congestion risk is the possibility of adverse price differentials between the 
location of the energy sources and the location of native load.

• Congestion Hedges: Annual Auction Revenue Rights (ARR) and the Financial 
Transmission Rights (FTR) markets, purchasing delivered energy, or executing 
basis swaps with a bilateral counterparty.

• FTRs provide a financial hedge against potential adverse financial impacts of 
congestion risk in the day-ahead energy market. It is important to note that 
FTR’s do not hedge the transmission loss component of the Locational 
Marginal Price.

Congestion Hedging and Financial Transmission Rights
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Trading Authority Procedures
KYMEA Board Approved on April 24, 2019

Greater than one month and 
less than a year

Equal to or greater than a 
year duration

Present Criteria

Greater than one month and 
less than or equal to a year

Greater than a year duration

Recommended Change
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Joppa Coal Price Hedge
Jun 2020 – May 2021

• KYMEA has two options for Joppa Energy Price
• Monthly or Annual

• The Monthly Price is known after-the-fact (following month) making it 
somewhat difficult to dispatch the unit when you don’t know the 
precise price. 

• The Annual Price is fixed and known for each of the following 12 
months.

The price is confidential and was disclosed to each Board member 
last week.

Based on historical prices and volatility, staff recommends the 
Board approve the annual Facility Firm Energy Price.
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