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Disclaimer

DC Energy is not soliciting commodity pool business or investors or providing any advice via 
these materials or the related presentation. These materials and the related presentation 
are not an advertisement for investors or prospective investors or to the public 
generally. These materials are only for general information and discussion. The information 
included in these materials is not investment, trading or financial product advice.

The presentation may contain forward looking statements or statements of opinion. No 
representation or warranty is made regarding the accuracy, completeness or reliability of the 
forward looking statements or opinion, or the assumptions on which either is based. All such 
information is, by its nature, subject to significant uncertainties outside of the control of the 
presenter and DC Energy and also may become quickly outdated. These materials and the 
related presentation are not intended to be, and should not be, relied upon by the recipient in 
making decisions of a commercial, investment or other nature with respect to the issues 
discussed herein or by the presenter. To the maximum extent permitted by law, DC Energy 
and its officers, owners, affiliates and representatives do not accept any liability for any loss 
arising from the use of the information contained in these materials.
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The treatment of CRR PTP Options and CRR PTP Obligations within 
forward exposure calculation are not equitable

Forward Exposure Example
-Illustrative example of risk exposure for opposite path positions-

Obligation A-B

Portfolio XY

Portfolio ZY

Obligation B-A

Option B-AObligation A-B

Both portfolios have no downside risk, however Portfolio ZY is treated as a liability 
despite being exposed to positive settlement only. This inequality is due to option 
and obligation exposures being aggregated together after the worst case is 
determined (i.e. each have a separate Portfolio Weighted Adder) 

+-

+

-

+

+

-

Positions cancel out both the 
downside and upside exposure

Downside risk is eliminated and 
upside remains, but yet calculated 

exposure is negative (liability)
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CRR PTP Obligation positions on opposite paths perfectly offset, which reflects 
actual risk

Offsetting Obligation Example
- Risk exposure for opposite path positions with equal volume -

DAM Prices used 
to calculate a 
rolling average 
price data series

Calculate the volume weighted 
rolling average price for total 
portfolio by month and TOU

Month OBL 
$/MW

Rolling Avg. 1 $         0 
Rolling Avg. 2 $         0 
Rolling Avg. 3 $         0 
Rolling Avg. 4 $         0
Rolling Avg. 5 $         0
Rolling Avg. 6 $         0 
Rolling Avg. 7 $         0 
Rolling Avg. 8* $         0 

2

1

5x16 ROLLING AVERAGE (18 
Days)

OBL Path 1 OBL Path 2
Rolling Avg. 1 $      (0.07) $        0.07 
Rolling Avg. 2 $      (0.07) $        0.07 
Rolling Avg. 3 $      (0.07) $        0.07 
Rolling Avg. 4 $      (0.05) $        0.05 
Rolling Avg. 5 $      (0.05) $        0.05 
Rolling Avg. 6 $      (0.05) $        0.05 
Rolling Avg. 7 $      (0.04) $        0.04 
Rolling Avg. 8 * $      (0.04) $        0.04

5x16 SETTLED DAM PRICES
Path 1 Path 2

Day 1 $                 0.19 $               (0.19)
Day 2 $                 0.09 $               (0.09)
Day 3 $               (0.51) $                 0.51 
Day 4 $               (0.02) $                 0.02 
Day 5 $                 0.01 $               (0.01)
Day 6 $               (0.05) $                 0.05 
Day 7 $               (0.07) $                 0.07 
Day 8 $               (0.07) $                 0.07 
Day 9 $               (0.39) $                 0.39 
Day 10 $               (0.29) $                 0.29 
Day 11 $               (0.01) $                 0.01 
Day 12 $               (0.17) $                 0.17 
Day 13 $                 0.02 $               (0.02)
Day 14 $               (0.02) $                 0.02 
Day 15 $               (0.04) $                 0.04 
Day 16 $                 0.03 $               (0.03)
Day 17 $                 0.00 $               (0.00)
Day 18 $                 0.05 $               (0.05)
Day 19 $                 0.21 $               (0.21)
Day 20 $               (0.00) $                 0.00 
Day 21 $               (0.04) $                 0.04 
Day 22 $               (0.03) $                 0.03 
Day 23 $                 0.06 $               (0.06)
Day 24 $               (0.01) $                 0.01 
Day 25 $               0.00 $                 0.00
Day 26 $               (0.03) $                 0.03 
Day 27 $               (0.03) $                 0.03 
Day 28 $               (0.02) $                 0.02 
Day 29 $                 0.15 $               (0.15)
Day 30 $                 0.22 $               (0.22)

3

OBL portfolio adder is the 100th 
percentile of the volume weighted 
rolling average portfolio price 
series over a month for each TOU  

OBL Adder =  $0/MWh

One-to-one 
offset reflects 
actual exposure

* Stopped rolling avg. period at 8 to conserve space
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Replacing the obligation with an option erroneously results in a credit liability 
despite the potential for positive settlement only (zero downside)

Rolling average price for the volume 
weighted OBL portfolio is separate
from the option position

2

1

5x16 ROLLING AVERAGE (18 Days)
OBL Path 1 OPT Path 2

Rolling Avg. 1 $      (0.07) $        0.07 
Rolling Avg. 2 $      (0.07) $        0.07 
Rolling Avg. 3 $      (0.07) $        0.07 
Rolling Avg. 4 $      (0.05) $        0.05 
Rolling Avg. 5 $      (0.05) $        0.05 
Rolling Avg. 6 $      (0.05) $        0.05 
Rolling Avg. 7 $      (0.04) $        0.04 
Rolling Avg. 8 $      (0.04) $        0.04

5x16 SETTLED DAM PRICES
Path 1 Path 2

Day 1 $                 0.19 $               (0.19)
Day 2 $                 0.09 $               (0.09)
Day 3 $               (0.51) $                 0.51 
Day 4 $               (0.02) $                 0.02 
Day 5 $                 0.01 $               (0.01)
Day 6 $               (0.05) $                 0.05 
Day 7 $               (0.07) $                 0.07 
Day 8 $               (0.07) $                 0.07 
Day 9 $               (0.39) $                 0.39 
Day 10 $               (0.29) $                 0.29 
Day 11 $               (0.01) $                 0.01 
Day 12 $               (0.17) $                 0.17 
Day 13 $                 0.02 $               (0.02)
Day 14 $               (0.02) $                 0.02 
Day 15 $               (0.04) $                 0.04 
Day 16 $                 0.03 $               (0.03)
Day 17 $                 0.00 $               (0.00)
Day 18 $                 0.05 $               (0.05)
Day 19 $                 0.21 $               (0.21)
Day 20 $               (0.00) $                 0.00 
Day 21 $               (0.04) $                 0.04 
Day 22 $               (0.03) $                 0.03 
Day 23 $                 0.06 $               (0.06)
Day 24 $               (0.01) $                 0.01 
Day 25 $               0.00 $               0.00
Day 26 $               (0.03) $                 0.03 
Day 27 $               (0.03) $                 0.03 
Day 28 $               (0.02) $                 0.02 
Day 29 $                 0.15 $               (0.15)
Day 30 $                 0.22 $               (0.22)

3

OPT adder is the 99th percentile of 
the rolling average portfolio price 
series over a month for each TOU 

5x16 ROLLING AVERAGE (18 Days)
OBL Month $/MWh OPT Month $/MWh

Rolling Avg. 1 (0.07) 0.07 
Rolling Avg. 2 (0.07) 0.07 
Rolling Avg. 3 (0.07) 0.07 
Rolling Avg. 4 (0.05) 0.05 
Rolling Avg. 5 (0.05) 0.05 
Rolling Avg. 6 (0.05) 0.05 
Rolling Avg. 7 (0.04) 0.04 
Rolling Avg. 8 (0.04) 0.04

OBL Adder =  $(.07)/MWh

OPT Adder =  $0.04/MWh

Option provides 
partial offset, but 
yet the settlement 
only has upside 

Obligation with Offsetting Option Example
- Risk exposure for opposite path positions with equal volume -

DAM Prices used 
to calculate a 
rolling average 
price data series
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DC energy’s recommendation combines the portfolio adders into one, which 
reflects the offsetting value of the option while keeping the credit requirements 
in a conservative state

DAM prices used 
to calculate a 
rolling average 
price data series

Volume weighted rolling average price 
for portfolio by month and TOU is 
combined for options and obligations

2

1

5x16 ROLLING AVERAGE (18 Days)
OBL Path 1 OPT Path 2

Rolling Avg. 1 $      (0.07) $        0.07 
Rolling Avg. 2 $      (0.07) $        0.07 
Rolling Avg. 3 $      (0.07) $        0.07 
Rolling Avg. 4 $      (0.05) $        0.05 
Rolling Avg. 5 $      (0.05) $        0.05 
Rolling Avg. 6 $      (0.05) $        0.05 
Rolling Avg. 7 $      (0.04) $        0.04 
Rolling Avg. 8 $      (0.04) $        0.04

5x16 SETTLED DAM PRICES
Path 1 Path 2

Day 1 $                 0.19 $               (0.19)
Day 2 $                 0.09 $               (0.09)
Day 3 $               (0.51) $                 0.51 
Day 4 $               (0.02) $                 0.02 
Day 5 $                 0.01 $               (0.01)
Day 6 $               (0.05) $                 0.05 
Day 7 $               (0.07) $                 0.07 
Day 8 $               (0.07) $                 0.07 
Day 9 $               (0.39) $                 0.39 
Day 10 $               (0.29) $                 0.29 
Day 11 $               (0.01) $                 0.01 
Day 12 $               (0.17) $                 0.17 
Day 13 $                 0.02 $               (0.02)
Day 14 $               (0.02) $                 0.02 
Day 15 $               (0.04) $                 0.04 
Day 16 $                 0.03 $               (0.03)
Day 17 $                 0.00 $               (0.00)
Day 18 $                 0.05 $               (0.05)
Day 19 $                 0.21 $               (0.21)
Day 20 $               (0.00) $                 0.00 
Day 21 $               (0.04) $                 0.04 
Day 22 $               (0.03) $                 0.03 
Day 23 $                 0.06 $               (0.06)
Day 24 $               (0.01) $                 0.01 
Day 25 $               0.80 $               (0.80)
Day 26 $               (0.03) $                 0.03 
Day 27 $               (0.03) $                 0.03 
Day 28 $               (0.02) $                 0.02 
Day 29 $                 0.15 $               (0.15)
Day 30 $                 0.22 $               (0.22)

3

Combined portfolio adders 
calculated at the nth percentile

Combined Adder =  $0/MWh

Option provides a one-
to-one offset. Note, 
again settlement 
exposure only has 
upside 

Obligation with Offsetting Option Example
- Risk exposure for opposite path positions with equal volume -

5x16 ROLLING AVERAGE (18 Days)
Month Combined $/MW

Rolling Avg. 1 0 
Rolling Avg. 2 0 
Rolling Avg. 3 0 
Rolling Avg. 4 0
Rolling Avg. 5 0
Rolling Avg. 6 0 
Rolling Avg. 7 0 
Rolling Avg. 8 0 
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CRR PTP Obligation positions on opposite paths perfectly offset and the 
additional obligation on path 2 results in a credit asset for the overall portfolio

Offsetting Obligation Example-2
- Risk exposure of portfolio with additional obligation -

DAM Prices used 
to calculate a 
rolling average 
price data series

Calculate the volume weighted 
rolling average price for total 
portfolio by month and TOU

Month $/MWh
Rolling Avg. 1 0.023
Rolling Avg. 2 0.023
Rolling Avg. 3 0.023 
Rolling Avg. 4 0.017
Rolling Avg. 5 0.017
Rolling Avg. 6 0.017
Rolling Avg. 7 0.013 
Rolling Avg. 8* 0.013 

2

1

5x16 ROLLING AVERAGE (18 Days)
1MW OBL Path 1 2MW OBL Path 2

Rolling Avg. 1 $      (0.07) $        0.07 
Rolling Avg. 2 $      (0.07) $        0.07 
Rolling Avg. 3 $      (0.07) $        0.07 
Rolling Avg. 4 $      (0.05) $        0.05 
Rolling Avg. 5 $      (0.05) $        0.05 
Rolling Avg. 6 $      (0.05) $        0.05 
Rolling Avg. 7 $      (0.04) $        0.04 
Rolling Avg. 8 * $      (0.04) $        0.04

5x16 SETTLED DAM PRICES
Path 1 Path 2

Day 1 $                 0.19 $               (0.19)
Day 2 $                 0.09 $               (0.09)
Day 3 $               (0.51) $                 0.51 
Day 4 $               (0.02) $                 0.02 
Day 5 $                 0.01 $               (0.01)
Day 6 $               (0.05) $                 0.05 
Day 7 $               (0.07) $                 0.07 
Day 8 $               (0.07) $                 0.07 
Day 9 $               (0.39) $                 0.39 
Day 10 $               (0.29) $                 0.29 
Day 11 $               (0.01) $                 0.01 
Day 12 $               (0.17) $                 0.17 
Day 13 $                 0.02 $               (0.02)
Day 14 $               (0.02) $                 0.02 
Day 15 $               (0.04) $                 0.04 
Day 16 $                 0.03 $               (0.03)
Day 17 $                 0.00 $               (0.00)
Day 18 $                 0.05 $               (0.05)
Day 19 $                 0.21 $               (0.21)
Day 20 $               (0.00) $                 0.00 
Day 21 $               (0.04) $                 0.04 
Day 22 $               (0.03) $                 0.03 
Day 23 $                 0.06 $               (0.06)
Day 24 $               (0.01) $                 0.01 
Day 25 $               0.00 $                 0.00
Day 26 $               (0.03) $                 0.03 
Day 27 $               (0.03) $                 0.03 
Day 28 $               (0.02) $                 0.02 
Day 29 $                 0.15 $               (0.15)
Day 30 $                 0.22 $               (0.22)

3

OBL portfolio adder is the 100th 
percentile of the volume weighted 
rolling average portfolio price 
series over a month for each TOU  

OBL Adder =  $.013/MWh

Opposite path 
positions offset 
and the additional 
obligation result in 
positive exposure

* Stopped rolling avg. period at 8 to conserve space
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Replacing the obligations with options on path 2 erroneously reduces the credit 
value of the portfolio despite a reduction in actual risk and the potential for 
positive settlement only (zero downside)

Rolling average price for the volume 
weighted OBL portfolio is separate
from the option position

2

1

5x16 ROLLING AVERAGE (18 Days)
1 MW OBL Path 1 2MW OPT path 2

Rolling Avg. 1 $      (0.07) $        0.07 
Rolling Avg. 2 $      (0.07) $        0.07 
Rolling Avg. 3 $      (0.07) $        0.07 
Rolling Avg. 4 $      (0.05) $        0.05 
Rolling Avg. 5 $      (0.05) $        0.05 
Rolling Avg. 6 $      (0.05) $        0.05 
Rolling Avg. 7 $      (0.04) $        0.04 
Rolling Avg. 8 $      (0.04) $        0.04

5x16 SETTLED DAM PRICES
Path 1 Path 2

Day 1 $                 0.19 $               (0.19)
Day 2 $                 0.09 $               (0.09)
Day 3 $               (0.51) $                 0.51 
Day 4 $               (0.02) $                 0.02 
Day 5 $                 0.01 $               (0.01)
Day 6 $               (0.05) $                 0.05 
Day 7 $               (0.07) $                 0.07 
Day 8 $               (0.07) $                 0.07 
Day 9 $               (0.39) $                 0.39 
Day 10 $               (0.29) $                 0.29 
Day 11 $               (0.01) $                 0.01 
Day 12 $               (0.17) $                 0.17 
Day 13 $                 0.02 $               (0.02)
Day 14 $               (0.02) $                 0.02 
Day 15 $               (0.04) $                 0.04 
Day 16 $                 0.03 $               (0.03)
Day 17 $                 0.00 $               (0.00)
Day 18 $                 0.05 $               (0.05)
Day 19 $                 0.21 $               (0.21)
Day 20 $               (0.00) $                 0.00 
Day 21 $               (0.04) $                 0.04 
Day 22 $               (0.03) $                 0.03 
Day 23 $                 0.06 $               (0.06)
Day 24 $               (0.01) $                 0.01 
Day 25 $               0.00 $               0.00
Day 26 $               (0.03) $                 0.03 
Day 27 $               (0.03) $                 0.03 
Day 28 $               (0.02) $                 0.02 
Day 29 $                 0.15 $               (0.15)
Day 30 $                 0.22 $               (0.22)

3

OPT adder is the 99th percentile of 
the rolling average portfolio price 
series over a month for each TOU 

5x16 ROLLING AVERAGE (18 Days)
OBL Month $/MW OPT Month $/MW

Rolling Avg. 1 $      (0.07) $        0.07 
Rolling Avg. 2 $      (0.07) $        0.07 
Rolling Avg. 3 $      (0.07) $        0.07 
Rolling Avg. 4 $      (0.05) $        0.05 
Rolling Avg. 5 $      (0.05) $        0.05 
Rolling Avg. 6 $      (0.05) $        0.05 
Rolling Avg. 7 $      (0.04) $        0.04 
Rolling Avg. 8 $      (0.04) $        0.04

OBL Adder =  $(.07)/MWh
OPT Adder =  $0.04/MWh
Net effective =  $0.003/MWh

Obligation with Offsetting Option Example-2
- Risk exposure of portfolio with additional option -

DAM Prices used 
to calculate a 
rolling average 
price data series

Option only provides 
partial offset, which 
reduces the overall 
credit value of the 
portfolio
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DC energy’s recommendation combines the portfolio adders into one, which 
reflects the offsetting value of the option while keeping the credit requirements 
in a conservative state

DAM prices used 
to calculate a 
rolling average 
price data series

Volume weighted rolling average price 
for portfolio by month and TOU is 
combined for options and obligations

1

5x16 ROLLING AVERAGE (18 Days)
1MW OBL Path 1 2MW OPT Path 2 Volume Weighted

Rolling Avg. 1 $      (0.07) $        0.07 $     0.023
Rolling Avg. 2 $      (0.07) $        0.07 $     0.023
Rolling Avg. 3 $      (0.07) $        0.07 $     0.023
Rolling Avg. 4 $      (0.05) $        0.05 $     0.017
Rolling Avg. 5 $      (0.05) $        0.05 $     0.017
Rolling Avg. 6 $      (0.05) $        0.05 $     0.017
Rolling Avg. 7 $      (0.04) $        0.04 $     0.013
Rolling Avg. 8 $      (0.04) $        0.04 $     0.013

5x16 SETTLED DAM PRICES
Path 1 Path 2

Day 1 $                 0.19 $               (0.19)
Day 2 $                 0.09 $               (0.09)
Day 3 $               (0.51) $                 0.51 
Day 4 $               (0.02) $                 0.02 
Day 5 $                 0.01 $               (0.01)
Day 6 $               (0.05) $                 0.05 
Day 7 $               (0.07) $                 0.07 
Day 8 $               (0.07) $                 0.07 
Day 9 $               (0.39) $                 0.39 
Day 10 $               (0.29) $                 0.29 
Day 11 $               (0.01) $                 0.01 
Day 12 $               (0.17) $                 0.17 
Day 13 $                 0.02 $               (0.02)
Day 14 $               (0.02) $                 0.02 
Day 15 $               (0.04) $                 0.04 
Day 16 $                 0.03 $               (0.03)
Day 17 $                 0.00 $               (0.00)
Day 18 $                 0.05 $               (0.05)
Day 19 $                 0.21 $               (0.21)
Day 20 $               (0.00) $                 0.00 
Day 21 $               (0.04) $                 0.04 
Day 22 $               (0.03) $                 0.03 
Day 23 $                 0.06 $               (0.06)
Day 24 $               (0.01) $                 0.01 
Day 25 $               0.80 $               (0.80)
Day 26 $               (0.03) $                 0.03 
Day 27 $               (0.03) $                 0.03 
Day 28 $               (0.02) $                 0.02 
Day 29 $                 0.15 $               (0.15)
Day 30 $                 0.22 $               (0.22)

Combined portfolio adders 
calculated at the nth percentile

Combined Adder = $0.013MW/h

Obligation with Offsetting Option Example-2

- Risk exposure of portfolio with additional option -

5x16 ROLLING AVERAGE (18 Days)
Month $/MW

Rolling Avg. 1 0.023
Rolling Avg. 2 0.023
Rolling Avg. 3 0.023
Rolling Avg. 4 0.017
Rolling Avg. 5 0.017
Rolling Avg. 6 0.017
Rolling Avg. 7 0.013
Rolling Avg. 8 0.013

2

3

Option provides a one-

to-one offset, which 

brings the credit value 

of the portfolios to 

parity.  Note, settlement 

exposure only has 

upside 
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DC Energy’s Recommendation

• Our recommendation is to calculate one portfolio adder that 
includes options and obligations together

• This modification brings symmetry to the portfolio adder by 
appropriately accounting for the impact of options and obligations 
in portfolio before determining its worst case 

• The change would reflect the risk reducing value of the option 
product and the actual risk of a portfolio 

DC Energy’s recommendation would bring symmetry to the credit rules and 
better reflect actual risk 


