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 M E M O R A N D U M 

                                                   EUGENE WATER & ELECTRIC BOARD  

 

 

TO: Commissioners Brown, Mital, Helgeson, Manning and Simpson 

FROM: Cathy Bloom, Finance Manager; Sue Fahey, Fiscal Services Supervisor;  

 Anna Wade, Senior Financial Analyst   

DATE: March 25, 2014 

SUBJECT: Annual Report on Power Trading Compliance and Financial Results   

OBJECTIVE:     Information Only 
 
 
 
Issue 
 
The October 2012 revision to Board Policy SD8, Power Risk Management Policies, requires the 
Finance Manager to present a report to the Board at least annually that covers the policy’s trading 
and contracting compliance and the financial results of power trading.  This backgrounder provides 
that information for calendar year 2013. 
  
Background 
 
Oregon statutes stipulate the appropriate scope for a governmental agency’s investment of “surplus 
funds.”  Accordingly, EWEB’s activities in the power markets must be associated with the provision 
of electricity to meet anticipated sales and generation forecasts.  In 2006, Board Policy SD8 was 
developed to provide oversight control and guidance to the power trading operations.  SD8 is 
included as an attachment for your reference. 
 
Discussion 
 
SD8.2 - Anti-speculation Statutes:  In Compliance 
To comply with anti-speculation statutes, SD8 requires managing its average megawatt market 
positions so that exposure to prices is limited.  Occasionally changes to forecasts, load and/or 
generation result in SD8 position limits being exceeded.  In those events, risk management control 
procedures developed under SD8.4 require positions to be brought back into compliance no later 
than the next trading day unless preapproved by the Financial Manager and Power Operations 
Manager.  EWEB was in compliance with this procedure in 2013. 
 
SD8 requires the mid-term position to be managed for a minimum of three years; however the Risk 
Management Committee (RMC) has adopted a more prudent practice of analyzing market position 
over a 5 year period.   
 
 

 



2 
 

SD8.3 - Financial Exposure Limitation:  In Compliance 
In addition to megawatt position limits, SD8 requires that controls be implemented to reduce the 
financial risk associated with market positions and ensure that results of trading activity combined 
with reserves provide adequate funding to cover other Electric Utility expenditures.  EWEB was in 
compliance with this policy in 2013.  The RMC evaluates financial risk beyond the SD8 three year 
minimum to encompass a five year time horizon.   
 
Risk management control procedures also require that the following year’s market position be 
hedged to the level included in the long-term financial plan by July.  Given the Electric Utility’s 
recent financial challenges, the RMC approved completing that activity by January in 2013 and 
2014. 
 
2013 RMC Actions 
In addition to reviewing compliance on a monthly basis, the following actions were taken by the 
RMC in 2013: 
 

 Risk management procedures were updated to: 
o    Provide more specificity on Renewable Energy Certificate transactions to ensure that 

they meet mandated renewable portfolio requirements 
o   Provide for authorization and additional review when trades are executed by staff 

acting in a back up capacity. 
 Flakeboard America, LTD contract changes were approved which were ratified by the Board 

at the September 17, 2013 meeting. 
 Direction was provided to staff on various projects relating to power supply assets. 
 The termination of the Metro Wastewater power purchase agreement.  
 The period for mid-term to cure the 2018 position limit compliance was extended by one 

month to improve counterparty liquidity. 
 
 
Recommendation and Requested Board Action 
 
This item is information only and no Board action is being requested at this time. 
 
 
Attachments:  Board Policy SD8 
 
 








