Mark to Market (MtM) for Pennsylvania Power Company (Penn Power) Default Service (DS) Supplier Master Agreements (SMA)
MtM Exposure Amount Calculation Information Update:

Table 1 contains the illustrative marks
 for each month of the DS auction period.  Monthly marks are provided for June 2017 through May 2019. For the months, two-month blocks, or quarterly blocks where broker quotes are available, broker quotes will be used for those months. For all the remaining months (including any months for which brokered quotes are only available as part of a “package” of several months), the EDC will be using a proprietary method that reflects forward market conditions.  
The initial mark for each Billing Month is the initial mark that was calculated on the date that the DS auction closes and will not change over the life of the contract.  After the close of the DS auction, On-Peak Forward and Off-Peak Forward prices will change.  In addition, the on-peak and off-peak loads used to calculate the MtM Exposure Amount may be adjusted monthly to reflect load changes and customer participation.
On-Peak and Off-Peak Energy Forward prices for the months, two-month blocks, or quarterly blocks where at least two broker quotes are available will be equal to the broker quotes. In case quotes for a component of a block and for the block are both available, the EDC reserves the right not to use both the component of a block and the block if they are inconsistent with each other.  However, when this inconsistency occurs, the EDC must use either the component or the block. On-Peak and Off-Peak Energy Forward prices for the months, two-month blocks or quarterly blocks where broker quotes are unavailable will be equal to the last available broker quotes or in the case they have not been quoted on the broker sheets since the DS auction closed, they will be equal to the marks set at the close of the DS auction. 

Over the course of the SMA, the On-Peak and Off-Peak Forward Energy prices will be compared to the initial marks set on the day that the DS auction closes to determine the Mark to Market exposure. The initial marks set on the day that the auction closes as shown on Table 1 will be used in Appendix B to the Penn Power DS SMA. 
As indicated in Appendix B, on the day the auction closes parameters will also be set for:

· The monthly on-peak load per tranche (see Table 2)

· The monthly off-peak load per tranche (see Table 2)

The values posted in Table 1 and Table 2 are those that Penn Power intends to use for Appendix B when executing the SMA.

Per Section 6.3 of the SMA, the total MtM credit exposure will be equal to 1.1 times the sum of the MtM credit exposures for each Billing Month.

Illustrative Marks for Penn Power Default Service SMAs.  Initial Marks are set on the day the DS auction closes.
	Table 1
	Initial Marks for January 23, 2017 Auction

	Delivery Month
	Illustrative On-Peak Initial Marks ($/MWh)
	Illustrative Off-Peak Initial Marks ($/MWh)
	On-Peak Initial Marks ($/MWh)
	Off-Peak Initial Marks ($/MWh)

	Jun-17
	37.46
	22.10
	$38.04 
	$24.16 

	Jul-17
	45.23
	25.07
	$46.23 
	$27.63 

	Aug-17
	41.72
	23.25
	$41.95 
	$24.77 

	Sep-17
	35.25
	22.71
	$35.96 
	$24.15 

	Oct-17
	33.54
	23.54
	$34.60 
	$24.12 

	Nov-17
	34.24
	23.69
	$34.57 
	$24.88 

	Dec-17
	38.00
	28.14
	$38.48 
	$29.15 

	Jan-18
	55.37
	43.27
	$53.33 
	$42.02 

	Feb-18
	51.63
	39.73
	$49.87 
	$40.02 

	Mar-18
	38.54
	28.72
	$40.57 
	$30.24 

	Apr-18
	33.06
	25.03
	$34.23 
	$25.06 

	May-18
	33.40
	20.93
	$34.23 
	$21.65 

	Jun-18
	34.23
	20.90
	$34.73 
	$21.40 

	Jul-18
	44.12
	23.03
	$43.88 
	$24.46 

	Aug-18
	39.38
	22.57
	$39.72 
	$22.29 

	Sep-18
	31.93
	20.38
	$32.75 
	$21.05 

	Oct-18
	30.36
	21.65
	$31.14 
	$21.96 

	Nov-18
	31.06
	22.35
	$31.14 
	$22.81 

	Dec-18
	33.46
	24.55
	$34.83 
	$26.62 

	Jan-19
	53.81
	41.77
	$50.96 
	$40.68 

	Feb-19
	49.89
	39.23
	$48.04 
	$38.32 

	Mar-19
	35.77
	27.02
	$36.38 
	$28.14 

	Apr-19
	31.28
	23.10
	$32.12 
	$23.56 

	May-19
	30.13
	20.77
	$31.45 
	$20.15 


Penn Power Monthly Loads per Tranche

The monthly on-peak and off-peak loads per tranche are used when calculating the MtM. The residential and commercial loads are based on historical numbers and are subject to change by Pennsylvania Power Company. 
	Table 2
	Monthly Residential loads per Tranche (MWh)
	Monthly Commercial loads per Tranche (MWh)

	 
	 Residential On-Peak load 
	 Residential Off-Peak load 
	 Commercial On-Peak load 
	 Commercial Off-Peak load 

	Jun-17
	6,342
	5,968
	2,638
	1,573

	Jul-17
	7,302
	7,950
	2,719
	1,979

	Aug-17
	8,382
	6,676
	3,108
	1,685

	Sep-17
	5,163
	5,477
	2,526
	1,666

	Oct-17
	5,468
	5,587
	2,623
	1,657

	Nov-17
	6,135
	6,798
	2,625
	1,713

	Dec-17
	7,618
	9,624
	2,617
	2,039

	Jan-18
	9,190
	9,680
	2,801
	1,855

	Feb-18
	8,389
	8,634
	2,811
	1,850

	Mar-18
	7,408
	7,910
	2,657
	1,729

	Apr-18
	6,098
	6,527
	2,462
	1,592

	May-18
	5,969
	5,713
	2,442
	1,494

	Jun-18
	6,304
	6,553
	2,616
	1,704

	Jul-18
	7,167
	7,386
	2,948
	1,998

	Aug-18
	8,118
	6,465
	3,115
	1,686

	Sep-18
	4,859
	5,738
	2,454
	1,758

	Oct-18
	5,904
	5,496
	2,740
	1,609

	Nov-18
	6,592
	7,200
	2,614
	1,703

	Dec-18
	8,213
	10,286
	2,527
	2,034

	Jan-19
	9,282
	9,756
	2,786
	1,845

	Feb-19
	8,270
	8,570
	2,792
	1,836

	Mar-19
	7,013
	8,101
	2,565
	1,790

	Apr-19
	6,292
	6,127
	2,519
	1,511

	May-19
	5,902
	5,597
	2,433
	1,483


� Illustrative marks represent PJM Western Hub on-peak and off-peak prices. 





