
Electricity Risk Management 

What Should You Think About When You’re 

Considering Renewable Energy? 



CALPINE OVERVIEW: 
I promise this part will be quick…  
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o Founded in 1984, Calpine is America’s 

largest generator of electricity from 

natural gas and geothermal resources. 

o Single largest geothermal asset in 

the world: The Geysers 

Geothermal Complex, California 

o Our fleet is one of the cleanest, lowest 

cost, and most efficient power 

generators in the nation – totaling over 

25,000 MWs across 78 plants.  

o We serve every open U.S. market, 

representing around 1,300 customers 

and 7,500 MW of load. 

o Our commercial & industrial group has 

over 20 years of physical retail power 

service experience with a best in class 

power risk management platform. 

Calpine Overview 

Calpine Solutions - Retail Footprint 

Calpine - Generation Footprint 



Calpine Energy Solutions 
Team Overview 

4 

Sarah Johnston 
Powerfolio Commodity Services Director 

Ed Flores 
Commodity Solutions Manager 

Chip Martin 
Commodity Sales Director 



Energy Portfolio Management: 
It’s about managing the risk…  
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Natural Gas and Electricity ≠ durable goods or office supplies 

 

They are financial instruments 

Recognizing the distinction can translate to significant dollars 

Risk Management 
Energy Procurement… 



Energy Procurement 
It’s About Risk Management 
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Durable goods: the supplier you select and the volume you 

purchase can significantly impact your price (for the same product) 

 

Energy: the supplier you select and the volume you procure 

should not materially impact your price (for the same product) 

 
Where you see the biggest impact 

• When you buy 

• How long you buy for 

• How much you buy 

These can easily equate to 20% or 

more in price difference 



We hear this a lot: I fixed 100% - I eliminated all the risk! 

 

 

 

 

 

 

 

 

 

 

Risk Management 
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Complete Portfolio Management 



Risk Management: The Questions 
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Risk Management 
How Do You Know…? 

10 



Risk Management 
How Do You Know…? 
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How do you know when to buy? 

Prices are always cheapest in May 



9/21/18 

Risk Management 
How Do You Know…? 
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How do you know when to buy? 

$47.45 $37.51 

NY Zone J – 2022 Fixed Forward Electricity Price 

3/21/18 

The recent run up of $9.94 is 

$435,372 for a 5MW load 
 

The projected run up of $16-18 is 

About $744,600 for a 5MW load 
 

That equates to an annual price 

difference of $309,229 (15%) 



Risk Management 
How Do You Know…? 
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How do you know how long to buy? 

We have a policy dictating contract term length 



Risk Management 
How Do You Know…? 
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How do you know how long to buy? 

$4.56 spread 

($3.76) spread 

PJM–West Hub Fixed Forward Electricity Price 

12 Month 

24 Month 

36 Month 

48 Month 

60 Month 

The delta between the 

highest and lowest price spread is $8.32 

For a 5MW load: 

That equates to an annual price difference of $364,416 (25%) 



Risk Management 
How Do You Know…? 
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How do you know how much to buy? 

We can only lock a total value of $500k 
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The status quo used to be fixed price, fully bundled contracts 

 

After a while, people saw opportunity in the index… 

 

Then the Polar Vortex happened… 

 

Then we had mild weather patterns an ample gas supply… 

 

 $/MWh PJM West Hub Daily Average RT Index 
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Risk Management 
How Do You Know How Much to Buy? 
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How do you know how much to buy? 

The easiest answer: Just Fix 50% 



Risk Management 
How Do You Know How Much to Buy? 

19 

How do you know how much to buy? 



Exposure Analysis – takes any forecasted consumption that 

is not fixed/locked, and contemplates the thousands of 

potential price outcomes, given the exposure to the index. 

Risk Management 
How do you know how much to buy? 
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If we fix nothing more, and the market goes 

completely in our favor, there’s only a 2.5% 

chance our price goes below this 

If we fix nothing more, and the market goes 

completely against us, there’s only a 2.5% 

chance our price goes above this 

This is the current market value  of the 

forecasted load 

(2018 – Texas NZ) 



Risk Management 
How do you know how much to buy? 
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Here’s that 50% strategy again… 



Risk Management 
How do you know how much to buy? 
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Here’s that 50% strategy again… 



Risk Management 
How do you know how much to buy? 
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Here’s a more market intuitive strategy… This time we’ll fix about 35% of the load 



Risk Management 
How do you know how much to buy? 
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Flat 50% Hedge 

Market Risk Based Hedge 

Now we eliminate $2/MWh more cost @ risk, but keep about the same opportunity That $2/MWh translates to over $87,000 a year in Cost at Risk (Budgetary Risk) 



Risk Management 
How Do You Know…? 
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How do you know how well you did? 

No one from accounting is calling me 
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Know the range of potential outcomes and have a benchmark to measure to. 

Risk Management 
This is Why We Start With an Exposure Analysis 
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