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Energy

Power Generation Management Competition
Instruction and Rules

Requirements

1.

Each participant must be a paid member of The Energy Association in order
to be eligible for the scholarship.

For Windows® PCs: Microsoft® Excel 2003 or 2007. For Macs: Microsoft®

Excel X or 2004is recommended.

Macros must be enabled when using the workbook.

xis [Read-Only] [Compatibility Mode] - Microsoft Bxcel

Association

@ - 7 x

= ut
1% Verdana

s
-0 -ffaTar] | [(F

) Sy

53 Copy -
Past E -A-=EA _ || Insert Delete Format Sort& Find &
" S tomt o | (B2 8][4 [ 4 . L Gl Bl T
cipbomrs 5 Make sure that you click on
@ Secuity Warning Macros have been mm( options. options and enable Macros *
A30 - £ A2
A B c D E F G H I 1 K L M I
1 Period 1 Period 2 Period 3 Period 4 Period 5 Period 6 Period 7 Period 8 Period 9
2 Rate (Dollars per kwh) 0.08 3 - - - - - - - B
3
4 Beginning Retained Eamings | § 8,000,000 | § 17,692,308 | $ 15,384,615 | § 13,076,023 | § 10,769,231 | & 8,461,538 | & 6,153,846 | § 3,846,154 | § 1,538,462
5
6 Tncome
7 [Revenues $12,000,000 30 30 30 30 30 30 30 30
8 Fixed Expenses (52,307,692)| (52,307,692)| (52,307,692)| (52,307,692) (52,307,692)| (52,307,692)| ($2,307,692)| ($2,307,692)| (52,307,692)
9 Variable Expenses (Fuel Costs) %0 30 30 $0 30 30 30 $0 $0
10 Profit/Loss from trading 20 20 20 20| 30| 30| $0 30 30
11 |Net Income $0,602,308 | ($2,307,602)| ($2,307,692)| ($2,307,692)| ($2,307,692)| (52,307,692)| (52,307,692)| (52,307,692)| (52,307,692)
12
13 Working Capital
| 14 Trading Inventories $0 $0 $0 $135 $0 $0 $0 $0 $0
| 16 Ending Retained Earnings 5 17,692,308 | § 15,384,615 | $ 13,076,923 | § 10,769,231 | § 8,461,538 | § 6,153,846 | & 3,846,154 | 5 1,538,462 s  (769,231)
[ 38
[ 39
| 40
[« < » » | Financial_Statements ,Period - Market ,¥.J I} [
Ready | 3 | |EELE U +)
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Micraseft Office Security Options ] | |M

@ Security Alert - Macro

Macro

Macros have been disabled. Macros might contain viruses or other security hazards, Do
not enable this content unless you trust the source of this file.

Warning: It is not possible to determine that this content came from a
trustworthy source. You should leave this content disabled unless the
content provides critical functionality and you trust its source.

More information

File Path: C:\Users\ac\AppDataLocal\Temp\Powergeneration. xls

—LHelp protect me from unknown content (recommended)

@ Enable this content

Open the Trust Center OK ])J[ Cancel

Excel Instructions
Once the power generation workbook is received, please change the filename to:

last name first name_powergeneration. i.,eOET ET AT A BT xAOCAT AOAOEI

An email will be sent each Sunday which will consist of an Input Table that you will
copy and paste (or enter) into your spreadsheet.

Income Statement

RevenuesRevenues for a power plant shply mean kwh rate times number of kwh
produced. Kwh rates will vary depending on several factors, such as temperature,
political events among other factors.

Expensesyou have two types of expenses, fixed and variable.

Fixed expenses consist basically ofdepreciation!. Your power plant assets
will already be purchased and ready to operate. Depreciation (in other

1 Depreciation, by definition is anoncash expense. However, for simplicity of the competition we will assume
depreciation is a "cash expense" In other words; your income statement earningdll equal cash earningsAs
mentioned before in the rules, depreciation expense wiNOT change during the competition.

3
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words, the amortized costs of the original investment) will be calculated
automatically and will NOT change from period to period.

Variable Expenses
Fuel Costs: Fuel costs are going to be determined on your power

requirements.
2 KIG @2dzQNB 3F2Ay3 (02 06S Ay O2yiNP

Futures hedging.
Load Factor

2 KI (I &nétgdadg\dbe in control of
Wind Availability
Rate

Power Demand
Depreciation (will be fixed)

Funds

91 0 xEIl OOAOO xEOE Ayhnmnmhmnnd %AAE DAOET A
available funds. These funds will primarily be used for hedging purposes and cover

bad earnings in a period(s). If a participant runs out of funds, you will be out ofe

0

These will be your
available funds for
the period >

These will be your
ending availble
funds for the
period >

AT 1 PAOEOET T8 2Ai Ai AAonh AO OEA T1A OAUET ¢ OAL

Period 1 Period 2 Period 3 Period 4 Period 5 Period 6 Period 7 Period 8 Period 9

Rate (Dollars per kwh) E 0. - - - - - - - -

Beginning Retained Eaamngs | 8,000,000 | $§ 17,692,308 | $ 15,384,615 | § 13,076,923 | $§ 10,769,231 | 5 8,461,538 | § 6,153,846 | § 3,846,154 | § 1,538,462

Income Statement

Revenues $12,000,000 3§ k- $ 3 3§ $ $ $0

Fixed Expenses (52,307,692)| (52,307,692)| (%2,307,692)| ($2,307,692)| (52,307,692) (52,307,692)| (%$2,307,692)| (%2,307,602)| (52,307,692)

Variable Expenses (Fuel Costs) %0 30 30 30 30 30 30 %0 30

Profit/Loss from trading 30 30 30 30 30 ED) 30 30 30

Net Income 39,692,308 ($2,307,692) ($2,307,692) ($2,307,692)| (%2,307,692) ($2,307,692) ($2,307,692) ($2,307,692) ($2,307,692)

Working Capital
Trading Inventories %0 30 30 $135 30 30 30 %0 $0
Ending Retained Eamings —h 3 17,692,308 | § 15,384,615 | $ 13,076,923 | $ 10,769,231 | § 8,461,538 | 5 6,153,846 | 5 3,846,154 | § 1,538,462 | §  (769,231)

S/

Hedging

Because fuel costs for natural gas and coal are quite volatile, you might wamt
hedge with futuresto be able to coveryour natural gas and coal requirementsYou
can also hedge for future periods if you want to make some extra money.
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Why hedge? Hedging, as used bywer companies, serve the purpose of protecting
against volatility in fuel prices. Hedging has grown in importance as both natural gas
and coal prices have become more volatile.

If you think natural gas or coal prices will A = < .

) . : : Market Curve
increase in the future, you will naturally =
purchase futures contract and therefore you lock | 4 _Period  Coal _MatGas
- 5 1 55.30 4.20 0.00
in your fuel costs. 5 2 5585  45% 0.00
7 3 5541 4.885 0.00|
. i 8 4 56.98 5.201 0.00
On the contrary, if you think natural gas or coal 9 5 5755 5714 0.00
. . . - 10 ] 3812 §.1M 0.00
prices will decreasein the future, you either do 11 7 870 6865 000
some of the following: 2 O
- Sell "short" futures contract for Click on these to [i§ highlighted box
fut iod see the forward 5 | Coal Curve |Mat Gas Curve| Co2 Curve indicates your
uture periods. curves for each i? available funds

- Simply purchase your required 5 " ont mes for hedges

natural gas or coal on the spot market and profit |15 purchase contracts. The remaining 80% will
20 | pe paid upon delivery.

from lower fuel costs. >> Funds Available for Hedges
It is important to remember that futures price are | g

simply expectations that may or may not < $8 000.000
7 7

materialize depending on market conditions. 26

Power Demand and Rates

Power demand depends on different factors, the biggest one being temperature. As
temperature increases, customers use more electricity (especially for home cooling)
Other factors that may affect power demand such as weather events (think back to
Hurricane Ike last September) .

Power rates will begiven each week. They will vary depending on different factors.

Demand for Period
1

Number of Households 200,000 Eaville Weather
Average demand kwh per week[ — 750] Temperature
Eaville Demand kwh per week 150,000,000 70

User Controllable

Coal Natural Gas  wind <Youcan

Generation Mix 50% 40% 10% @E] control your

Break down of Kwh per week 75,000,000 60,000,000 15,000,000 generation mix,

Contracts needed 20 21 (except for

Cost of fuel 30 30 Wind

C0O2 emissions Metric Tons 72,171 35,837 .

Total Contracts needed 109 generqtlon

Cost of CO2 50 which is capped
at 10%)but you
have tothe total
adds to 100%
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Weather Events

Hurricanes are one example of natural gas
supply disruption. Usually, Oil & Gas companies
pull out their workers when a hurricane is200
milesaway from platforms. When this happens
supply is cut off,therefore prices increase.

As far as analyzing weather, be careful on being l
too bullish or too bearish on certain
commodities.

For coal, weather events may or may not play an V
important part on supply.

Penalties

For the current period you are NOT going to be allowed to speculate on spot market.
i.e. for period 3 if your power demad requires 40 contracts you are going to be
allowed to have ONLY 40 contracts hedged for that period. In other words,
speculation will only be allowed for future periods, not for the current period.

Political Events
Be on the lookout for political events

Questions or Comments?

Contact info:
powergeneration@teauh.org

Dishonesty

Any kind of dishonest act, such as changing given prices, changing formulas with the
intention of having a different outcome, wil meanautomatic disqualification.


mailto:powergeneration@teauh.org

Energy Association

Where future energy leaders are developed

www.bauerea.org



