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both ph.yooool 81\d in~ial. iiiJfte.mati.,.e:s m~sl ~ ,_mnim:d l.u acl1i,i::v~ llu; ban r1aml.ts Ln vm,ing 
mmtcls. No t,actics imi'o,Jving financial I.even ,e 0r ,even mode-st basis risk w:ir b~ ul11iized. AU 
tact" cs; wm be 1,e\,iiewed in the conttxt •Of ho,w .a pmde-nt man woo 1 · road to learniq, of an 
adv~se move m that i:n l:nl__ment. 

Apprgpria:te /PI'Ocedu~ v.il~ regulaire tbe :am,ouml of oounteJ)!larty ccr-eil:itlperlm-manee. rfak t;aken 
by METRO. These proceo\il_rre,s will ddress m· imum coun1erparty credit ratings ood 
CQllaimeraiUizarion reqniKme.11.ts. 

Propet re1oning practices will insure tha1 bo h f!,.EJtO!i maM .emen.t and Boo.id w:m be ep1 
:appropriately in.fmm,ed ·Of !he tt.llMIIM metrics: of th program. S~tion of exc.cution .aJ'.l:d 
reportiJi!lg respo,ns:ibilil1ie5 will insuJe trurl timely and a~te infomu11d:o.n m lhein,g rep,oned. The· 
Proouritammit Depamn - t wiU be r,es.J)(msible for compciijfivcly biddlio and awmdQJg l'be. 
0001ttam and tx,e.culirn.g ~ -Jon oon.fimn111ions. Tht Treasmy .DcpBlitme.nt will be te~o-nsihle 
fur v,~fying ,di oo-ders based on dupHcat,e oo- ftnnations. from the SU:PPI · ers. aml the transaction 
detk''s dmly fo,g. Ailil ·repoJ'ls, mrlcm.al m1d to the Board wiiU bt: p1odut~ by the Office of 
M1mag,ement .and B,udgc Mcmttdy rep - s wiU be made to the Pi:nancd Audit Cmnmiititee. of the 
Bomd. 

Prooed _res; and Guidelines 

L Mantgement shall set s.peo1fic ,commodity priCB tair ~ts w:1n ~ncspondin.g aiuthoriza1 
quantities to be hedged. The 1'()SU]tin.g table of PJ:ice ud quantrty for eacll eon\modity wUI 
:serve as the: ''exocutable edge. :pJ;an,.,. which. w.iU dictate the OOUfS.e of a~tkm for ·th " 
autbQrit~ trans:8"1~i0Jili ciak. 

2. Sdeei1 (and train ifnecesslllcy) two f)ffiiOnS DQm 1he Pro~ement Department who sball be 
illluiho~ lO •exiocute transaclions when and as diRcted wi1b authoriz,cd ,oount,qwties, 11te 
designatool filcl tnm attion. cimb shall •OO pJek a ~oo rCIC(J.rd ' e da:Y a tmns ction 
i tx~ted to e~Je a timdy ncotd of each mid ,every trans;"Sdion.. Copi.ecS will be 
d' lribu edl to Opa-a1iom., 'Fit lfflCc-Jn:aau_ry & 0MB and lProcu.rerne1u management dl 'ly. 

3. Sc1ect :md , et p m tm swap ai.greernenlS ,(bite:rml!tionail Swa~ :_ d Dc-rlwtives: 
Associaitim11~ I I};; ISDA greements:: '~G1.1ara:nk:ed Price Contmet'1) with ais man . ptt· 
quailified fini11IJcia1 0011 :tmJ)arQ - U ·poss:ibf~ m ,or(kr m-0 assnre dtroupi competiti;g '(h I 

ME.1RO transacts ~~at lh.-e mark _ r aDd div,ersiit , counteiparitiy pe:rformancdCRdit wisk. All 
agreements dlall reg ire that Coimterp-arty: b l either ha.eve a minimum l1<'.n1:@ttenn ·rating 
of ~A31~ ,or "A.~1 by ':at Jca t tv.ro of l:he thriee :natiom~Uy re<:opizcdl r.ating . eneie or have 
00Ua1e1,al postin,g re(Juirement.s fuT entiities with ratin.gs; bcl,ow this lev.eJ. 

,4. Sn~re an in.funnation syst mi to capture ud report physical. :im'CI ftrumciail pasitio~ so 
!hat ea-ch Cil!ll be reviewed s,epara.tely M.d in kd" · so thait li1'0t price ri:s: and oollatmiU~tion 
Nq[Oiremoots, can be accunttdy assessed Dd lill~:i!Jged! ·- :real time. T'!lds ,system will a1so 
serve .as a •eenb'atl ,check nd b,al.anc.e t,oo,l; theJtmoie. irt should all w fm rioc.oocilimion o,f 
physical and financial cootirm:a.tion wilh transactiQrnd input The confum,atio ai 

erieroted y the dlesign~ted fucl tran:s:acifon ·cllcrk, The iofonnadon systGm. viii] be 
maintatined by t e Finance Depamnem: vibi.ch rqrorts scpatatdy lo the President ,&, CEO. 
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AH f'qKl 1 1 ' em.al and to, th~ B-o ' wm De prod c:cd by the Q,ffi - or _ 11D ganen . BiDd 
Bud et. 

S. Fiomcial cal · ey -c iD't&ded to hedge in. duration, 
qu _ lity, and pri · ) 1 tim the quantify of exccu ed ·fin:imciaJ 
oo- • ts e,ccecd _, ty Oh 'getcd ford livery m given period. 

,6 By July 1 slh o,f each year. the min fiscal . ear , :fud/cnUBY budg t h 11 ' - bed d ·o 
_ ch a y th the, b ~:d'gc4 -rolanons can de crmin ai maximum ex~_ for eac b .dgot 

T cti _-

Fi ·cd cc F-utun Deli ery ,Coner 'Cl (Fi cal Year 2006 ost Price A: en , 
echniq )~ 

a. · · un:h · , mmiries ith i'ple,ma·or upplicn; 
b. ons · elect.Gd ooJUracto &he c.ompon:ett . p _ of to p · ce 

of Num~ 2 Die:sel1 (b · . _ -lion); 
- _ delivery · .~ · tied furore period· 

d. pa · ftcr , eposits ,or col eraf zation Nquired. 

e: Thi i e cti th t - ~RO · cd t pro d · e fuel :for Deecm 200 
· rou,gh M y 2006. 

·teco t ~ ce C ntra (Swa ),: 

Pn.,,.q _ alify fu I _, - -d cia comparu - , o mter mto ,paran~ed price 
co ,bfi ct ·w • th METRO~ 

b. Enter in,io m I.a greeanmls · · 1n qualified oompan i, ; (ISD1 • • let w 
) 

,e,. Pri . competitii e 
,d. P:ro ; co petitivc i 

c. . _ _ er: ct per - and Pl" co:hffe de cribed 

ru . . two Jll'OCUJIC:m • 1 and 2 finan ~ J. The 
mb . - c-efin - ) an . ( pany)1 into 

- ph ·. bids out the ri . tici cs o,f d. esel 
• ' c sam,c p:rocurem,ent me , METRO ·u:mt 

· 2 • METRO wm p_:_y in · . . the PL . 's 
w . . · - · ·anon O co: ducts 

sqiare1e b"d uroii:css TRO wm sam,e qu.antity of fu the 
'-"'••'-'wber 2006, ind u Coast Lo . D.iescl and · . wil 

eously pu ' -un .. e t , 6xcd price. The 1 bid o ~ teed 
.• ,- _ ll n. He cei M _ 'RO' nee cost v.-ilJ be · L90 0,02 92 
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'f i.mam.o i111I 

B, ----:y SELL BUY SELL 

The,n1 i.n Doccrnber 2006. · .e fuel is dle]ivered andl file P'lartt''s Index is $2.50 pc:t galkm. METRO 
paiys: tire physk:al: 0001:ract .su:pprc:r S.2.S.2 per . non (PJatt~s mdex i!md tnmspomtion). METRO 
receives 10.6:U per gfi0on from !he gutaAIIt,eea pdoe oontract ,c«atimg .ai net c,os;t ,of S 1.92 F 
gallon. 

BUY S!EIJl 

:lil.901 

:Sopplicr- S 2. :5 2 
S,Wap 1(.60) 

:t.f.E'f RO :t I .tl/2 

3. Maxim.um/lvtiroirm.1m Price Co:tililmots (Co:Eb1rs): 

Physical 

Pm-qualify fud V!ffldors and financilli1 oompuliies to ,en.fer into, 
mrutim:um/mimmu:m price comntas wi·lhi METR.0; 

b. Enw ioio m:aste;r· agreemc:tl!ts with q1JJa]ificd companies; 
c. Ptocure :a. m'Gi .supp ier us.mg a oom.peti.tive pro,ocgs; 
d. Pro cu e :a :&el de.livere:i- u ing ,oom.pemiuve ~ , 
e. ProOl,lr!ie a mrucimumfm.irtimu-.rn price; contract: as per goidc'lfines , d Jprocedu11es a.s 

descr:Ibed above. Ibis tacti~ .set:s a maximum fuel priee aibov,e wb · , L MiETRO 
wm ina.1!1!' mo cost, iiJS w,en as, a minimum ptiOG 'bclllow which METR!O will nol 
participate. in -co&t s~i , gs. Im. betw'een the mu:imWit11 · d minimllm prices~ 
METRO \lo1U p-y mairket pric12· (~h ,as a. f]ilitt~s Jmle--x}. 
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&ample: 

METRO enters into · p ocurem -• I for p - -· cal deli -m:y of diese in 
- 1d _er 11ns ,o to MBTR.O•s ww th die el fuel for Ph,:ttts I -

{tnnsportati.o ). A second procurem u -- bJrb for the minimum price iD a 
-t spee.ifie tha METRO ·11 pure . · t of file· t Platt de _ with a 

· - · · ' - - · · 1hat TRO wiE ·mak _ any upfront · ent fo- this 
, d · is tile minim.wn · tha TRO -- n . In ddi ·on 
to• this p - Mnim~ ifi.es th1 METRO wm , Hke ,amount of '.esel at. ·me Platt 
In -ex. The · ·. enter into . _ c:ontra.01 with minimum pri.ce of . 1.10 per -aUon. 
Hence _ ofPht's lnde 'thin : co I o:f$2.10 md S:1.7•0 pus: the so,~02 
transpOrtati ' ' ' i - ' co ttaQL 

A suming that Pl ' Indc is $2.SO i December 2006, 0 win :pay th phys" caJ 
_ppj~ l .S2 pa gallon. The coU ct wdJ h e -.- 0 _ ·ng at $2.10 d rung , 

$2.SO for c benefit o· S0.40 g,all D. He oe METRO• net oo of fuel is $2.12 per B r[on. 
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4. M um Price Contract (Cap): 

a. Pre..qualify fuel. endon an 6.nanc.:ia:1 companies to co er into m imwn price 
oon:tra.ds with METRO· 

b. Enter into master greemen wjth ,q -· ilied oompanies· 
c. Procure fu supplier u ing 11. compc "tive process· 
d. Procure .fuel deli e11 u.~-ing - competitive proce · 

Procure mllXimum price contract . __ per guidelines and procedures _ described 
above. This tactic - 1 maximum fuel price ho ;e, which METRO wi1J · c:ur no 
co t. Beuealh the maximum, MBTRO will pay the market priee (such as a Pl tt' 
In.de ) plus the contract pnmlium price. 

E ample; 

TAO enters into a oomper:itive procumnent for p.hyrical delivery of diesel tn December· 2006. 
The 1o bidder epecs to provide , METRO's tanks the di cl fuel for Pl tt s Index pJus S0.02 
per · aUon • ·ansporwion. second proou:r t req bids for con .ct in whir-.!, - · O 
wil1 pUIChase fileJ PJ'att s Ind with a. pecificd m11Jdmum p ·cc o S2.IO per gill on. Tb 
variable in th bid proccs i the price premium lhat O will pay on the contracted volume. 
In ddi ·on to this purchase the co . -~ specifies that 1 'RO _ 'li seJl a like ouoc of diesel t 

Pl.att's hldex. The lo,w bidder agrees 10 enter into contract. ith :premium of $0.20 per 
BJ Ion. Hence _ TRO p __ y net price of P]ett's Index -_- "th . maximum price of 2.10, pl 

$0.20 rcmium and plus th $0.02 from tbc physical oontraet. 

Assuming that PJart ' I · e is t S2.50 in December 2006 mmo will p y th 
sup li S2.52 per gaJfo Th.e cap con ct will ha METR buying at 2.10 d 
$2. o pf , paying a -runium. of i0.2:0 fur a net benefit of $0.20 per auo - Hence 1 

co of fuel is 2.32 per 1on. 

METR.Oprokeled 
f' ' > Sl.10 (p .lO premium) 

1 ote: Maximum I rice tactic · 
S.20/g _ n. 

o purchasing 2.10 fuel price insurance for 




