
 www.theice.com 
   
 

ICE OTC – Heat Rate – January 12, 2010      Page 1 
 

 

ICE Heat Rates 
 

 
ICE will begin offering new heat rate products on November 16. ICE listed heat rates offer the efficiency 
of a single market with no legging risk, and save time by automatically calculating gas volume, power and 
gas leg prices for a fixed amount of power (MWHs).  The ICE Heat Rates product will provide Henry Hub 
ICE lot swaps rounded to the nearest single ICE lot (2500 MMBTU) in relative quantity associated with 
the heat rate price transacted. 
 
 
Permissions 
 
The heat rates spread will be a new market type.  Access to this market type will be automatically granted 
to those companies with user IDs that can access both the Henry Hub and financial power market types.  
This script will run prior to November 16. 
 
 
Heat Rates Spread Offering 
 
Starting November 16, ICE will list heat rates on PJM WH Real Time and ERCOT North.  Heat rates for 
the remaining ERCOT zones (Houston, West and North) will roll out shortly afterwards. 
 
 
Heat Rates Spread Product Information 
 

• Heat rate spreads will be offered on monthly, seasonal, quarterly and calendar strips 
• The primary market in all heat rates will be power. 
• The secondary market in all spreads will be the Henry ICE Lots  
• Buying a heat rate means buying the power and selling for the Henry (the reverse would occur 

when selling a heat rate.) 
• Quantities are in increments of 50 MWH on spread. 
• The price increment is 0.001.  
• Clearing validations will be  made against clearing account with limits in both the power and    
    Henry markets. 
• A Henry leg may result in split priced fills (50 @ 4.001 and 25 @ 4.000) in order to get proper       

 price precision 
• Henry leg quantity may be rounded to more or less than the actual desired quantity in MMBtus  

 due to the nature of the strip (number of cycles). 
 
 
Heat Rate Spread Example 
 
Based on a purchase of a 50 MWH Cal10 PJM WH RT Heat Rate Spread @ 11.005. 
 
Using a Henry Cal10 anchor price of 6.000.  
 

1. Find a desired Power Cal10 price 66.03 (Henry Anchor * HR price) 
2. Round Power Cal10 price to 66.05 (power increment is 0.05) 
3. Recalculate the adjusted new Henry price (power price / HR price)  
4. The Henry price would be 6.001817356. 
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5. Calculate a Henry qty for the Cal10 (PJM total qty in MWH * HR price.) 
6. Henry qty would result in 2,253,824 MMBtus (204,800 * 11.005) 
7. Divide the MMBtus by the increment quantity of 2500 for the product (2,253,824/2500) = 

901.5296 total cleared ice lots 
8. Based on calendar with 12 months, divide 901.5296/12 to figure out the number of cleared lots 

divided evenly amongst all months.  This would result in 75.12746667 lots per month. 
9. Since 75.12746667 cannot be sent to each month, it would be rounded to the nearest increment 

qty of 75 (total MMBtus of 2,250,000). 
10. To get a precise price on the Henry leg, the price form step 4 would be split (6.001817356) into 

two prices (6.001 and 6.002). 
11. The volume of 75 lots per month at both price levels would then be split in order to get as close 

as possible to to the 6.0018 value. 
12. This would result in 61 @ 6.002 and 14 @ 6.001 for an weighted average price of 6.0018133 
13. The final confirm would show. 

 
Bought 50 MWH PJM WH RT Cal10 Heat Rate Spread @ 11.005 
Bought 50 MWH PJM WH RT Cal10 @ 66.05 
Sold 61 Henry ICE Lot Cal10 @ 6.002 
Sold 14 Henry ICE Lot Cal10 @ 6.001 
 
*Total Slippage in MMBTUS is 3,824 (under) 
 
The breakdown in clearing for each month of the Cal10 trade is: 
 

  
PJM 
Lots 

PJM 
Price 

Henry 
Lots1 

Henry 
Price1 

Henry 
Lots2 

Henry 
Price2 

10-Jan 20 66.05 61 6.002 14 6.001 
10-Feb 20 66.05 61 6.002 14 6.001 
10-Mar 23 66.05 61 6.002 14 6.001 
10-Apr 22 66.05 61 6.002 14 6.001 
10-May 20 66.05 61 6.002 14 6.001 
10-Jun 22 66.05 61 6.002 14 6.001 
10-Jul 21 66.05 61 6.002 14 6.001 

10-Aug 22 66.05 61 6.002 14 6.001 
10-Sep 21 66.05 61 6.002 14 6.001 
10-Oct 21 66.05 61 6.002 14 6.001 
10-Nov 21 66.05 61 6.002 14 6.001 
10-Dec 23 66.05 61 6.002 14 6.001 

Total 256 66.05 732 6.002 168 6.001 
 
 
The amount of slippage (over or under) on the gas side depends on the number of months in the 
contract.  While the slippage on a "monthly" Heat Rate will never be greater than 1,250 MMBtus <or> half 
an ICE Lot, the slippage may be greater on a Quarter or Calendar strip. 
 
The reason for the additional slippage in these longer strips is that we cannot split the "over or under" lots 
evenly among all the contract months in strip. 
 
 
 
 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


