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Futures contracts 


Instruction 7

regarding the determination of the Daily Settlement Price 

in force since 01.11.2020

1.
Identification of the data sources:

The use of the following data sources is considered, which will be used in the chronological order set out below in order to calculate the Daily Settlement Price:
1.1 Main source: Completed transactions and / or orders as the spread between the purchase and sale price of orders displayed on the trading platform under certain quantitative conditions according to Annex 1 to this Instruction on the futures trading platform operated and administered by the RCE - the electronic platform dedicated to transactions with the post-trading method through the RCE as Central Counterparty with the specific trading procedure
.

1.2 Secondary source: Transactions concluded on standard forward contracts on the Clearing Market trading platform with the specific trading procedure
 and / or transactions concluded on standard forward contracts on the Main Market trading platform with the specific trading procedure
.

1.3 Reserve source: Price quotations from external reference hubs on futures contracts with delivery, mainly on gas hubs in Austria (VTP) and the Netherlands (TTF)
Note: the main data source (1.1) is applied automatically on a daily basis.

In exceptional cases, the Central Counterparty may intervene to adjust the Daily Settlement Price by referring to secondary or backup data sources.

Any intervention on the automated algorithm will be done with the notification of the market on the respective day and the provision of the calculation formula applied through an information note sent by email to the participants and published on the website! 
2. General principles of application 

2.1 Days of application of the Daily Settlement Price 
i. If at least 1 (one) transaction has been registered on that Contract or positions will be taken from a Contract with a delivery period of more than one month to be cascaded it is mandatory for each Contract to have a Daily Settlement Price.
ii. Contracts without transactions or on which no Position is to be taken from a Contract with a delivery period longer than one month to be cascaded will not have a Daily Settlement Price.

2.2  Method for calculating the Daily Settlement Price
2.2.1 Price calculated based on external transactions, orders and quotations.

This calculation method applies to all Contracts available for trading from the moment when at least one transaction has been registered and there has been a Default Position.
For example, we assume that the Daily Settlement Price for a Contract with the delivery period December 2020 on day X will be established. The established price will be calculated as follows:  
Step 1: the automated algorithm described in point 3 of this Instruction is applied based on the transaction and order prices mentioned in point 1.1 of this Instruction on day X, for the Futures contract with identical delivery period (respectively December 2020) 

Step 2: If the Daily Settlement Price resulting from Step 1 is a deviation of more than 5% from the Daily Settlement Price of the previous day or from the prices recorded on forward contracts with similar delivery period (respectively December 2020) from the last 10 trading sessions, the Daily Settlement Price will be adjusted based on the transactions mentioned in point 1.2 of this Instruction, with the market information at the time of the publication of the Daily Settlement Price.
Step 3: In case there is not enough data for the formation of a price from transactions on the forward market, the reference to the quotations of futures contracts with similar delivery period (respectively December 2020) will be used, provided by the profile exchanges, respectively CEGH
 for the VTP and ICE
/EEX
 for the TTF, with market information at the time of publication of the Daily Settlement Price.

2.2.2 Price applied as the case may be, to Contracts with the delivery period of the month / quarter type based on the Daily Settlement Price of another Contract of the type Quarter / Gas Season / Calendar Year. The days on which this price is calculated are the days of expiration of the Contracts for the Quarter / Gas Season / Calendar Year, respectively T-3 working days prior to the first day of delivery of a Contract for the Quarter / Gas Season / Calendar Year with direct application on portfolios starting with T-2. For example in 2021, the calculation days are 27.03.2021, 28.06.2021, 28.09.2021 and 29.12.2021.
The general calculation formula is:

Daily Settlement Price * = Weighted average of the Daily Settlement Prices and the number of open positions of the Cascading Contracts, 
where
* The Daily Settlement Price is the price to be calculated for the Contract on which cascading positions are taken

** Cascading contracts are Contracts that cascade during the delivery period of the Contract to be calculated
Note: The resulting established Daily Settlement Price remains unchanged until a new price is established in accordance with point 2.2.1 of this Instruction.

 For example, we assume that the Daily Settlement Price is established for a Contract with the delivery period February 2021 for the settlement day December 30, 2020. On the month type contract with delivery in February no transactions were registered until the current day and implicitly the Daily Settlement Price was not calculated. The positions to be distributed for the delivery period February come from two Contracts with delivery periods covering the month of February, respectively Quarter 1 of 2021 and the calendar year 2021. To exemplify the calculation we assume that at the end of the trading day
 29.12.2020 there were 10 Open Positions on the Contract Year 2021 with a Daily Settlement Price of 65 lei/MWh and 5 Positions opened on the Contract Quarter 1 of 2021 with a Daily Settlement Price of 75 lei/MWh. The calculation algorithm applicable for determining the Daily Settlement Price of the Contract with the delivery period in February 2021 on 30.12.2020 is the weighted average of the prices of open positions to be transferred by cascade on the February contract:
Daily Settlement Price for February = (Daily Settlement Price for the Contract Year 2021  
* No. of open positions + Daily Settlement Price for the Contract Quarter 1/2021 
* No. of open positions) / Total number of open positions to be distributed = (10*65+5*75)/15 = 68,33 lei/MWh
3. Algorithm for calculating the Daily Settlement Price 
3.1
Main algorithm for the Daily Settlement Price 

The Daily settlement price for the current day is:
	
	Result 
	Condition

	1
	70% PMP transactions + 30% Spread Quotation
	If there are both current day transactions and a Spread Quote, or 

	2
	PMP transactions
	If there are transactions on the current day and there is no Spread Quotation, or

	3
	Spread Quotation
	If there are no current day transactions and there is a Spread Quotation, or

	4
	Daily settlement price, the day before
	If there are no transactions on the current day and there is no Spread Quotation 


where,
* PMP transactions = weighted average price of all current day transactions

** Spread quotation = arithmetic mean of the difference between the purchase quotations and the sale quotations under the validation conditions provided in Annex 1 
Annex 1
Spread Quotation validation conditions
	Contract type
	Minimum duration*
	Maximum Spread**
	Minimum quantity***

	Month contract 
	60%
	2 lei
	10 contracts  

	Quarter contract
	60%
	3 lei
	10 contracts  

	Gas season contract
	50%
	4 lei 
	5 contracts  

	Calendar year contract
	50%
	4 lei 
	5 contracts  


where,

* the minimum duration = value expressed as a percentage in a trading session during which the conditions of maximum spread and minimum quantity are observed cumulatively
** Maximum Spread = numerical value expressed in RON representing the maximum difference between the price of buying orders and the price of sale orders, which will be taken into account in the calculation of the Spread Quotation 
*** Minimum Quantity = numerical value expressed as Number of Contracts representing the minimum number of purchase and sale contracts, which will be taken into account in the calculation of the Spread Quotation 

� the procedure for trading futures contracts on the centralized natural gas markets managed by the company Bursa Română de Mărfuri (Romanian Commodities Exchange) S.A., under the conditions of using the RCE as a central counterparty 


� trading procedure on the centralized natural gas markets managed by the company Bursa Română de Mărfuri (Romanian Commodities Exchange) S.A, under the conditions of using a clearing house / central counterparty 


� „The procedure of organization and functioning of the market for standardized medium and long-term products administered by the company Bursa Română de Mărfuri (Romanian Commodities Exchange) S.A."





� � HYPERLINK "https://www.cegh.at/en/exchange-market/market-data/" �https://www.cegh.at/en/exchange-market/market-data/�





� � HYPERLINK "https://www.theice.com/products/27996665/Dutch-TTF-Gas-Futures/data?marketId=5132986" �https://www.theice.com/products/27996665/Dutch-TTF-Gas-Futures/data?marketId=5132986�





� � HYPERLINK "https://www.powernext.com/futures-market-data" �https://www.powernext.com/futures-market-data�





� The day 29.12.2020 represents the due date of all contracts with a delivery period of more than one month with the first day of the delivery period given on 01.01.2021, respectively T-3 working days prior to the first day of delivery according to the specifications of futures contracts in the related trading procedure.
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