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| suppon‘rme Losic BEHIND THE - ECONOMIC ANALYs_l_s_' o

Analyzing SUppty Agreements B
Companles gconomic analysis on gas supply agreemants (pipeline and supply oontracts) based on rnarke\ Information know tuday va, msrket info looking foard.

The use of such Information for economic anatysis is NOT NEW 1o the ICC staff, In ail cases historical information was NOT xhe drlvlng force in selecling the servlce
Example: PGL has not naver turned down Gage supply at Midcont + $.08 bacause 5 yrs ago It was at Midcont +$.01, ~

Examples of such agreemants thal company has performed forward looking analysis include, but not fimited tog:

Supply Contracts ' MDQ {thonth)  Total Puichase (Bcf) ~ Price
EPEM Trunkline Clty Gate Service (98,99) 10,0 City Gate . ' :
EPEM MGT City Gate F'urchasa 100 . Clty Gate ' T ST _ l(\
Mideon 50 day 24 " City Gate . < ' A
Midcon 8-2 {intra day citygale sgraament) 24 - City Gate : . : N .
All supplies on NGPL GAGE/HARPER 36 Fleld T : T T : v
TPC NSS (storage mgmt program) 24 Storage Spreads : ‘ . :
NGPL Amarillo Capacity o112 Demand Charge
FY 98 City Gate Portlolio

. ‘ 5 - Clty Gate

Dyally indices vs, FOM Indices :
Allocation of percent{such as 50%/50% or 75%/25%) is not applicable in determining If this contract benefits the consumer,
Historicat measuremant of thesa splits teils one thing, differencaes in FOM to Daily are volatile and cannot and WILL not be predicted.

© Historlcal vs Forward
“Fhe loglt of a forward fooking ana!ysis s not skewad by applylng percentages to an unpredictabie relat{onshfp betwaen FOM and Dally Indices.
The important thing 1o look at Is what is the VALUE the of commodity in ralation to its location. For example if gas in Texas.is the same as gas in Chicago, .
Indicates there Is no vaiue in ho{dfng Stx capacity far that morth. The fact that | have firm gas at 75% r-‘owzs% Daliy does NOT make a buyer go out and purchase 5TX csps

SUMMARY
“THE IMPORTANT FACTOR WE MUST ACCEPT {OR NOT) Is WHAT THE SPREADS ARE FROM PGUNSG CONTRACTED FIELD LOCATION TG CHlCAGO
THE QUEST!ON WE MUST ASK OURSELVES: 1S THE NET SPREADS THAT ENRON 18 PROVIDING TODAY GOOD FOR THE CONSUMER IN YEARS 2-5?

WHAT THI§ ANALYS!S TELLS us IS WE ARE TAKING THE VALUE OF CAPACITY TODAY AND "HEDGING" IT AGAIN ST -
WHAT THE PIPELINE VALUE MAY BE TOMORROW TO SECURE INDEX MINUS PRICING
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CONFIDENTIAL

PRELIINARY S
e o " The Peoples Gas.Light and Coke Company
: . ' " Summary of Baseload Percent of Annual Total Puichases

o L ) Fiscal 2000 | ' Figcal 2001

- I "Warm _ Normal Cold - Warm  Normal - Coid :
Baseload Volumes (Dth) : ‘ ’ JE S
Summer Incremental Baseload Volumes (Dth) ' -
- Dally {Short Imbalance) Purchase Volumes (Dth) g U A .

S _ 125,192,738 135,592,544 147,413455 107,895,056 126,481,875 139,324,193

th_al Volumes (Dth)

Total Baseload Percent
Daily Purchase Percent
Dally {Long lrnballan:cé)' Forced Sales Volumes (Dth)

Customer Owned Gas
Forecast used in above analysis
Fiscal 1998 Actual o

Fiscal 1999: 10 month actual + 2 months estimated

_ Average Baseload Percent
Average Daily Purchase Percent

Weighted Average Baseload Percent.
Weighted Average Daily Purchase Percent

- PG 2000 Baseload Summary.xls
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| CONFIDENTIAL -

Peoples Energy Corporatlon SR T
Booked and index Varlable Cost of Purchases COmparlson Lo

All Oﬁ-System Sales Revenues Removed S e
Priging Sgenarlo, . e
x / . 7 La 18 ) 188 - .
| . o Booked  .Booked ~ ° Booked Index  © . . Index .-
Company  ElscalYear  Purchase Dth Purchase $ Wid Ava $/dth  * Purchase$ . ‘Wid Ava $idth
PGLC | 1995 104,932,148 $179,316,196 T $168,914,975 - .
PGLC S 1086 .. 172,336,795 $426,162,837 $490,220,669 -
"PGLC 1997 153,204,213 $416,885,253 | $431,867,469 .
PGLC. 1998 118,527,254 $204,967,738 $296,810,224 - |
PGLC (1) 1998 101,115,793 $226,831,838 $209,103,070 - S
Totals ' _ 650,208,203 $1,544,163,860 $£2.3749 $1,569,016,405 " $2,4592
. : - - " $0.0844

‘Avg. Cost Difference;

Avg. Cost Percant of Index leference 3.43%
NSG 1995 - 20,293,678 $34,528,818 . . $32,533,729
NSG 1996 27,590,575 $63,966,141 " - $78,118,120
NSG . 1897 27,226,347 . $71,855,627 $75,851,636
NSG 1998 21,836,757 $53,042,921 . $54,052 522 .
NSG (1) 1999 - 20,537,908 $45,420,176 : - $42,280,016 i
Totals ] 117,885,265 $269,213,684 $2_82.836.023_ £2,3992
' Avg. Cost Difference : . ‘ : - ' - SD:;!‘;:?/ »

Avg. Cost Percent of Index Difference

Note: 1. Fiscal 1999 cohtaln_s booked results. through the end of July.

31412001 9:58 AM.

9% SN-LS

' Historical Benchmark less offsystem sales Fiscal 951099

8€624p




L BASELOAD AND/OR SUMMER INCREMENTAL QUANTI‘I'Y

- PGLC GAS PURCHASE AND AGENCY AGREEMENT NS GAS PURCHASE AND AGENCY AGREEME!

: . 1w
Baseload TS8R -~ Min Max Baseload Baseload] SiQ Min e
Baseload N " | Basesload el
Fiov-09] ' | Nov-gg]
Dec-09 - - ] Dec-09 ] 3
Jan00] . S - . I Jan-00 . -
N Feb-00 . - Feb-00 ' .
Mar-00[~ o ‘ - Mar-001 . - -
Apr00] : ‘ | Apr0] j
May-00] ; - May-00! -
Jun-00 Jun-00
~Jukoo] _ Jul-00
Rug D0 . _ Aug0o[”
- Sep-00] - ] Sep-00
[ Oct00! . Oct-00
~Nov| _ ) : Tov-00] @ .
Dec00 - 8 | Dec-00 -
[ Jan g - | Jan-01 -
Feboi] — - Feb-01 -
e 5T o, 1 % | ool —
Apr-01| Apr-01
May-01] : May-01
Jun-gq ] - Jun-01
Jul-01 '  Juk01y
| AUg0T| | Aug-01
T - Sep0
_ Octgi| ' Oct-01
| Nov0t] ' Nov-01
Dec01 - Dec-01 : |
Jan-02 , - | T Jan03] - ) =
Feb-0Z] 1 . - Feb-02| . =
a0z ol ‘ . | Mar-02 ' -
Apr-02 Apr-02
~May-02] , May-02
. Jun-02] " - ] 7 . Jun-02
{02 , -~ Jul0Z
- {TAug02f _ | Aug?)
Sep-02 ) Sep-UZ A
Oct-02| Ocl-02]
Nov-02] - - il Nov-02
Dec-02 18 .- Dec-02{ 48 . -
Jan-03] il T _ Jan-03 y -
“Feb03 3 | Feb03l ¢ B E 1
Mar-03{ - . - : Mar-q3 | T 1
- | 5TeMS 607
n.?R._FIDFM‘F -
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!

VALUATION OF GAS SUPPLY TRANSACTION

* LOW CASE (MIN SUMMER PUTS)

PEOPLES GAS ] NORTHSHOREGAS

BASE.CMD

JRSCAL YEAR 00

. jpscaL YEAR®
’ YEAR W
YEAR &3
" lRscaL YEAR B4 .
- AL 44,1310 ] J66.617,949 {1,700,000)
Valued owed to PGLNSG : 3 (13.313,393)
PGLMNSG Value: $ {0.030)
TOTALTO ECT
ATouleﬁlpll.lsNPVIo Enron ] {1 : (1.253,999)| {12,875,096)
Toal PmﬂplusNWlu Enron (pes cmL $ T {oon) s {0.0028)| $ - {0.0028) {0.029
Asﬂ.pmplions .
1) Dalymememdwkmaeamwmothhlﬂmedpipeﬂmupadwlenhbasdoaduﬂmmhamuﬂwamy
2) hﬂmdsmmundmm;am:madonlmmhﬂmm{selsml‘odd.luvylmicagol
a)Nenmpachyvaluelseeanadsed)Islhenﬁmﬂbddmsupﬂyﬁm“hﬁhmmmwmmSmmmmmmm
Ahq;ldhypremumoliﬂlSwalacbmdhduewm nitude of volumes thal would be hedged .
4) Valve of giving someone the right to swing hFOHpﬂce)dmingﬁeperiodApt—Nov Ouolemmnﬁmnltumonm&/
S)VﬂuelnEnronuasbased
&) NPV CALCULATION ASSUMED AS S YEAR T-NOTE RATE OF 6%. NPV CALCULATION WAS BASED OFF THE ‘ ¢
YALULE OFTHE HEDGED DAILY NCBEMENTAL VOLUMES AND'I’HE VALUE OF TIE PUT OPTIOH

3P




CONFIDENTIAL DO NOT DISTRIBUTE © g R A U

VALUATION OF GAS SUPPLY TRANSACTION

HIGH CASE (MAX SUMMER PUTS)

7210 SN-LS

TOTALTO ECT
- (1,785,616
{0.003)]

: PEOPLES GAS & NORTH SHORE GAS P .
l o VALUE . VALYE
- on market . TOPGL FOR TO PGLFOR
. .| SELLMNG A SUMMER - ELRUNATION NET YALUE
. OFSuPPLY " | eeszenay
. -DEMAND CHARGES
YEAR 00 H S &)
YEAR 01 $ s -
YEAR 02 5 H H
FISCAL YEAR 13 3 s s
IFISCAL YEAR 04 -$ p 4 X ]
ToTaL - 599323110} T 2nra0Tea9( s ! : uu.ml s 11407 000] s u.mu.nmj $ 17073004
Valved owed to PGLMNSG ; (17.979,633)
PGL/MNSG Value: {0.030)
. - Totat Profit plus NPV to Erwon - 106,659
"7 Youal Profit plus NPV 1o Enron (per dih]: .~ 0.0002
Assumptions

'1) Dalfy Incremental wolumes are a funclion.of the Total contracted pipelina capacity less the basefoad and. summer incremental quanity.
2) Assumed Envon undertakes a basis spread on the daily incrementat volume (sells the field, buys Chicagol
3} et capacity value {see altached) is the nel cost 1o deliver supply from the field basins Lo the Chicago markel acea. S year basis quohsmtakenmmm
Aliqudilywmmmul:ﬂlﬁmhclomdinmwﬂumgmdedvdmsﬂm“muw .
4} Value of giving sonnmﬂurtghloswlng'(ﬁomhmm)dudng Il’uperndlpf—ﬂov Ouolewasl.akenlfrxn the Markel anm
5) ¥alue to Enron was based
B) NPV CALCUM_ ATHON ASSUMED AS § YEAR T-NGTE RATE OF 6%. NPY CALCULATION WAS BASED OFF THE -
VALUE OF THE HEDGED DALY INCREMENT AL VOLUMES AND THE VALUE OF THE PUT OPTION . : ’ . ; !




'CONFIDENTIAL DO NOT DU STRIBUTE

' VALUATION OF GAS SUPPLY TRANSACTION
" LOW CASE (MIN SUMMER PUTS)

PEDPLES GAS & NORTH SHOHE GAS v
 BASELOAD © TBAY | NET PPELNE VALVETOECT | VALUE VALUE
WVOLUME - INCREMENTAL CAPACTTY FOR HEDGING . TORGLFOA - TO PGLFOR i i - o :
~us VOLUME . VALUEless s | DALY INCREMENTAL [SELLING A SUMMER ELRUNATION . . NET VALUE EXPECTED DISCOUNT - Payment Scheduta
THE MLAX SUMMER | {mex FT-hessiond) [$.0t Liquidity Premiun CvoLuMES PUT OPTION AT TO BASELOAD |
. INCIREMENTAL (WTD AVQ) ) . . . VOLUME :
- YEAR 00 1 $ ) $
YEAR 81 s 5 $
YEAR 02 $ 5 $
YEAR 03 s 5 H
AL YEAR 04 $ 5 $
[FOTAL [ (1,700,000} 5 235728535 (0.053%){ § 12,611,860 |-
Valued owed to PGLNSG . {12,323,393)
PGLNSG Valve: 5 : {0.030}
75000 N ' - TOTALTO ECT
Total Profit plus va wEnron $ (16,243,456) § {1,254724} § {1.253,599)] (12,758,198)
Totsl Pmlil plus NPV to Enron {per dthic $ . o) % (00028 § ~_{0.0020)] $ {0.929
k cpm-' &-37' o 33K (.c16)
A ptions e
1} Dally ) tal wol matmamroumwmummmmmmeumm. ) . 6033/‘?&/-'
2} Assumed Enron usvderiakes s basis spread on the dally Incrementsl volume {sells the fieid, buys Chicage). :
S)Netcapadryvalue (seeaﬂnched)hﬂwmtcoﬂmdeﬁwmmkmmﬁeldmmsmm%anomm ma.Sparbashquohsmtakenon mss.
A liquidity premium of $.015 was factored In dus 0 the magnitude of volumes that would be hedged
4) Value of giving sorzwone the right to swing Momuumm}dudnghpmod:lm-ﬂm ouoummm:omnuuarte(onms \
5) Value 0 Envon was baﬁedonw ¢
R 6) NPY CALCUC ATIOWN ASSUMED AS S YEAR FT-NOTE RAATE OF 6%, NPV CALCULATION WAS BASED OFF THE ) . '
. . VALUE OF THE HEDG ED DAILY INCREMENTAL VOLUMES AND THE VALUE OF THE PUT OPTIOH : '
So
28 U .
I~ - .
=~ E
28 . . . ' . . : .
bz O . . D L e ! - -
"'.:l___. m . ) - N . o91a/99 . . . ) . q.gam
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WAd Avg Delivared Cost to Chicago s Y ater s 2048 280 8 25w © 2800 2508 25 §
Chicago CRygste Mymax+hasis) . L 3% 3 32 3 3300 § 32 238 2880 % 2558 - 257 2528 254 § -
— — 3 {(o0s) pos) $°_ oy § @013 0198 (pos)§  fon§  Poy 0.02) _00 S . 004 S
Al (Gage) $2.7635 $28750 00405 $3.0850 $2 9200 2T4TS $2.5250 . $2 4355 $24160 $24135 $2.4150 52 4505
S0. Texas “NA . $28200.  $2500  $30080 - $20400  $2.6900 A WA . NA oA A WA
Louisiana s2801¢ 525400 $3.0075 $3.0450 £2 85D 527125 $2.5475 24605 S$2.44885 $24485 - §24585 $2.4835
“Loulsiana (ONT) WA $20100  $3.0075 $1.0450 $2.8050 2125 A WA WA WA NA WA
- Northem Bordar lowa & {Harper} ‘528138 $3.0850 $3.4575 $3.4350 $2.0300 $2.8575 © $2.5908 $25005 $24810 $24785 s2.4810° $25236
Venlurs $27635 $2.9075 $3.1000 . $3.1750 $3.0250 $2.8400 $2.6600 $2.4330 s24180 | §24005 SzA160 $2.4335
TENM500 Log- A $2.9025 ‘S2.0425 $2.9875 s28225 26725 A WA NIA NA A _NA
F ~TrensCanada .. $28560  $2u950 ‘$30668 1 . $11063 $2.9425 527663 $26075, s25230 $2 5085 $25035 s25128 $2.5335
Total (Weighted Average) S2a008 10N ST . S39M3 C S2ss08 - s277er 25792 $3.4850 $2.46% $2465 s24696 $2.5064
n-g:-'uzombm-wudm l
Votat (Welgtved Average) Mkt Fuat 1.69% 189% umi 189% 1.09% 189% 143% 1.43% 1.43% 1.43% 1435% 1.49%
wmwﬁmcmmomoeﬁ;mmrw]mq
- Totsl (Wolghted Average} SD00SE | fogize.  S6.8128 $0.0128 50.0128 $0.0128 $0.0048 $0.0048 $0.0048 $0.0048 $0.0048 $0.0048 .
: So.Texas WA NA NA NA . WA NA NA NA NA A WA NA
lowa L (Hape) . NA Y WA . NA WA WA . NA WA . NA WA A - WA
Al (Gage) $2.8627 $3081t  $3.560 $AtM48 30243 $28461 $26163 325229 25037 $25014¢ $25037 325475
So. Teuas WA $30184 sa0492 $ados¢ - $29350 s27918 A e WA WA Y T ONA
Louisiana $2.8959 $3m6 . $2.1079 $31464 $2 9621 $2 6050 $26355 ! $25462 32530 325338 $2 5441 $25698
Lovisiana (ONT) NIA $3.0306 £2.1079 $3.1464 $2 9621 $2.6050 NA NA WA WA WA NA
" Morther Border towa-i, (Harper) $2.8333 $3,4067 . $3.4798 $3.2475 - $3.0514 | $28776 $2 6063 sz.stéi $2.4985 $2.4960 .§2.4965 525413 -
Voot s27914 $29969 $3.4313° $2.0556 $2.5687 $2 6869 $24576° $2.4404 524328 $2.4404 S24581
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Basis Differantal kom Henvy Hub {S/Dih) L . ) .
' chicage Baghy - : Chicaga $0.0700 . $0.1525 04775 1 302000 - $0A8TS 30,1825

.cluuwFMmmxmads) . Chicage $2.9210 -$3.4975 faxnrs $3.2000 $3.4225 $2.9375
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: T OENT T NowW U TUBREE YT Jiad - Febod Mer .08 Ror-08 YR T KRBT AW T A Bupos
Mumber of Days N [ . 31 i » » 3% 3t » 7] i e
Nyuex ‘ovoaes s2884 2985 $3080 .. fur00 . sams siss _sases st . s2Am . $2.498 s2.508 2531
Vel Avg Dultvered Cost to Chicsga K 285 $ e S 147 8 3y $. Ao § 28§ 13 I 2852 % - 28508 % 2508 3 2318 § 2548
. - Chicsgo Chygets (Nymex+hasis) S 2y % s § 3w f 3wo §T 3 o$ M § 2060 § 2552 8 150 § 1508 5 184 § 2580
' C : S M09 % - @053 (09§ AN § (010 % 0o 0o $ oy 3 fo0y) % 002} 3 004§ ooy
NET SPREAD .
Amomo(Goge) 300583 . $u0ser  $o08is $2.1052 so.05m7 300914 sooe7 0341 $0.0273 ' Soga - Sooan  $0.0334
Yrunkbion " 5o Texas WA 0.1 io.im 30,5948 $0.1856 $0.1558 A, A ' A _ WA ) . NN A
- Lovisionz® 30.0251. 30.0989 $0.1206 . 30,1536 $0.3404 %0 1375 200245 saons 130 002%) {30 0076) 0 001 soot112 -
Louistans [ONT] oA~ 0,099 $0.1796 30 1536 $0 1404 30 13275 A WA A A A WA
Northern Border ows A (Haperd © 300877 . 300306 200577 . Sooazs s00711 30 0509 sooa1r S0 0 500328 0 0300 30 0475 0 0397
: Venkws 30 1798 30 2008 01062 002 $0 coay 30 0888, 130 62en $0 1004 Rl o] " so0m7 $0 1058 $0 5223
TEHNMGT TENN500 Log WA 300877 10 1208 0 1287 $01301 30 wod wa A WA A wa A
ANR TransCarady 300167 300918 w i1ra! Y115 $0 1300 - s\ -§0 00Ty mm‘ﬂ m;rzis‘)‘ 30 0215} 300103) $0.0031
Yotal (Vad Average) SPREAD $0.06273 $0.0634 500905 " $o.1432 $0.2023 5009108 300356 30,6312 $0.0224 . 300200 | $O0IST mm
- > . . $0.0558
CAPACITY VALUE
NGPL
Amarito (Gage) $we.172  $192797 $287.955 $ar1.838 324502 $3228% $96.947 sT.259 $60.526 $STP03 596920 $T4054
Trunktioe So. Teras A ™ - %0 s Y . $0 WA WA WA A NA . A
* Lovistana - §84,982 T $350,008 73354 8561698 $480.364 seesn $XTIT 518354 #4257 (512,144} s207 $16.500
Louisiana (QNT) WA SMSET  S1004%4 - S19004  $I0MTTZ  $102714 WA WA WA WA NA WA
Northem Border lowss-IL (Harper} $656.372 s228217 48906 626927 - $SOSEEE - $AS54961 D smsl $303,083 $239,148 5228250 $361.037 $292.114
) Venra s - $9263 0561 | S4F6 2078 $32.830 t512.405) 7o $41,820 $44 451 $50379 ° $56.752
TENNAGT TENN-500 Leg NA $102,662 $205.569 233,090 20743 $171,14 NA CNA WA NA oA T
ANR _ TransCanada 20,182 - 5165266 47T $263,268 $226,257 $230.072 WA A NA WA A, NA
R VALDE™ A em S IEe | e ST e SR i TR S TS TR IR0 00 §TRTR AR ST I0AN T RAIBE T T TR0 METAI T UNMTSSS T URHATE T T T s8R oo
: ) : . : . . ] B . " : ) . ) $12.479.336
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Puoptes GasMorth Shore Capacity Vatue L
m - . - X . .
- ) Oct#y , : " Mar- 20 Aproo Wiy2¢ Jun 49 e Avg-88 Bepoe

e “‘Humber of Days K] n n 13 » S 0 . It » n 1) »

- NYMEX 2amaras s2051 . $235 . 516 - $3%0 . 528 2758 - t2895° 2500 $2498 ‘S2AM $2.50¢ s253 _
Wit Avg Deliversd Cost ta Chicaga R 2859 § 34§ LXT- S LR GO Y - . 2848 § a1 8 T asm Tasee & 1508 § 2518 % 2548
Chicago Cygate fymexsbasis) TS 2928 $. A3 5 A $- 300§ 3123 3 234 % 2880 $ 2558 2531 0§ . 2528 §° 1548 % 2588

R ) Hot Differarecea s ‘3 {006) § {006 § 009 5§ o1} § - 010 % @09 § f004) $ -{0.09) foo2 § {002 § - (vo4) § . 003

NGPL - . GAGE 3,534,000 3420000 . 353000 © A3,534.000 3306000 3534000 2T B0 2,291,799 2241 870 - 2,791,799 2291799 2,217 870

‘Northern Border lowa& (Harpar}.” 760200 T3S5000  TSM2N0. - 7,601.200 7410800 7501200 756,000 7.8501.200 756000 TEN200 7501200 7,356,000
) - Ventusra aTT090. 451,700 471 090 477000 46310 ATTO%0 454,700 AT 90 481,700+ 477.0%0 AT 000 - 461700
Trukdios ELA 3348000 3546000 /56500 3,650,000 2422000° 3,658,000 4.500,000 1,550,000 - 4,500,000 1,550,000 1,550,000 1,500,000
TENNMGT TENN-500 Lag . - AB50000 LY0SDO0 . 1705000 1,595,000 170500 - - - - - .

ANRt TrarsCanada 1860000 . 1A00000  A60000 1850000 1740000 1800000 1,800,000 1,850,000 1,500,000 - i,agn_ood 1,860,000 1.800,000

Yot 17.960989 13792058 ‘2085223 21596243 19050830 21068731 13825029 14,275,600 13714648 U MZI00 143418410 26311407 é/- 2

’ : ' - ’ 218,073,017 *
) 135,000,008.00
$ . 0.082 -
Ll -




Basis -

7 Nymex - - Basis Basis - Basis Basis
'08/18/98  NGPL-STx NGPL-Midcont Trunkline -ELA Ventura Chicago Cig!ga(e
1. oect99| 2.927S 1 0.0675 | . -0.12 . -0.05 0.0875 0.07 -
~ Nov-99]. 3.031S | -0.065 0.115 - -0.045 -0.0775 0.1525
" Dec-99] 3.139S 0.1 011 -0.0525 0.04 - 01775
-+ -Jan-00}- 3.154S | -0.085 01125 - 0055 0.075 02 ~
- Feb-00| 2.961S -0.095- 0,115 0.05 . 0.00. 0:1875
~wmar00| 27605 | -0.065 -0.115 -0.0425 0.085 0.1825
.+ Apr-00} 2.560S -0.08 0.1075 . -0.0475 0.065 0.065
May-00 2.4808 -0.0775 0.1025 -0.0475 -0.075 0.05
T Jun-00l 2.465S | -0.0775 01075 { -0.0475 .. 0.08 0.035
- Juloo| 2.4658 | -0.0775 | -0.1175 | -0.0475 | -0.0875 © 0.03
“Aug00| 2.470S | 00775 | -0.12 -0.0475 -0.09 0.04
1. Sepoo 24808 | -0.0776 | -0.1275 -0.0475 . | -0.0975 - 0.05
~ oct-00| 25208 | -0.08 -0.1075 - 0.0475° - 0,08 0.055
Nov.00] 2.6605 | -0.0425 | -0.1025 0.075 1 -0.075 0.1775
*  pec-00| 2.803S -0.0725 |. -0.12 -0.075 0.0125 0.1775
Janoil 2.847S | -0.0925 } . 0.12 . 0.075 0.0425 | . 0.1775
Feb-01] 2.732S -0.085 012 ~-0.075 -0.0575 0.1775
“wmar01l 2.607S | -0.0675 012 -0.075 0.0525 0.1775
T Apr01] 2.4908 -0.075 0.12 0.0725 | 0.0375 0.025
~ May-01] 24655 -0.0725 <043 -0.0725 009 | 0.025
~ Jun-01 24638 | -0.0725 -0.1325 --0.0725 009 - 0.025
~Juio1] 24658 | -0.0726 | -0.1325 0.0725 -0.09 - 0.025 -
Aug-01 24705 | 0.0725 -0.1325 -0.0725 0.09 0.025
sep01| 2.480S_| 0.0725 | -0.1325 00725 | 009 0.025
- oct-01| 2.511S -0.075 01325 --0.0725 - -0.09 - 0025
Nov-01] 2.650S | -0.0425 -0.13 0.0725- -0.09 0.105
Decol| 2.790S { -0.0725 0.125 -0.0725 0.0575 0.165
Jan-02] 2.830S -0.0925 -0.125 0.0725 0.0575 0.205
Feb-02| 2.728S -0.085 -0.125 - 00725 0.057% - 0.2075
“wmar0z2] 2.621S | -0.0675 0.125 - -0.0725 0.0575 0.1675
Apr-02 25158 | -0.07% | -0.125 0.075 0.0575 1 .02 -
May-02 24875 { 0.0725 -0,1325 - -0.075 40.0875 . Q.02
“Jonv2| 24895 | 0.0725 [ -0.1325 0075 | -00875] _ 002
Ja02| 2.496S | -0.0725 01325 | 0075 | -0.0875 .0.02
- Aug-02 -0.0725 0.1325 -=0.075 -0.0875 . 0.02
.Sep-02| 007251 -0.1325 -0.075 00875 002 -
T oct02| 0.075 + 01325 -0.075 -0.0875 0.02
Nov-02 0.05 -0.1325 -0.075 | -0.0875 016
Dec.02 008 | -0.125 0075 | 0.16
Jan-03 0.1 -0.125 - 0.075 0.16
ST-ALS 019
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"0.0975

0095 |

0.095 -

|._0.1025

-0.005

-0.0075
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-0.025

-0.0075

-0.005 |
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0.08

0.08

0.08

-0.035

-0.035

-0.035

~ -0.035

-0.035

-0.035

-0.035

0.07

0.07

© 0.07

0.07

- 0.07
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-0.0375

-0.0375

-0.0375 |
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CONFIDENTIAL DO NOT DISTRIBUTE_'

_ PGLINSG BREAK EVEN ANALYSIS .
BASED ON THE ENRON SALES REQUIREMENT .

ot
,’ . K '
TOTAL FIPELINE] EXPECIED DISCOUNTED .|+ PIPELINE . .
CAPACITY | SALES VOLUME|BASELOAD VOLUME WTD AVG. CHICAGO INDEX CHICAGO INDEX COSTTO Additional Baseioad
AT 100% LF BASEDONA PLUS " 1 DELIVERED COST | {nymex pius basis) | * CONSUMER Premium required to
PGLANSG NORMAL YEAR | THE MAX SUMMER OF GAS TO on August 20, 1999 | vs. Proposed Enron “Brasksven™
_ T Ul INCREMENTAL CHICAGO Contract \b) '
FISCAL YEAR 00 3 $ $ 3 ’
FISCAL YEAR 01 $ [ $ $
FISCAL YEAR 02 $ $ H s
FISCAL YEAR 03 s $ $ 5
FIBCAL YEAR 04 0 3 3 s J S
Totsl 810,721,080 569,323,110 | § ] $ 28872 | § 19,179,848
FINAL DISCOUNTED ON CONRACT PRICE @ - $ {0.082)
ASSUMPTIONS

1) Assumed thes minimum expected 2ale volume ECT will guarantes at
2) WTD avg. dellvered cost was calculated using § yr. production area

buluus HYMEX pius the appltcable pipaline variable cost.

3) 5 year quotes were taken from two marketsrs on August 13,1999, revise quotes will be taken prior to Oct 1, 1993. NYMEX price in years 4 and s were escalatod using at 1.3% WEFA growth factors
) Cost to consumer was calculated as follows:

[{Normal year * WTD avg. pipeline cost)-{Indsx --Hndex ﬂaf ‘(Notmal Sales -Baseload)}

31472001

9113 AM

e



CONFIDENTIAL DO NOT DISTRIBUTE

- PGUNSG BREAK EVEN'ANALYSIS °

e Raings?
SZ0 SN =S

1) Assumed the: minimum expécted sale volume ECT wi
ost was calculated using 5 yr. pe

2} WID avg. delivered ¢
ugust 18,1993, rqvisa quo

- 3} 5 year quotes were taken from two marketars on A
- 3)Cost to consusrner was caloulated as
f(Noernal year " WTD avg.

pipeline cosi)-{Index

It guarantee at

odiction area basis plus N
tes will be taken prior to Oct

YMEX plus the applicable pipatine variable cost.
1, 1393, NYMEX prica in years

IR, 1 o x it “(Normal Sates -Bassload)]

4 and 5 were escalat_ed using at 1.3%

- - ON.COST TO CONSUMER {LOW CASE} .
TOTAL PIPELINE “"DISCOUNTED - - | _PIPELINE - T T BRI , ]
. CAPACITY |SALES VOLUME EASELOAD VOLUME| * - WID AVG. ~-. .CHICAGD iNDEX CHICAGO INDEX . Additionat Baseload |
ATI00% LF © ptus ~, . |DEUVERED COST {nymex plus basis) Premium required to] .
PGLENSG | NORMAL YEAR “THE MIN SUMMER |~ OF GAS TO " on August 20, 1999
. - I . ) - INCREMEMTAL CHICAGO
FISCAL YEAR DO SO0 5
- IFISCAL YEAR 0% s .
FISCAL YEAR 02 $ [
FISCAL YEAR 03 $ 3
|pscaL YEAR O3 $ $
Total 810,731,060 | 444113010 8 2675 2727 %
FINAL DISCOUNTED ON CONRACTPRICE : - § . {0.084}
ASSUMPTIONS

WEFA growtiyfactors




1 0 iﬂié're there ac{iually émployees of enovate,
. ‘2 or were you still _j‘ust a'.‘PERC .emplcyee doing work
3] for enovate? -

-4 AA There were nc.J‘ employees of enovate.

_5' .Q So did you have fo ever keep track of the
6 tiﬁe that you épent working on enovate related

7| functions as -opposedr to PERC related functions?

8 A I don't recall,

9 - Q For""your ¢urrent job, do you keep- a time

10| sheet tracking your hours?

il A No.
_ 12| - Q Can -}.[OU explain youir. understanding of what
._i' 13 1I:Ihe busin_esslgoal cf enovate was?
14|  MR. MULROY: Sean -- |
1-5" .MS. KLYASHEF'Fl: Objection to the questions abo.ut

‘;1"5_ ‘thé.sub.stance of what énovate did. Your previous
17 | qﬁ-éétions went more towards his duties and . -

18 résbon'sibilities. ‘But the substance of wﬁat

19. genovate wa's doing,"i‘t.s' b‘usineés_ pﬁipése, all that
'-,270‘ we‘lbel:'_Leve is outside the scope of tﬁeﬁ pr,.ocAeeding.
21 MR. BRAD.Y: Were you __goinq"to say something?

22 ' MR. MULROY: Reread your guestion.

10
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10
11
12
13

14

15

16
17
18
19

20

21

22

A M'y understanding is the Hub is storage and

'trajlsmission assets that are not needed ]35 the

ratepayers, excess capabilities if it were.

Q By whose ratepayérs?
A Peoples Gas Light.
0 And you're aware that Feoples Gas Light

stores its gas in Manlove Field, correct?

A Yes.

o) What
the Hub?

A - PERC

Q What

activities?
-y PERC
Hub services

functions.

was PERC's role in the operation of

did nét_operate the -Hub.

was PERC's interaction then with Hub

provided some of the marketing of the

and some of the administrative

Q Can you explain a little bit on that'and ‘

déscribe what the marketing functions and the

administrative functions are?

A Marketing functions would be selling some

of the Hub services; and.administrative functions

would be providing reporting, some customer

18
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100

11

12y

14

15

16|

17

18
1%
20

21

22

sexwrice,”£hings like that.
Q You said marketiﬁérihvolved selling

services. | |
| What kindéxof services were you selling? |
A Iﬂwasn't selling a lot of them.

Can you be a little more specific thereae .-

Q I'm sorry. When I meant you, I meant YOLJi:
staff. You're -- as a manager, you're a manager of
a department, would that be the correct -- you were

direétof of midsfream services at that peint, so
when you were a director of a --.what are you a
director of?l

| A Direétor of midstream services. I had an
employee fhat worked for me that amcng other duties

sold Hub services.

Q Okay. So can you explain what those Hub
sérﬁiCes that was -- that he was selling?
A Very generally speaking,‘storage'énd

transportation services.

'Q Which employee was doing that?
A Steve Richman.
Q Do youfkhow the -- Mr. Richman in_sellihg

19
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1 efaluating”the benefits of the GPAA?

' - 2 MR. MULRQOY: I guess I"h‘ave"to object to the fotm
3 of the questioﬁ.'l o

4 -. Yqu can anéﬁer it if you understand it.
5 .BY MR. BRA]?'Y:

& ‘Q; Do you want me to --

7 A. If you'could.clarify that a kit...
8 0. How did the team from Peoples go about

o| evaluating the GPAA prior to entering'igtp the

10 agreeﬁénf?_"v |

11l A. This wasn't.a.airéct responéé to‘g spécific
12 RFP that outlined a number of terms that were maybe
H'. 13 sﬁitable for écbnomic evaiuation. Thié was-%'.

14| negotiated contract based on a nﬁmber of contracté
15 théf‘we had done'in the'?ast. |

18] '_ I_think this is.SOmethinécovered pretty
17”éxﬁéhsive1y by Mr. Ware in his testimeny and aﬁswers
18| to data requests. |

19 _ | He waéﬁoné-bf the méjoi'pértiés
_:gd.parficipgting on our team and certainif had ;Le
21'responsibilify for the a;ea‘that wpﬁld subsequently

22| manage under this particular deal.

43
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1 Q. Thénk you.

. ' 2 A. It might be more suitablé for him. .

‘3 Q. in the course of this -- of the negotiating

4| the GPAA, how did the Peoples team or hovr'did‘--

5 éctuéily,llgt‘s just say -- let's speak from jusﬁﬂ

& youf perspectivé;

7 How.did you knowlthat this was aléoodﬁ

8| deal o©or agreement?

g "A. - My staff who I trust who negotiated the deal

10 certainly.told me thét they felt thislwés the best

11.aggregation cf a number of components that the?:were
12 seéking- |

. 13 0. . Do vou recall more specifi’caily what those
14 components were? |

15] A. ' Weli, i meap the deal itself has any number

16 of components, from tgrﬁ-to n; éﬁéply:or firm

17| reservation chargesf'oppoftunity tq put gas back - to

i8 them.- |

.19 - - There i; dozéns of provisions of the

.20 agreemeﬁt and the sﬁmmationAgfrall those were -

21 satisfactbfy_to our team and'W£at they fglt wag a

22| good competitive agreement.

44
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10
11

12

.13

14

15

16

17]

18

19

20

21

22

O. My mistake., I thought you had meant other

components that would have been cutside the terms

that were in the agreement'._

A No.  No. It all would have been within the
: agreement. '
' Q. Okay. Do you recall the review of any

economic studies by the Peoples team?

A. No. I don't recall any.
Q. Was there a reason why an economic study --
do you know if an economic study was -- let me

_réphrase that.
Did the Peoples team ask for an economic
study to be performed?

A. Did the Peoples team ask? Or did you ask

-d_{d the Peoples team perfecrm? I'm not sure what ydu

mean.

Q: Did the Peoples team ask fér sonueone-ﬁithin
theVPedples organizatioh to perfo:m‘an economic
analysiéé

A. | I would not -- not to my:knowiédge¥i=The
Peoplgé team negotiatingzwas the gas'Supplfﬂgroup,

and if they felt that an evaluation was a_pprdpfiate, |

45
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taken youf.total,capacities and calculating that
back_in and coming up witﬁ whaﬁ is a fair index
minus number. ) |
Q. We:é:there anf .- do you know if there were
any}discussionslabout -- in relation tb-the findi:ﬁg
here in this doéument?
-MR. MULROY : Objéct to the form of the quéstioii.

Discussions.

BY MR. BRADY:

Q. If you understand my gquestion -- I can

‘restéte it.

:A. Well, just be a little more specific 6n the

guestion.

Q. Do you know if there were -- or were you
- involved in -- after this document -- after you

finished this document, were you involved in any

discussions about your findings?

A, Yes.
Q. Did any of those discﬁssiohs talk about
the_—-lwhether the -- whether this wouid_be a

'prudent hedge?

A. . There's that word prudent, and as. you :




10

11 | -

12
13

14

‘15

16

17

18

- 19

20

21

22

state -- as it relates to -- -- the word prudent, I
don't -- what do you mean by the word ~-
Q. Well,'let me -- we'll take out the prudent

and say, did you have any discussions about the

hedging?
HA. As it relates to --
Q- As it was --
A. R capacity wvalue stated? Per my'lasﬁ

'statement, right?
Q. Correct.
A. I mean, that'.s‘ what you're -- you're ”trying

get to, the summary --

Q. Correct.
A. -- specifically?
There.we:e discussions on the -- kind of

the éssumptions on the capacity, things like_that.

"We didn't come to a ——'ahy kind,of.agreement} YOou

know, aéross -- you know, within the group. All I
was dding-was saying here's anéther‘way'of looking
at_thisrdeal! Do with it as you may.

Q. Do you recall who was involved with those

"discussions?
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A. Ye;h, I mean}'?oﬁ.know; Ilwculd bé guessing
on who was there. | |

Y&u‘fg asking me who attended ﬁhe
meeting that I went through this ;—

Q. E;éctly.
HA. -- is ﬁﬁat your question?'

Normally, in -- éince, again, I ﬁork.fégf
risk ménagement, I wés just kind of a person kind
of reviewiné”and giving kind of a recommendétion or
whatéfef-you want td call it. |

In most cases, Yyou know; people froﬁ the
gas supply déﬁartment at the'utility attends_-
th;se - - a'méeting such as this. B8o imn that

meeting, you would have people-Iike, vyou know,

,bave Wier{;you,know, Raleigh DelLara and, Iike, a

Charlie Blanchett (phohetic), things'like -- people

‘like that, you know.

:Q;-' What'ébout Mr. DeLara's'suﬁervisdrs,

Mr. Mar§ (phonetiq}; ﬁaS'he at'the)ﬁéeting?
.A. i don't remémber if'helwas there bf not.
0. Aﬁd:do you récall whéﬁhér the disdﬁssions

found your review to be favorable such that yoﬁ
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éhould go forward with the_gas purchase, the GRAA?
A. You know, I don't know what they ﬁeré o
thinking. So i don't know whatr—— you know, I
wasn't in the deéartmeht. | .
Aﬁa what discussions they had
afterwards, I was noﬁ involved -- yvou know, I was
not inf&lved. You khow, whether they said,.#-agxwae

with Rb?‘s agreements (sic) or, you know, I think-

‘Roy doesn't know what'he's doing, I don't know what

they said. You know. He's an idiot. No, don't

- type that.

But at that time, I mean, I think they
were having an idea'that”they were -- 1if you

notice, this was done, you know, mid-September. I

.?hink they were alféady, you know, planning on

doihg'this contract.

and so this was just another piece of-

information just to use to, you know, to analyze

whether it was a good deal or not.

Q. Who asked yoﬁ-to perform the
Aruba Analysis?

A. Actually, I kind of took it upon_mySelf‘in
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. FYO01for the revenue transfers from enovate that were referred to in the audit -

) the journal entries recorded on enovate’s books in FY0C and FYO01 forthe

Docket -0707
The Peoples Gas Light and Coke Company’s
Responses to Staff's 16th Set of POL Data Requests

- CONFIDENTIAL

Questions POL 16.13 through POL 16 26 re!ate 1o the documents attachedio the
Company's response to POL 15 17 ("enovate audit documents")

POL 16.15 ‘With respect to Finding #1on page 2 of 7 of the August 24, 2001
departmental correspondence with a subject line “Rewew of enovate (5740),
provide the following:

_ a) a detailed descnptron of the transactions between PEC and Enron that
were the subject of Finding #1, including, but not limited to any types of
purchases or sales of gas or exchanges or any hub services;

b) an explanation of the revenue sharing arrangement, as it was understood
by the PEC senior management identified in POL 16.13;

c) “the amount of revenue that was shared for each of the years FY00 and
FYO01 and the amount of revenue that was allocated to each party from the
revenue sharing agreement for each of those years; -

d) the journal entries that Peoples Gas recorded on its books in ‘FY00 and

response by PERC/enovate;

e) the Journal entries recorded by PERC for FY00 and FY01 for the revenue
transfers from enovate that were referred to in the audit response;

revenue transfers referred to |n Finding #1 to PERC or an affiliate and to Enron
MW or an affiliate; :

‘ g) - the details of any revenue transfers occurring subsequent to FY01 not .
. |nd|ceted in-c) through f); : . i

h) the mforrnatlon requested in b) through f) for FY02 and FY03, if any
revenue transfers were made in FY02 or FY03;

i) list the follow up actions that Peoples Gas has taken to date with respect
to F!ndmg #;

; }) revenue sharing agreements between PEC and Enron that have been
. reduced to writing. . _

' Response Respondent objects to these requests to the extent that they seek -
mformatron that is beyond the scope of this proceeding. . g

Further objecting, Respondent states that it was not a member of and had no
interest in enovate L.L.C. ( enovate”). As such the requested information has
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The Peoples Gas Light and Coke Company's
Responses to Staff's 16th Set of POL Data Requests

: CONF!DENTIAL

no beanng on the issue of gas costs and revenues that are the sub;ects of this
htrgatlon : :

- As an &ffiliate of Peoples Gas whose predecessor had an indirect interest in
enovate, Peoples Energy Resources Company, LLC (*PERC") provides certain

of the following in response fo this data request, which Respondent, without
waiving the foregoing objections, now forwards. As the parent corporation of
Respondent and the interest parent of enovate, Peoples Energy Corporation
(“PEC") provides certain of the following in response to this data request, which
Respondent, without waiving the foregoing objections, now forwards. Subsection
{i) is directed to Peoples Gas and Peoples Gas provides that response. .

Also, see documents produced in response to previous Staff and intervenor data
requests, as well as additional documents provided in response to the Citizens
Utility Board’s 13th set of data requests and Staff’s POL 16th set of data requests
for the period January 1 1999 - September 30, 2001. ,

a. PEC states that |ts Internal Audit area reviewed enovate's financial actnnty '
for the period January 1, 2001 through March 31, 2001. It interviewed enovate

' management and determined that certain revenue sharing agreements were not
in writing. As part of Internal Audit's review, the following transactlons were -
documented in the workpapers:

1. The annuity trade that occurred on March 31, 2001 transfernng quarterty
earnings from Enron MW, LLC. (* EMW") to enovate and

2. . The October 24, 2000 Master Consuitzng Agreement between PERC and
“EMW,
b. PERC states that there were two sharing arrangements that were -

discussed with PEC's audit department in response to one of PEC’s questlons n .
the preparation of the August 2001 audit. These sharing arrangements evolved

- asa function of the partnership struggling to become fully established. -

- PERC further states that it was the intent of both parties to the partnership to
complete the appropriate written agreements; the intent of the oral sharing
arrangement was to provide a bridge until written documents, acceptable to all .
parties, could be negotiated, executed and approved. -

Senior management’s understanding of the sharing arrangements were as
follows. There were two such arrangements: (1) revenue sharing between
PERC and EMW calculated with reference to a baseline level of revenue from
Peoples Gas' hub, and (2) revenue sharing related to the activities of EMW..
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c. PERC states that Peoples MW, LLC booked in fiscal 2000 $21 6,821 forits
share of enovate’s equity income and in fiscal 2001.$11,348,272 for its shareof
enovate’s equity income. Some portion of this was due to the revenue sharing

- arrangement described in the response to subquestion (b). :

d.  None.
e. None. . .
f. See documents produced in response to the Citizens Utility Board’s 13th

~ set of data requests and Staffs POL 16th set of data requests for the penod
January 1, 1999 - September 30, 2001.

g PERC states that Peoples MW LLC booked in fiscal 2002 $1 .2 96,721 for
its share of enovate’s equity income, and some portion of this was attributable to
the revenue sharing arrangement descnbed in the response to subqu estion ().

~ enovate was dlssolved at the end of fiscal 2002.

h. See the response to subquestion (g) above.

i " The Peoples Gas Light and Coke Company, Respondent in this
- proceeding, states that it ook no actions with respect to any element of the
internal audit of enovate, LL.C.

J See the Limited Liability Company of Midwest. Energy Hub, L.L.C.,
provided in the response to Staff data request POL 15.6, for the written revenue
sharing agreement between the members of enovate.. PERC states that, in
response to the audit, there were no revenue sharing agreements between PEC
and Enron that were reduced to a written agreement.
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