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evaluating the benefits of the GPAA? 

MR. MULROY: I guess I have to object to the form 

of the question. 

YOU can answer it if you understand it. 

BY MR. BRADY: 

Q. Do you want me to - -  

A. If you could clarify that a bit . . .  

Q. How did the team from Peoples go about 

evaluating the GPAA prior to entering into the 

agreement? 

A. This wasn't a direct response to a specific 

RFP that outlined a number of terms that were maybe 

suitable for economic evaluation. This was a 

negotiated contract based on a number of contracts 

that we had done in the past. 

I think this is something covered pretty 

extensively by Mr. Ware in his testimony and answers 

to data requests. 

He was one of the major parties 
. .  

participating on our team and certainly had the 

responsibility for the area that would subsequently 

manage under this particular deal. 
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Q -  Thank you. 

A. It might be more suitable for him. 

Q -  In the course of this - -  of the negotiating 

the GPAA, how did the Peoples team or how did - -  

actually, let's just say - -  let's speak from J U S ~  

your perspective. 

How did you know that this was a good 

deal or agreement? 

A. My staff who I trust who negotiated the deal 

certainly told me that they felt this was the best 

aggregation of a number of components that they were 

seeking. 

Q. Do you recall more specifically what those 

components were? 

A. Well, I mean the deal itself has any number 

of components, from term to no supply or firm 

reservation charges, opportunity to put gas back to 

them. 

There is dozens of provisions of the 

agreement and the summation of all those were 

satisfactory to our team and what they felt was a 

good competitive agreement. 
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Q -  My mistake. I thought you had meant other 

components that would have been outside 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 

rephrase that. 

Did the Peoples team ask for an economic 

study to be performed? 

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

did the Peoples team perform? I'm not sure what you 

mean. 

Q. Did the Peoples team ask for someone within 

the Peoples organization to perform an economic 

analysis? 

A. I would not - -  not to my knowledge. The 

peoples team negotiating was the gas supply group, 

and if they felt that an evaluation was appropriate, 
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1 taken your total capacities and calculating that 

2 back in and coming up with what is a fair index 

3 minus number. 

4 

5 

6 here in this document? 

7 MR. MULROY: Object to the form of the question 

8 Discussions. 

9 BY MR. BRADY: 

Q. Were there any - -  do you know if there were 

any discussions about - -  in relation to the finding 

10 Q. If you understand my question - -  I can 

11 restate it. 

12 

13 question. 

14 

A. Well, just be a little more specific on the 

Q. Do you know if there were - -  or were you 

15 involved in - -  after this document - -  after you I 
16 

17 discussions about your findings? 

18 A. Yes. 

19 Q. Did any of those discussions talk about 

finished this document, were you involved in any 

22 There's that word prudent, and as you 
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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? 

A. As it relates to - -  

Q. As it was - -  

A. - -  capacity value stated? Per my last 

statement, right? 

Q- Correct 

A. I mean, that's what you're - -  you're trying 
get to, the summary - -  

Q- Correct. 

A. - -  specifically? 

There were discussions on the - -  kind of 

the assumptions on the capacity, things like that. 

We didn't come to a - -  any kind of agreement, you 

know, across - -  you know, within the group. All I 

was doing was saying here's another way of looking 

at this deal. Do with it as you may. 

Q. Do you recall who was involved with those 

discussions? 
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A. Yeah, 1 mean, you know, I would be guessing 

on who was there. 

You're asking me who attended the 

meeting that I went through this - -  

Q. Exactly. 

A. - -  is that your question? 

Normally, in - -  since, again, I work for 

risk management, I was just kind of a person kind 

of reviewing and giving kind of a recommendation o r  

whatever you want to call it. 

In most cases, you know, people from the 

gas supply department at the utility attends 

these - -  a meeting such as this. So in that 

meeting, you would have people like, you know, 

Dave Wier, you know, Raleigh DeLara and, like, a 

Charlie Blanchett (phonetic), things like - -  people 
like that, you know. 

Q. What about Mr. DeLara's supervisors, 

Mr. Mar0 (phonetic), was he at the meeting? 

A. I don't remember if he was there or not. 

Q. And do you recall whether the discussions 

found your review to be favorable such that you 
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should go forward with the gas purchase, the GPAA? 

A. You know, I don't know what they were 

thinking. So I don't know what - -  you know, I 

wasn't in the department. 

And what discussions they had 

afterwards, I was not involved - -  you know, I was 

not involved. You know, whether they said, I agree 

with Roy's agreements ( s i c )  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. Na, don't 

type that. 

But at that time, I mean, I think they 

were having an idea that they were - -  if you 

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

think they were already, you know, planning on 

doing this contract. 
4 

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 you to perform the 

Aruba Analysis? 

A. Actually, I kind of took it upon myself in 
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Q. Was the non-tariff inventory levels 

;omething you would ,have had one of your 

;ubordinates look into on a regular basis? 
, .  

., ,, 

A. Again, during the reconciliation period, I 

ion't know if that was something that I routinely 

nad' someone look into. 
, ( ,  

Q. Have you heard of t'he Gas Purchase and 

Agency Agreement? Or you might be familiar with it 

as  GPAA? 

A. If you're referring to a gas supply 

agreement between Peoples Gas, 

Company and Enron North America, yes. 

Light and Coke 

, ,, Q. Were you involved in the negotiations for 

that agreement? 

A. I'm not quite sure-what you mean by 

negotiations. 

some of the operational characteristics of the 

contract, but.not its commercial terms. 

I was responsible for developing 

Q. Thank you. That ,got to where I would like 

Have you heard of an economic analysis you'to go. 

named ARUBA analysis? 

A. Yes. 

Q. I'm sure you're familiar with it because of 

it coming up in this docket, and you producing 
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documents in this docket, correct? 

A. That's correct. 

Q. Were you aware of it prior to this period 

of time? 

A. My recollection is that the first time I 

saw it was during this proceeding. 

Q. Do you know who actually performed that 

analysis? 

A. Again, through the process of this 

proceeding, I think it's been acknowledged that 

Mr. Rodriguez authored that analysis and that's the 

only reason that I have come to know that. 

Q .  Did you ever rely upon the ARUBA analysis 

in your evaluation of the operational 

characteristics for the GPAA agreement? 

A. No. 

Q. Thank you. Were there other people that 

you were working with in evaluating the operational 

characteristics of the GPAA? 

A. Yes. 

Q. Do you know if they reviewed the ARUBA 

analysis in conjunction with your work together in 

evaluating the operational characteristics of the 

GPAA? 
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your department? 

A As I recall, somebody close to enovate 

operation would provide that information. 

Q And what would your department do with that 

information? 

MR. MULROY: I object. You are asking him 

another hypothetical question, if revenue was 

generated and if it was reported to his department, 

what would his department do, its a hypothetical 

question and it's vague. 

THE WITNESS: If income was reported to us, we 

would record a general ledger entry. 

BY MR. KAMINSKI: 

Q Referring back to Deposition Exhibit 

No. 19, the statement that was read earlier referring 

to the 9.7 million on Page 31, how did you confirm 

that number was correct? 

A It would have simply been - -  the document 

would have been reviewed and it would have been 

looked - -  tied out to the general ledger. 

Q When you refer to "the document," are you 

referring to Cross Exhibit 19? 
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A That's correct. 

Q If the general ledger does not agree with 

the 10-Q document, how would that be resolved? 

A At what point in the process do you mean it 

doesn't agree? Are you saying today? 

Q I'm saying at the time that this document 

refers to. 

A I'm confused. At this date and time? 

MR. MULROY: Ask him for clarification if you 

are confused. 

THE WITNESS: I'm confused. Please clarify. 

BY MR. KAMINSKI: 

Q I asked you earlier how would you confirm 

that information, the 97 million information for 

equity investment income from enovate was - -  

MR. MULROY: 9.1 

BY MR. KAMINSKI: 

Q - -  9.7 million was correct, you stated that 

YOU would refer to the general ledger 

My follow-up question to that was: 

now would you resolve a disparity between the general 

ledger and that $9.1 million? 
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A If in my review of a draft I found that 

there was a difference in the number of the draft 

Versus the general ledger, I would talk to the person 

responsible for controlling the document to correct 

the number. 

, I  

Q who would be responsible for controlling 

the document? 

A It would have been someone on my staff at 

the time. 

Q Who on your staff? 

A Let me think. 

MR. MULROY: What document are we talking 

about? Exhibit 19? 

MR. KAMINSKI: Correct 

THE WITNESS: It may have been Katie Kelly, it 

may have been Sandy Jibb (phonetic), it may have been 

Lynn Hausty (phonetic) 

BY MR. KAMINSKI: 

or someone else. 

Q What if the general ledger information was 

incorrect and the number in the draft of the 10-Q was 

correct? 

MR. MULROY: I don’t think that’s a question 
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but maybe you can read it back. 

B Y  MR. KAMINSKI : 

Q How would you address that problem? 

A Are we reading it back? 

MR. MULROY: If you want it read back we will. 

THE WITNESS: Please read it back. 

(Record read as requested.) 

MR. MULROY: I object to yet another 

hypothetical. 

THE WITNESS: The process would be to take the 

general ledger information and put it into this 

document. I would not know if the general ledger 

information was correct or this number was correct. 

I would just know that they're different. SO my 

responsibility was to make sure that they were the 

same. 

BY MR. KAMINSKI: 

Q You stated earlier that the information 

regarding any income coming from enovate would come 

from someone close to the enovate operation and that 

would come into your department, that's where you 

would get the information; correct? 
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A That's correct. 

Q And what I am asking is if that 

information - -  the information you got from the 

entity close to the enovate operation disagreed with 

the general ledger, how would you address that 

problem? 

, I  

A I wouldn't know if it disagreed. They 

provide the information, we'd book the entry. 

Q Have there been any times in which the 

monthly or annual financial reporting or closing of 

the books was delayed, 

operating unit level or at the consolidated level? 

either at the individual 

A Has there ever been a time closing - -  

MR. MULROY: D o  you need clarification? 

THE WITNESS: Please clarify. 

MR. MULROY: Or are you answering? 

THE WITNESS: I'm answering, I think. Yes, 

it's been delayed. 

BY MR. KAMINSKI: 

Q Involving which entities? 

A I can't say for sure Qhich entity it would 

cause a delay. 
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Q During what time period? 

A During what time period that I can't 

determine there was a delay, I don't know. Delays 

happen. It's part of the process. 

Q How often would you say delays happen? 

A A rough guess would be 50 percent of the 

top. 

Q Have there been any times in which the 

general ledgers of individual units were reopened 

after a reporting period was to supposed to have 

closed so that adjustments to the results could be 

made? 

A Clarify "reopen". I don't 

you mean by that. 

understand what 

Q Have there been any times -n which the 

general ledger of individual units that had been 

closed, the books had been closed, have been reopened 

after the reporting period so that adjustments to the 

results could be made? 

MR. MULROY: I think you just reread the same 

question. The witness asked for a clarification. 
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BY MR. KAMINSKI: 

Q You can answer the question if you wish. 

MR. MULROY: I thought that was o n e  of the 

rules you guys were going by. If he w a s  confused, 

you'd clarify. 

MS. SATTER: There were differences in the 

quest i on .  

MR. MULROY: Could you read it back, please? 

(Record read as requested. ) 

MR. MULROY: What was h i s  question before that? 

B,Y MR. KAMINSKI: 

Q I'm sorry, wait. Can you answer the 

question you just heard? 

MR. MULROY: I have an objection pending here, 

11d like to follow it through. He asked you for a 

clarification - -  

MR. KAMINSKI: You can note an objection for 

the record. 

MR. MULROY: Let me just finish my sentence. 

He asked for clarification, you didn't give it to 

him. I want to see if this with a question waa 

changed like your co-counsel said. 
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MS. SATTER: Unless you a re  d i r e c t i n g  him not  

t o  answer - -  

MR. K A M I N S K I :  He can answer t h e  q u e s t i o n .  

MS. SATTER: - -  we a r e  using up t i m e  on a 

t a n g e n t .  

MR. MULROY: I want t o  hear both q u e s t i o n s ,  

p l e a s e .  

(Record read a s  r e q u e s t e d . )  

MR. MULROY: I t ‘ s  an i d e n t i c a l  q u e s t i o n .  

THE WITNESS:  Could you de f ine  what you mean by 

11 c l o s e d ” ?  

BY MR. K A M I N S K I :  

Q YOU s t a t e d  e a r l i e r  t h a t  when you were 

t a l k i n g  about - -  t a l k i n g  w i t h  Counsel for S t a f f  t h a t  

YOU s t a t e d  t h a t  i f  t h e r e  a r e  m a t e r i a l  changes t o  

e n t r i e s  i n  t h e  l edge r  a f t e r  t h e  books w e r e  c lo sed ,  if 

t h e r e  a r e  ma te r i a l  changes t h a t  should be made, t h a t  

M i s s  Kal las  would reopen them. D o  you r e c a l l  t h a t  

s ta tement  ? 

A I do. 

Q How o f t e n  would t h a t  occur? 

A Your ques t ion  asked about bus iness  u n i t s .  
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the storage, Manlove Storage Field, and somewhat the 

Mohamet Pipeline, and so the hub utilizes excess 

capacity of those assets 

Q Trying to be a little bit more specific. 

Is the hub the storage facilities or 

is the hub sort of a functional unit that uses the 

storage facilities? 

A The hub is more a functional unit that uses 

piece of storage facilities. 

Q Is it a separate department or a section in 

Some department? 

A It's a separate section. I guess - -  

clarify. It is a separate department. 

Q It's its own department? 

A Yes. 

Q And do you know where that department 

reports upward? 

A It now reports to me. 

Q Do you know where it reported in the 

reconciliation period? 

A I believe during the reconciliation 

period - -  again this was before I was in gas 

supply - -  but I believe during the reconciliation, 

the commercial aspects of the hub were within PERC, 
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C ONF IO EN T I A L 

Gendemux 

This letta will evidence (a) as set forth in Article I hereof, the proposal (the ‘Tropropwsd 
Tnmsaaion”) being m i -  by Enroo N e  America Carp. or iis designa (“Enmn”) and 
Peopla Energy Corporation or its designee (mPcoplea~ (dktively, the Pmiics“) regarding 

Parrirs, and (i) the formation of a new company andm othg business reldomhips OD 
d i m  (yBusincss”) in which to p ~ r m e  and close such Tm~actions gcMally in accdamc 
with the teems dc~nditions set forth herein, and (b) certain binding a$-? as set forth 
in Article Il h d ,  dating to the RDpossd TransactiOn 

ARTICLEL PRoPoSFDTRAN S A C n W  

Sation 1.01 Transactioqg. IIe Transadicms to be considered consist pljmarily of but are 
not limited to (a) Hub and mad;eting scnices to the Chicago wholesale gas marketplace, 
inchLding tbc development, marketing end mmsacmg . ofpadring,balrmdng,exchangcand 
title tracking serviccs and 0 t h  new swices into the C h i q o  InFzrhtpkCc, a d  tk 
development and marketing of i.nremet products and services in support tbercof. (b) risk 

and - ’ Services m conjunction with thc Tmwctmm, * (4 - 
optimization service3 to Peoples and its afilliates, (d} wholesale bundled services to PESC in 
power and gaa, and (c) investment in a d  the monetization of capital improvmcntl to 
Ptoples’ Chicago physical infrastructllra 
Section 1-02 Formation of Business. The Parties anticipate the formation of a Budnea OT 
other applicable relationship for a minimum five (5) year term through the execution of thc 

p d  and the- relabxi thaeto. The form of Business maybe but is not litedtoa 
l i  liabilii company, limitcd partomhip, other form of joint vcnturq alliance. or any 
combination ofthe foregoing. 

Section 1.03 Terms of Definitive Aerr em-. The Definitive Agrcemeuls shsll include 
terms and conditim sraisfactory to the Parties r%ardjng but not limited to capital 
sharing of pfit and losses costs, scope of services, governance, name of entity, me,jor 
decisions, operab’od k i s j o m  including budgets, @ o m  benchmarlrs, aedit 

(j) ca-tain bu- trrmsactions aa described in Article 1 (Transa& -0n23to bpursu#lbYtht 

. 

Defirritivc Agreements BS dcfintd hrrrafla upon &&tion of the T-tbm to bc 

’ =ti+ lad~d 4 excluded typ~s oftransactiom, exclwions 

. .  
Endless possibilities.m 



I liability, limitation of consequential damages, indemnifcation, termindon and kpi&ia, 
buy-sells. deadlock breaking mechanisms, alternative dispute resolution, e& rights, enraprise 
d u d o n  and methodology, transactions with &Iiaks, confidentiality, and repexnbb ’om 
and warranties, covenants, conditions precedent (iiclucljng but not limited to any requisite 
reguIatoiy approvals) and S U ~ W ~ ,  and other waI and customary provisions for joint 
Cnrerprses of tha lypc contwplated hereby. 
Section 1.04 Preliminarv Activities ERmn shall prwide (a) office space and start up ~ s t s  
for th  Business, and @)up to sk (6) personnet Imawredgeable in Enrcmcomhds, businru 

ARTICLE IL B N m G  AGREEMENTS 

Scction2.01 Business Plaa The Parties shall endeavor to dewlop and a p e  to a businesg 
plaa for the Transactions M latex than January 31,2000 (the ‘’BusiaeSS Plan Date"). In the 
tvent the P d e s  are unable lo a g m  to such business plan by the Businas Plan Date, this 
laurW bc deemed terminated, andneither Party shall haw any fimherobiigationto the 
other, except as p r o v i d e d  in this htidc IL 
saction202 Deftnitive Azrecmentx. V the Partics have egreed to 8 business plan as 
demibed above on or befort the Business Plan Datc, the P&s shall e n d m  to txccute 
Definitive Agreements no later than March 31,2000 (the “Closing Date”). In the event the 
Partics axe unable to execute the Definitive Agreements by& Closing Date, this letter shall 
be dtcmcd terminahd, and neither Pat ty  shall have any fuaher 0bl ipt .h  to the other, except 
aspmvidcdinthishticleII 
S&n 2.03 ConfidentiaIi@. ?he existace of this letter and its contents arc in- to bo 
confidential and are notto be discussed with or disclosed to anytkird PgttYI except (a) with 
the express prim written consent of the other Psrry to this iettcr, (b) tu may be required cu 
appropriate in rrsponse to any summons, mbpoena or discovery order or to comply with any 
applicable law, oda ,  regulation or ruling or (c) as either pimy, or their designees and 
repmwtatives, reasanably deem appropriate in order to conduct due diligence or otha: 
invcs6galjons rela& to the Pro@ Tr*lsactio n. 
S&on204 Ext)ensq. Each Party shall pay their respective legal fees, pmf&iod few 
and otha transaction costs incurred in the evaluation and negotiation of the Proposed 
Transaftion and the Definitive Agreements. whether or not there is final agreement thedo. 

Section 2 0 5  Manacmeat A m  val. In addition to the other conditions herds the closing 
of thc Proposed Transadon and the hfinitive Agreemeats contemplated -by are s u b j s t  
to the internal q e m e n t  approvals of the Parb’es, d c h  approvals have not yet btcn 
obtained 
Section 2-06 N O * L ~ I ~ ~  * Nabme. Ihe matters sct forth in Article I of this 1- do not 
constitute a binding and enforceable omtract batween the Parties with respcctta the Pmposcd 
Transaction or othcmke, ar a duty on the part of c i k  Party to negotiate in good faith toward 
a business plan or a binding contract, and may not be died upon by either Party 88 the basis 
for a c o r n  by Utoppcl M o h i s e .  An agreement and binding coxnmi- and rantr& 

philosophy, and trading and -w lxpeitk 



will ody OCCUI upcn e~ecution of definitive m'tten agreements by the Parties eaabling cach 
P ~ Q  to participste in the form of Bus- agreed to by the Parties and only under the tanul 
of au written agreements executed by thc parlies (u~efinitx ~greemcnts"). ~ e i t k r  parry 
shall be obligated to enter into any Definitive Agreements. This letter of intent is solely m 
expression of part;cu' present h t i o n s  so rhat negotiat~ons and due diligence may 
commence but either Party may w e  negotiations or &e diligence in cantlectr 'antbawitfiat 
any time in its sole discretion Netther Patty may bring any claim or actiw against the otha 
paay as a result of a failure to agree on or enter into the Defiaitive Agrccmcn~ 85 
contemplated in Article 1 h e r d  The matters sb foah in Artide II of this I&, howrvn, 
constitUte binding m t S  between the Parties. 
Section LO7 N O  Oral Amemmts. Subject to the foiegoing, this letter sets out the Partics 
mderst;lnding as of this date, and thac are no other written or oral agrrrmemo or 
-dings among the Parties. %s kiter may be amended or modified only by written 

S d o n  2.08 Re-uresentations and Wananti- The parties hercto hereby rcpresmt and 
m t  to each other that this lefier: (a) has been validly executed and deliveted, (b) bu been 
duly authorized by d corporate action necessary for the authorhlion Wf, a d  (c) with 
respect to the matters set forth in &tick IL only, constitutes a binding and enforceable 
obligation of such p W ,  eafcrceabk in aooornlance with its tams. 

agmnentofthtPartier. 

AGREED. 
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Peoples Energy Corporation 
130 East Randolph Drive 
Chicago, Illinois 60601 
Attn: Mr. William E. Morrow 

Vice President 

Dear Mr. Momow: 

This letter (this ”Letter”) memorializes the general agreement of Emon M W ,  L.L.C. (“Emon“) and 
peoples Energy Corporation (“Peoples”) concerning the sharing of profits from certain joint initiatives 
described in paragraphs 5 (a) and (b) herein (the “Proposed Transactions”). This Letter further evidences 
the agreement of k o n  and Peoples as to responsibility for confidentiality, exclusivity, the party’s 
respective share of profits, expenses, and certain other matters relating to the Proposed Transactions, as 
set forth in this Letter. 

This Agreement is not intended to impose a duty on the part of either party or any of their affiliatest0 

to the matters relating to the overall allocation of profits from the various types of Proposed Transactions. 
h y  binding contract to enter into a particular transaction is conditioned upon, in addition to 0th- 

matters which such party may deem important, the results of due diligence reviews to the parties’ 
satisfaction, which due diligence reviews have not yet been completed, each party’s satisfaction with and 
resolution of all legal and regulatory issues, approval of each party‘s board of directors (and 0th 
management as required), which approvals have not yet been obtained, negotiation and execution of 
mutually acceptable binding, defmitive agreements (“Defmitive Agreements”), and satisfaction of all 
conditions precedent to the effectiveness of the Definitive Agreements. The parties acknowledge and 
understand that the Definitive Agreements may require regulatory approvals, and the effectiyenw of 
some of the D e f ~ t i v e  Agreements would be contingent upon regulatory approval in form and subs&= 
satisfactory to the Partjes, in addition to the satisfaction of other conditions precedent. 

h o n  and Peoples are sometimes referred to individually as a ‘m and collectively as the ‘Tarties” 

into a particular individual transaction, but rather evidences the parties‘ binding agreement only 

- 
1. Exclusivity. Until the earlier of (a) the execution of Defkitive Agreements, or @) 

October 31,2004 (the “Termination Date“), in consideration of the substantial expenditures of time, effort 
and expenses undertaken and to be undertaken by the Parties in order to conduct their due diligence, 
prepare documents and perform other tasks and undertakings, the Parties (x) shall negotiate exclusively 
with each other with respect to the Definitive Agreements (y) shall not solicit, make or accept any offers 
or proposals by third parties to undertake or enter into the Proposed Transactions. 
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2. Confidentiality. This Letter, any documents or proposals developed pursuant to this 
Letter, and any other information provided by a Party to the other Party relating to the various 
transactions are confidenhal, and are deemed Confidential Information within the meaning of the 
previously executed confidentiality agreements executed by the Parties andor their affiliates, including 
the confidentiality agreement dated December 27, 1999, the terms of which are incorporated herein by 
reference. Neither Party shall issue a news release nor other public disclosure concerning this Leea 
the Proposed Transactions Without the Written approval of the other party, except as required by law. 

3. Expenses. 

(a) Unless otherwise agreed in writing, each Party shall bear its own in- nrpenses 
relating to evaluation of the Proposed Transactions, negotiation of the D e f ~ t i v e  Agreements, and other 
matters related to the Proposed Transactions. Expenses for the goods or s m c e s  of third party vmdas, 
consultants or advisors shall be shared by the Parties on a 50/50 basis, subject to the a w d  of bo& 
Parties prior to the expense being incurred. 

@) Enron and Peoples shall approve all contracts and engagements of vendors, contractors, 
consultants and advisors to furnish goods or perform services prior to engagement of such parties. 
Neither Party will have any authority to act as agent of the other Party to contract for such goods and 
services and may not bind the other Party to pay for such goods or services without the prior hm 
approval of the other Party. 

4. Relationship of the Parties. Neither this Agreement nor any Def i t ive  Agreemat 
will constitute nor be constwed or implied to constitute the parties or their respective affiljam 
partners, jolnt venturers, agents or representatives of one another, nor as fiduciaries or trustees for one 
another, nor as having any duties or obligations to one another other than those contractual htja 
expressly provided for in this Agreement or the Defmitive Agreements. Neither party will have the legal 
or equitable power or authority, express or implied, to act on behalf of, OT to bind, the 0 t h ~  party or its 
affiliates without such other party’s or affiliates’ prior written consent and instruction to take a specific 
action on its or their behalf. 

5. ProfitAllocation. Notwithstanding anything else to the contract in Limited 
Liability Company Agreement between the parties (dated April 26,2000) (“the LLC Agreement”), jt is 
agreed that profit shall be allocated as described below. Profit will be determined in accordance with 
generally accepted accounting principles, based on mark to market accounting whenever possible. 
Definitive Agreements shall give full force and effect to the terms of this Letter. 

(a) Hub Services. Hub Services include (a) transactions entered into by the PGL Hub or MEH (as its 
agent) which are subject to the Peoples Hub FERC or state commission approved operating 
statements, and @) all physical transactions which require the use of theManlove or Mahornet fiel& 
(also known as “exchange” or “enhanced hub” services). 

The profit from Hub Services shall be split as follows: 



/ 
/- 

I . F O ~  transactions entered into between February 15, 2000 through September 30, 2000, the 
profit shall be shared on a 50/50 basis. 

I 
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. For transactions entered into fiom October 1, 2000 to September 30, 2001 (and successive 
years until September 30, 2004), Peoples will receive the f is t  $4 million in profit 
(cumulative, not annual), and Emon will receive the next $lmillion in profit. Peoples ma 
Emon will share any addibonal profit on a 50/50 basis. 

xs m g e m e n t  excludes all agency fees paid to MEH. Tnese fees will be shared 50/50 eom the 
beginning. 

s\ll internal costs incurred in the normal course of business will be bome by the party in&g same. 
A] third party costs will be shared equally, and require MEH bard  approval. 

@) P e h g  Agreement. Peoples has contracts with PGL and with NICOR relating to the 
e&ane/propane peaking facility. The two existing contracts pay a total of $2million (approximate a 
exact) in demand charges annually. Any profit exceeding $2 million in a year will be shared by 
Peoples and Emon on a 50150 basis. 

If either of these contracts is extended in any form other than the current form, then Peoples and 
Emon will share the demand charge and the profit on a 5060 basis. 

(c) 0th~ Tmsactions. Peoples and Enron will split the profit f?om any transactions other than those 
described above on a 50150 basis. 

6. Term of Definitive Agreements. The Parties agree D e f ~ t i v e  Agreements shall & 
effective until October 31,2004 years, subject to the termination rights described therein. 

7. 
in the Parties’ Letter of Intent dated September 
this letter of intent. 

8. 

Excluded Transactions. The gas storage monetization initiative (as generally described 
2000) is separate, and excluded f?om the terms of 

Representations and Warranties. Each party hereby represents and warrants to the 
0 t h ~  party that (a) this Agreement has been validly executed and delivered, @) has been duly auth-d 
by dl action necessary for the authorization hereof, and (c) is the legal, valid and bmding obligation of 
each party, enforceable in accordance with its terms. 

9. Entire Agreement. This Agreement constitutes the entire agreement of the p d a  
relating to the subject matter hereof and supersedes all prior discussions, agreements or understandings, 
whether om1 or wn’tten, relating to the Proposed Transactions. There are no other written or oral 
aneements or understandings between the parties relating to the subject matter hereof. 
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10. Assignment. This Letter may not be assigned by either Party without the written consent 
ofthe other; however, it is achowledged that the Definitive Agreements may include affiliates, lenders, 
investors, and designees of the Parties as necessary to give full effect to the intent ofthis Letter. 

11. Survival. The provisions of Paragraphs 1,2 and 3 survive the termination of this Letter, 
unless the Parties release each other fiom the referenced terms in writing. 

12. Governing Law. THIS LETTER SHALL BE GOVERNED BY AND CONSTRUED IN 
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK, WITHOUT GIVING EFFECT 
TO PRINCIPLES OF CONFLICTS-OF-LAWS. 

To evidence Peoples' acceptance of this Agreement, please execute all of the enclosed originals 
of this Agreement in the space provided below, retain one fully-executed original, and r e m  the 
original to Emon, to the attention of the undersigned, by 5:OO p.m. (Houston, Texas time) on or before 
September21,2000. 

This Agreement may be executed in counterparts, with each counterpart being deemed to 
original instrument, but all such counterparts together shall constitute but one agreement. The effective 
date of this Agreement is agreed to be ,2000 (the "Effective Date"). 

ENRON MW, LLC. 

By: 
Laura L. Luce 
Vice President 

Achowledged, Agreed to and Accepted 
this _. day of September 2000: 

PEOPLES ENERGY CORPORATION 
- 

By: 
Name: 
Title: 
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Close Window prlnt Paae 

peoples, Enron Form Midwest Energy Hub, L.L.C 

subsidiary of Enron COrP. (NYSE: ENE), announce the formation of Midwest Energy Hub, L.L.c. The previously 
announced entity wi l l  expand and,enhance Peoples' existing natural gas market hub and provide natural gas  
marketing, transportation and storage services to the 1.1 trillion cubic feet Chicago market. 

Midwest Energy Hub offers the following key services: 

CHICAGO, April 26  /PRNewswire/ -- Peoples Energy (NYSE: PGL) and Enron North America, a wholly owned 

Balancing and fuel management Services for gas-fired power generators 

Hourly winter and summer peaking services 

Seasonal arbitrage products and storage management 

Location swaps to and from the Chicago area 

Transportation management 

Market aggregation SeWiCeS su,ch as pooling and Utle transfer 

yqdwest Energy Hub combines Enron's transactional and marketing expertise with Peoples Energy's assets, and 
local Infrastructure in this key regional market," said Tom Patrick, president and COO of  Peoples Energy. "enron 
has assembled an excellent team, drawn from both companies. We are contident that this venture IS positioned 
for success." 

* B ~  combining the skills of Peoples Energy and Enron, this new company will offer creative wholesale gas 
501utlons to  the Chicago market," said Cliff Baxter, chairman and CEO of Enron North America. "We continue to 
enjoy the opportunity to build on our strategic alliance with Peoples Energy in both the natural gas and power 
markets." 

Midwest Energy Hub will act  as the marketing agent for the existing Peoples natural gas hub. The'hub 
interconnects with international plpelines, six major interstate pipelines and Peoples' Mahomet Pipeline. 
'Addltlonaliy, Midwest Energy Hub will tailor systems and services for Chicago-area customers, Including 
development of an hourly market for natural gas services, which will address the increasing need for gas 
.balancing. This growing need is the result of regional pipeline capacity expansion and an increasing number of 
merchant, gas,fired power plank being constructed in the Chicago area. 

peoples Energy is a diversified energy company comprised of five primary business segments: Gas Distribution, 
power Generation, Midstream SeWlCes, Retail Energy Services, and Oil and Gas Production. The Gas Dlstrlbutlon 
business serves about 1 million retail CUStOmerS in Chicago and northeastern Illinols. Visit the Peoples Enegy 
web site a t  WWW.PeopleSEnergY.cOm 

. 

~~~~n carp. is one of the world's leadlng electricity, natural gas and communications companies. m e  company, 
which Owns approximately $34 billion In energy and communications assets, produces electricity and natural gas, 
develops, constructs and Operates energy facliitres worldwide, delivers physical commodltles and financial and 
fisk management servlceS to customers amund the world, and Is developing an Intelligent network platform to 
facilitate online business. Enmn's Internet address is www,enron.com. The stock is traded under the ticker 
symbol, "ENE." 

Midwest Energy Hub is located at 150 North Michigan Ave. Chicago, Illinois 60601. The toll-free phone number is 
877-630-3095, SOURCE PeOPl= Energy 

5 w  199 
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C O N T A ~ :  Media, Luis Diaz-Per@& 312-240-4567, o r  Investor Relations, Willlam Reynolds, 312-240-4288, both 
of Peoples Energy/ 

"safe Hari,of Statement under the Private Se€urities Litigation Reform Act of 1995: Statements in this press release 
regarding pwpies Corp's business which are not historical fact5 are "forward-looking statements" that involve risks 

contained in the forward-looking statements, see "Risk Factors" in the Company's Annual Report or Form 10-K for the most  
recently ended fiscal year. 

F~~ a discussion of such risks and uncertainties, which could cause actual reSUitS to differ horn those 
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P E W L E S  
E N E R G Y -  

Defened Far Release 
Oclober 4, 1888 

PEOPLES ENERGY AND ENRON ANNOUNCE . -  
CHICAGO ALLIANCE ACTIVITIES 

Chicego m d  Houston - Pewles  Energy CWP. (HYGE: PGL) and Enron North America Carp. (ENA), a 
whdly owned subsidiary of Enrm Qrp. (NYSE: ENE) anmwlcsd tdey  that be  mrnpanlei have 
entered Into three agreemnts to pursue m m o n  interest9 In the Chlcaga energy market. 
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Psopbr E w g y  and Enmn. pw 2 

3122404211 T O : 3 1 Z 4 0 4 4 8 6  pFIGE:El3 
3122404389 TO: 312240421 1 -E:@ 

\ 
I 
-AS the kadlng marketer Of natural gas North America, Enron has the scape and expertlse necssnary 
to wow wkh Psopks IO op1lmks Its nat SI gma trlansponath assets and to provlae rellebla and nexim 
nature! gag supply lo Peoples Emrgy'r utllltles. l a y  sekl. 

"Comblnlng Peoples Energy's known name and local opsrallons wlth Enmn North Amerkss outstanalw 
whdeeele electricity ~pabll1tl-r wlll emeta e strong vdue propositIan lor eu8tomers.l sald Tomy. 

b r o n  IS one of the world's leading alaclrlclly, natural gas and mrnrnunlcatbne cwnponlw. Th. 
m p a n y ,  which Owns apProxlmslaly $34 bllllon In energy and mmmunlcau0n8 a~sets, prwwa 

physical cornmodilks and financial and dsk managamont rsrvlcaa to cusbmers around the world and is 
developing a nationwide Internet-based mmrnunlcatlons netwm. Enron's Internet address is 

ele&Idty end natural gas. develops, ~0hs4hlctf and operates snwgy feclllUea waridwldm, dmlivmm 

' w.enron .com,  and the stock is traded under the tlcker syrnbal, 'ENE.' 

pmpbg Energy Is a dhrsrsMbd energy company. Ita m e  +rations are twa natllral gas utlll#e$, 
peoples Qeri end Nom Sham Gas, sewing about 1 million custoWr(l In C h b o  and nwtheastem 
llllmle. The wmpany's diversifid anergy buainsseea bcue on power generation. oil and gas production, 

aaeet-baeed wholesale s e r v b s  and rebil energy QBt"4C€& Peoples Enegy's Internet address 1 
w.pecorp.com end the stock is lraded under the tlcker symbd "POL." 

~ 

Mod18 Contectr: 
Rodrlgo A? Sierra 
Tracl Warner 

People6 Energy 3121240-4607 
Enron 7 1 318593242 
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CONFlOENTl AL . ,  

Project Aruba 
PeoplesGas . . 

Internal Q&A . . .  

. .  G a s  Supply Deal . ,  

. .  , .. . 
Updated Oct 6,1999,2:00 pm’ 

1’. What a r e  the components of “gas supply services”? 
EnronNorth America will work with PeoplesMorth Shore to optimize a portion of its 
transportation and gas supply. ENA will provide PeoplesMorth Shore firm gas supply, while  
optimizing the value of Peoples’Morth’Shore’s resources in the national marketplace. . .  

. .  
I. 

. . . .  
’ . . .  

~. . 

, .  2.’ W h a t  are the terms of thesupply management deal? 
Specific terms and conditions of the agreement are confidential and cannot be disclosed. 

. .  
. .  

... . .  
. .  . ,  . , . r .  . . : .- . .. . . .  . .  

. .  . .. .. 
3. ’ How is Enron being compensated for their services? Is Enton’s compensation paid to 

Enron will not receive any manageme.nt fees under the agreement. The benefit to Enron i s  
.linked to its ability to increase the value of the assetshesources released in this gas supply 
agreement. People’Morth Shore benefit by receiving gas, at attractive prices, which is flowed 
through to PeoplesMorth Shore ratepayers. This benefit to Enron doesnot adversely affect 
Peoples/North Shore customers. , , 

’ ’ the detriment to  Chicago consumers? 

. . 

. . 4. Why can ENA provide these services more efficiently than Peoples could do on its own? 
ENA is national in scope and it can attain additional cost efficiencies using Peoples’Morth 

’ . Shore’s gas supply arrangements outside of their service territories. . .  . .. 

5. Why would Peoples do this deal? 
Enron has greater assets available to it to capture andor create value from Peopies’ natural 
gas assets. PeoplesR‘lorth Shore customers’benefit because PeoplevUorth Shore will b e .  
purchasing gas from Enron ‘at attractive prices. 

. ’ 

. .  

. .  . .  . .  . .  . 

6. Is’the deal subject to r e g u l a t o j  approvals? 
No. This is a standard gas supply agreement between PeoplesMorth Shore and Enron and 
does not require regulatory pre-approval. The Illinois Commerce Commissioq does not 
require approval of contracts between its gas utilities and suppliers of gas and related 
services. However, the gas supply agreement would be subject to prudency review in a 
Purchased Gas Adjustment proceeding before the Commission at a point in time after the 

. . .  

. . 

. .  . .  

. .  
actual contract execution., . .  

. .  . . .  

. .  . .  
. .  
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, , .  

. . .  . . . .  
C 0 N.F ID E NT I At, . .  . . I  

. .  

7. Both Enroll and Peoples have retail afiliates. How will this agreement  affect 
compet i t ion  between the two retail affiliates? 
E~~~~ North America is Enron Corp.’s wholesale marketing affiliate and operates 
independently from Enron Energy Services (EES), Enron’s retail affiliate. The agreement 
b e m e e n  ENA and Peoples has no impact on EES or Peoples Energy Services (Peoples’ retail 
affiliate, which purchases its gas supply independently of PeoplesMorth Shore.) 

. . .  
. ,  

8.. will p e o p l m  con;Le to own its assets? 
yes, .Enroll is only providing a service to Peoples by.providing an assured delivered gas 

contract has expired. 
Peoples will continue to own the assets during the contract as w e l l  as after the 

. .  , .  
. . .  9. Is Enron .going to take over Peoples? 

In general, Peoples do not comment on Merger and Acquisitions (M&A) matters. 
... . . . .  .. ... . . . .  

- 
*,?..I 

. . .  . .  
. . . . . .  . .  

. .  

. .  . .  
. . . .  

. . . .  .... :~ . . . . . .  . .  . ’  . .  . .  

. .  
. .  

. . . . . . .  
. . . .  9-6 2 4  
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. .  

Page 2 . .  
Page 2 9-6 2 4  



Joint E n t i t y  
c ON F I D E N T I A L 

1. What is .the strategic objective ofPeoples creating a joint entity with Enron? 
. .  

' 

' Dynamic changes to the market place create the need for new, expanded wholesale hub and, 
marketing services in the Chicago area. Peop1es"existing Hub operations must  be expanded to 
address significant changes occurring in the market place: 

e Gasand electric deregulation 

. .  

. . . . . .. . .  

2 Bcf/day of new pipeline capacity into Chicago (Northern Border, Alliance) 
2 Bcflhay of pipeline capacity away from Chicago (Vector, Guardian,TriState, Horizon) .. 

Expansion ofmerchant owned gas fired power plants create the need for daily and intraday 
balancing 

Peoples is taking a proactive step with Enron in this alliance to develop services'that fill the 
emerging market's needs. 

. . 

. .  

.. , .  . . . . 

. I . . .  . 

2.. -Given tha t  Peoples Gas already operates'its Chicago Hub, what additional assets wilj 
Enron provide to the entity? What additional resources will Peoples provide? 
The specific contribution of each party to the joint entity is still in development. Enron 
brings10 the joint entity its trading and risk management expertise plus.other storage capacity 
it now controls separately. Peoples brings to the joint entity its regional knowledge of the 
marketplace and it';expertise in management of the existing Hub. Enron ahd Peoples will  
contribute significant resources to jointly develop . .  and offer expanded H u b  services to the 
Chicago wholesale energy marketplace. 

. . .  

- ' Employees from both companies will staff the new entity. 
. .  

3. Will Enron open a Chicago office? 
Enron.has operated a business out of its Hinsdale, Illinois office for over fourteen years. . 

Enron is currently considering the logistics of opening an office in the Chicago mea. 
'.- 

4. What a re  Hub services? 
. .. The term is relatively new to the industry. Hubs are centers or focal points of financial and 

physical.trading activity where buyers and sellers negotiate price and delivery of the gas. 

important market exchanges, for, producers and marketers who direct gas down the supply 
line.' Market hubs, such as the Chicago market hub,.are close to market (near the end.ofthe 
supply line), and are nearest to the actual gas customers. 

5. What services will this hub'offer? 

of activity for the Chicago gas market. Through the new entity, Enron and Peoples will 
.,jointly optimize approximately 10-20 billion cubic feet per year of Chicago area storage 

I-.' Fundamentally,there ar&two kinds of hubs; Supply hubs,such as the'Henry'Hub, &e 

. i  ' .. 
, . . .  

. . .  

. .  
The Chicago market hub interconnects with six major interstate pipelines and will be a center . .  

. .  . . .  

. .  . .  .. 
. . capacity and related . .  transporktion. . .  

. .  . .  

This preeminent hub will develop, market and transact numerous services including parking, 
. .  

. .. ', balancing, exchange and title tracking.. . .  

Page 3 57-6 2-05 



. 
CONFIDENTIAL 

These services will become increasingly valuable as new gas infrastructure and gas-fired 
generation are built in the Chicago market area. 

: 

. .  
- .  . .  

. .  . -  .. . 
6.: Does this hub have access to supply basins, pipelines, and storage? ' ' 

Located near the 1.1 TCF annual Chicago marketplace, this hub will have access to mult iple  
supply basins, pipelines (6'major interstate pipelines), storage, and will be able to offer 
wholesale customers the flexibility to complete their transactions successfully. . . 

. .  

. 
' 7. 'How do customeis of Peoples Gas benefit from the operation of the.Market  Hub? ... 

Peoples' customers will.benefit because the natural gas market will become increasingly 
competitive and more liquid. Liquidity means that wholesalers of gas and  related services 
will b e  able to more easily buy and sell gas in the Chicago area. This means that suppliers 
will b e  more likely to tqansact business at the Chicago Hub than at othermidwest trading 
points and, in turn, more gas will be available for purchase. Moreover, new products and 
services available at the hub can benefit customers. . .  

. .  .._ . .. . .  . .  .. Wholesale Power and Gas , '' 

1. Are E n r o n  and Peoples going to be competing in Illinois' deregulated electricity 
market? 
Enron Energy Sekrces Inc., Enron's retail affiliate will be competing in the deregulated 
Illinois electricity marketplace. 

Peoples Energy Services, the retail subsidiary of Peoples will be a competitor in that 
marketplace. Enron North America and Peoples have signed a letter of intent whereby they 
will enter into an agreement under which ENA will supply PESC wholesale power. 

:. 

2. Doesd't this conflict with Enron Energy Services operations in Illinois? 
. , No. These are two entirely different businesses for-Enron. (Wholesale vs Retail) Enron 

No&, America is the largest wholesale provider of electricity in the U.S. ENA supplies 
wholesale power to hundreds of customers, many of which are utilities. Enron's retail arm, 
Enron Energy Services, will be providing retail electric services in Illinois, and will face . ' .. i.l,.. . . , , . , . . .  . . .  

' .  competition from PESC. 

. ~. .- . . .  

. . .  

. .  

' .<  

. .  
. .  . .  . 

I 
. .  

. .  . . . .  
. .  . .  . 

. .  
. .  
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Questions POL 16.13 through POL 16.26 relate to the documents attached to the 
Company's response to POL 15.17 ("enovate audit documents?. 

POL 16.15 
departmental correspondence with a subject line "Review of enovate (5740)", 
provide the following: 

a) a detailed description 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) 
by the PEG senior management identified in POL 16.13; 

C) 
r/oi and the amount of revenue that was allocated to each party from the 
revenue sharing agreement for each of those years; 

d) 
wo l fo r  the revenue transfers from enovate that were referred to in the audi 
response by PERWenovate; 

e) 
transfers from enovate that were referred to in the audit response; 

9 
revenue transfers referred to in Finding #1 to PERC or an affiliate and to Enron 
MW or an affiliate; 

g) 
indicated in c) through 9; 
h) 
revenue transfers were made in FYO2 or N03; 

i) 
to Finding #I ;  

j) 
reduced to writing. 

Response: Respondent objects to these requests to the extent that they seek 
infomation that is beyond the scope of this proceeding. 

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 

With respect to Finding #1 on page 2 of 7 of the August 24,2001 

an explanation of the revenue sharing arrangement, as it was understocd 

the amount of revenue that was shared for each of the years -00 and 

the journal entries that Peoples Gas recorded on its books in FYOO and 

the journal entries recorded by PERC for FYOO and NO1 for the revenue 

the journal entries recorded on enovate's books in NO0 and NO1 for the 

the details of any revenue transfers occurring subsequent to FYOI not 

the information requested in b) through 9 for FY02 and FY03, if any 

list the follow up actions that Peoples Gas has taken to date with respect 

revenue sharing agreements between PEC and Enron that have been 
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no bearing on the issue of gas costs and revenues that are the subjects of this 
litigation. 

AS an affiliate of Peoples Gas whose predecessor had an indirect interest in 
enovate, Peoples Energy Resources Company, LLC (“PERCY provides certain 
of the following in response to 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. 

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

a. PEC states that its Internal Audit area reviewed enovate’s financial activity 
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 transactions were 
documented in the workpapers: 

1. The annuity trade that occurred on March 31,2001, transferring quarterly 
earnings from Enron MW, L.L.C. (“EMW“) to enovate; and 

2. The October 24,2000, Master Consulting 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 questions in 
the preparation of the August 2001 audit. These sharing arrangements evolved 
as a 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. 

Sr-@ 248 
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C. 
share of enovate’s equity income and in fiscal 2001 $1 1,348,272 for its share of 
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. 
set of data requests and Staffs POL 16th set of data requests for the period 
January 1, 1999 - September 30,2001. 

9. PERC states that Peoples MW LLC booked in fiscal 2002 $1,296,721 for 
its share of enovate’s equity income, and some portion of this was attributable to 
the revenue sharing arrangement described in the response to subquestion (b). 
enovate was dissolved at the end of fiscal 2002. 

h. 
i. 
proceeding, states that it took no actions with respect to any element of the 
internal audit of enOVate, L.L.C. 

i. 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. 

i 
PERC states that Peoples MW, LLC booked in fiscal 2000 $216,821 for its 

See documents produced in response to the Citizens Utility Board’s 13th 

See the response to subquestion (9) above. 

The Peoples Gas Light and Coke Company, Respondent in this 



Docket 01-0707 
The Peoples Gas Light and Coke Company's 

Responses to Staffs 16th Set of POL Data Requests 

Questions POL 16.36 through POL 16.39 relate to the document provided in the 
Company's response to POL 15.6 entitled "Letter of Intent", which was signed by 
William Morrow and Dave Delainey, and dated September 16, 1999 ("1999 Letter 
of Intent"). 

POL 16.36 Was it Mr. Morrow's understanding or the understanding of any 
other executive officer of Peoples Gas or PEC, prior to Peoples Gas entering in 
to the GPAA or the Letter of Intent, that either the GPAA or the 1999 Letter of 
Intent was conditional upon the other being signed? 

Response: Respondent objects to this request to the extent that it seeks 
information that is beyond the scope of this proceeding. Without waiving the 
foregoing objection, Respondent states that signing the Gas Purchase and 
Agency Agreement was not conditioned on signing the September 16,1999 
Letter of Intent nor vice versa. 

. .  

. .  

~. ... ......................................... 
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Responses to Staff Data Requests 

Questions POL 18 1 through POL 18.29 refer to 01 PGL 047931-047960 and 01 
PGL 0579003-0579007. 

POL 18.005 

Who decided not to provide any of these documents to Staff in response to 
numerous inquiries about Peoples Gas' economic analysis of the GPAA? 
Explaln why. 

Response 

For purposes of this response, Respondent assumes that references to 
documents with the Bates identification of 01 PGL 0579003 - 0579007, which do 
not .-viet are intended to refer to documents identified as 01 POL 059003 - ,.- ._._.. - - .  ~ 

059007. Respondent objects to this request in that it (1) is not reasooably 
calculated to lead to the discovery of relevant i~formation, (2) is b e y d  the 
scope of this proceeding, and (3) assumes that an individual ' d e a d d  not to 
provide these documents. No person made a decision not to provide tJw 
referenced documents. 
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1 *I 4 
.' . BETWEEN . .  . .  

': . THE .UNO-VEN COMPANY AND 
THE PEOPLES GAS LIGHT AND COKE COMPANY . ', : 

. .  . .  

. .  
. .  

. .  
- .  

' " ..  ',This Agreement'is entered into as of the 1st day of October, 1995, by a n d  

between The UNO-VEN Company (hereafler called "UNO-VENN), an, Illinois 

general partnership with a business address of 3850 North Wlke Road, Arlington 

. . Heights, Illinois 6OW,.and . .  THE PEOPLES :. GAS LIGHT AND COKE COMPANY 

(hereafter called "Peoples"), an Illinois corporation with a business address of 

130 East Randolph Drive, Chicago, Illinois 60601. 

. .  

. .  . .  . .  

. .  

. ,  
, .  . .  

. .  

~. . .  

WHEREAS, UdO-VEN anticipates that its Refinery at Lemont. Illinois will 

produce Surplus Refinery Fuel Gas '(hereafter "RFG) which UNO-VEN desires 'to 

sei; and 

.- . .  
. j  

. .  
. ,  

/ .  

MEREAS,  Peoples indicates a desire to:purchase RFG to use as a.blend 

. . .  . .  : component in its natural gas delivery system; and . .  . .  
. .  

, . MEREAS,  UNO-VEN and 'Peoples have previously entered 'into an 

Agreement for the Sale and Purchase of RFG dated October 1, 1994, which,- by 
. .  , 

. .  
. .  

. . its terms, terminated effective September 30, 1995; - ..... 

. .  NOW, THEREFORE, .in consideration of the. premises and mutual 

covenants and.agreements hereinafter set forth. UNO-VEN and Peoples hereby 
. .  

agree as followS: 
, .  . . .  ! 
.... :. . .  
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" : . j  ' , ' 

. .~ . .  

This Paragraph 1 ,ajplies to transactions other than those described 

in Paragraph 2. The volume of RFG that UNO-VEN is able to make available for 

sale will vaiy 'and is 'dependent. in part upon the following factors: Type of crude 

oil being processed; volume of crude oil being processed; number of refinery 

units operating and level at which they are operating; time of year. and weather 

conditions. 

The volume of RFG that Peoples is able to utilize in its operations 

will vary and is dependent in part upon the following factors: composition of RFG 

received; gas demand by Peoples' customers, which in part is a function of 

weather conditions; and non-routine operating conditions affecting Peoples' 
, 
! 

system. 

Appendix II (attached hereto and made a part hereof) sets forth, for 

both the winter and summer seasons during the term of this Agreement, the 

estimated "peak". "normal", and "minimum" daily availability of RFG for delivery 

by UNO-VEN to Peoples at normal refinery throughputs with existing facilities. 

During the identified seasons, Peoples shall, subject to the further provisions of 

this Paragraph 1 and Paragraph 10, be obligated to accept all daily volumes 

offered by UNO-VEN up to 50% of the estimated "normal" level indicated for such 

season and shall use reasonable efforts to accept volumes up to the indicated 
.. . . .. . . . ... . 
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I .  

. .  :;:,:j. ' , 

.,:;:: estimated . "peak" level for ' such season. However, if despite the use of 

reasonable efforts, and for reasons beyond its reasonable control, UNO-VEN is 

unable to deliver (e.&, because of unavailability of RFG) or Peoples is unable to 

receive and use RFG in its system @.g., because said RFG is "off-specification", 

force majeure, or the utilization of RFG is expected to cause unreliable or unsafe 

operations), then UNO-VEN or Peoples, as the case may be, shall have the right 

at fis sole discretion to suspend performance hereunder. The right of either party 

to suspend performance hereunder shall not be based on the availability of 

alternate sources or customers for RFG at more favorable prices. The party 

suspending performance shall notify the other of such suspension and use 

reasonable efforts to provide as much advance notice as possible to the other (24 

hours' telephone notice. if possible, then confirmed in writing). In the event of 

such suspension, the parties agree that there will be no liability on the part of 

either party, except for the obligation to pay any amounts due and owing. 

\ 

2. m. 
On any day during the perio 

during the term of this Agreement when the OHare Daily Average Temperature 

(12:OO noon to 12:OO noon basis) is reasonably predicted by Peoples to fall below I 

-Peoples may nominate to UNO-VEN for delivery of up t- 
I 

-of RFG. For purposes of this Paragraph 2 (Peaking Service), 
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. .  
. .  

under no circumstances wilt UNO-VEN be required to provide RFG' for more than 

m in any contract year. Peoples must make its nomination, by telephone 

and-confirmed by telefax by both parties, at least twenty-four (24) hours prior to 

the perid for which deliveries are nominated. UNO-VEN shall deliver the 

nominated quantity. The price for the RFG delivered will be based on the Gas 

Day on which the RFG is delivered. For the purposes of this Paragraph 2 a "Gas 

Day'' is defined as the twenty-four (24) hour period commencing at 12:OO 

Central Standard Time. The price per MSCF shall be the higher of the following 

prices: 

-of the spot market natural gas price determined by the 

average ((high+low) 12)  Chicago LDC Citygate Price as published in 

for the Gas Day the RFG was delivered. If this is not 

available then the price will be-the contract price IF' as 

defined in Paragraph 9. 

or 

average daily price (( high+low) I 2 )  for=- 

as published in the 1-]plus published tariff 
.. 

'& 1; rates from 4 and actual 

I ~.~ ~~ 

u , a If the daily average price is 
. .  
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not available then the average of th 

for the week of the nomination will be 

used. If UNO-EN'S actual average sales price fo- in 

the month of nominated gas delivery is greater than the p r i c e  

calculated above, then the actual sales price plus actual handling 

costs will be used. 

Example: 

.! 
3. OUALIN. 

. .  '"'. 

The RFG provided by UNO-EN to: Peoples shall be composed.as 

.' described in Appendix I (atta&ed hereto and made'a part hereof), but subject to 
.: : ,.? 

the following maximudjxiteria: 

. .  

. .  
.. ,! 
. .. 

. .  
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4. -. 
UNO-VEN and Peoples expect that the RFG delivered under this 

Agreement will meet the specifications described in Paragraph 3 and Appendw I. 

UNO-VEN agrees to use reasonable efforts throughout the term of this 

Agreement to supply RFG within such specifications. 

If UNO-EN, despite exercising reasonable efforts, discovers that 

the RFG will not meet the specifications contained in Paragraph 3 and Appendix I 

(i.e., will be "off-specification"), UNO-VEN shall immediately give telephonic 1 

notice to Peoples' Gas Controller, confirmed later in writing, of the degree to 

which the specifications are exceeded and the estimated duration of that 

condition. 

Peoples shall use reasonable efforts to utilize RFG which is 

determined by either UNO-EN or Peoples to be off-specification. To the extent 

that Peoples cannot in its Sole judgment use any quanfjty of such tendered 

off-specification RFG, Peoples shall have no obligation to accept or pay for such  . 

quantity of RFG. The foregoing shall be Peoples' sole remedy against UNO-VEN 

for UNO-ENS failure to deliver RFG meeting the specifications set forth herein. 

I 

I 


