Natural Gas System

Figure 2. Underground Natural Gas Storage Facilities in the Lower 48 States
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Natural Gas System
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PRICE DISCOVERY OF NATURAL GAS
THE COMMODITY

Today, Futures and Option Contracts are traded on the NYMEX Division

of the New York Mercantile Exchange to assist in limiting price risks, as
well as providing for price discovery

New York Mercantile Exchange - NYMEX
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Example Price - Index

Customer Pays NYMEX Monthly
Settlement Price
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Example Price - Fixed

Customer g

Pays $4.20 Monthly

FIXED PRICE Settlement
- Costs
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Example Price - Cap

Customer Pays $6.00 or
Index Plus $.15

Whichever is LESS

Customer
Pays
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Example Price - Collar
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Natural Gas — NYMEX Settlement - 2000
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Natural Gas — NYMEX Settlement - 2001
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Natural Gas — NYMEX Settlement - 2002
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Natural Gas — NYMEX Settlement - 2003
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Natural Gas — NYMEX Settlement - 2004
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Natural Gas — NYMEX Settlement - 2005

13.90713.832
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Natural Gas — NYMEX Settlement - 2006
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Natural Gas — NYMEX Settlement - 2007

(July 13, 2007)
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NYMEX Settlement —

2000 to 2007

Natural Gas —
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Natural Gas Storage Levels
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Example May 2001
Regional Price Sampler $0.00

(Financial Times)

Basis Price Differential Above $0.00
From Henry Hub e $0.00

Rockies }

$4.06
-$0.81

San Juan Panhandle

$4.22 $4.74]
iO.lS East Texas

May 2001 RegiorTeiggs YRS North La. Area

Price Sampler $4.82 Corpus $4.81

(Dollars Per MMbtu -$0.05 Christi -$0.06

$4.75

$4.79 ‘/ $0.44
New Mexico N. Texas | |-$0.08 '




Energy Procurement Process
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Who Decides the Path Taken

The Facility Manager
The Energy Manager
The Purchasing Depit.

GovEnergy

k www.govenergy.gov



Time and Resources Allocation Issues

Time to carry out the procurement process.

Sufficient knowledge to comfortably carry out the
process.

Internal support of other departments within the

- GOVEnergy
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Competitive Process

Create an Energy Team

Facilities
Accounting
Legal

~GovEnergy
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Assembling the Necessary Information

Non-Energy Related Information

Facilities Physical Information (Maps, plant
descriptions, etc

Financial Information (Annual Report type info)
Corporate General Information (Public Relations type

GovEnergy
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Assembling the Necessary Information Continued

Energy Related Data Nicor 1 888 NICOR 4U
1 or 2 years worth of Gas bills yrC Aocount 12245878

123 Energy St M

or usage information from Aopun " Meter Reading

Payment Information

Previgus acct balance 6238 Section
G aS L D C Payment rec’d thank you 62,36

Meter Reading f
. Current: T358 Estimated Meter Reading - FEhlIJEIr]' 3, Zﬂﬂr
O n e C I ean CO py Of an e ntl re Previous: 7275 Actual Meter Reading .
Difference: 83 (32 days) Deliv ery ChargES

Gas bl” for eaCh Account, Conversion to Therms: 33 x 1.013 BTUF Section

Delivery Charges

Monthly Custorner Charge:

preferable the mOSt recent First 20 Therms ' 20.00 @ 1473 =2.95

21 - 50 Therms 30.00 @ 0578 =1.74
Ower 50 Therms 44 21 @ 0519 = 2.29
Environmental Recovery Cost 8421 @ .0035= .33

Any other data available from Franchise Cost A@oss 3

Govarnmental Agency Adj. 08

the LDC Natural Gas Cost

84 21 Therms X 06700 $ 63.12

Some Utilities Charge for o LD T S

State Tax 9421 @ 024 Section

Information, Some Do Not Utlty Fund Tax 79,60 @ 10%

Municipal Tax e 79.60 @ 5.15%

Tot current bill

Have you conziderad ol k= ¥ A=
payTmans fo cushion Section

Thank you for pour promEe S pITem reGn
&8 U cuslomer.

Total Amount Due
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Which Energy Service Providers Do | Solicit?

How Many Gas Marketers will you
solicit?

Are They Licensed in the State?
National, Regional, and/or Local
Financial Capabilities,

~GovEnergy
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Writing the Request for Proposal

Introduction
General Conditions (Typical)

Questions Relative to Gas Marketers (Financial, Existing
Clients, etc....)

Detailed Questions on Energy Services
Pricing - Methods to present pricing

~GovEnergy
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Issuing the Request for Proposal

Recelve Faxed or emailed

Confidentiality Statements.

Mail/email all Request for
Proposals at the same time.

Verification of Receipt.

- GOVEnergy
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Reviewing the Proposals

Non Economic
ESP retail experience
ESP financial position

Strength in answering
the RFP, references

Economic

Terms and Conditions of
Contract

Rich Costello
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Major Areas of Concern in the
Natural Gas Purchasing Contract

Gas Usage Upper & Lower Limits - Bandwidth
Early Termination and Results, +/-

What are you actually buying — Defined, ie Shrinkage
Force Majeure

- GOVEnergy
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The Natural Gas Purchase Agreement

Negotiate a contract with advantageous terms and
conditions tailored to your particular load profile.

The proper terms & conditions are extremely important,
often times more important than price differences.

Once you are comfortable with several contracts, then

- GOVEnergy
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Review of the Natural Gas Procurement Process

Develop and Facilitate
Client Energy Teams
Select Qualifying
Energy Service
Providers

Obtain the Proper Ut|||ty

~GovEnergy

www govenergy.gov

Negotiate Energy
Purchase Agreements

Check LDC Rules

Monitor Energy Service
Providers

Review Contract




Things to Remember

Always investigate all your energy usage alternatives.

Begin gathering your energy information now.

- GOVEnergy
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Things to Remember Continued

The competitive process has a successful history of
generally providing the best results.

Treat the energy procurement process in a similar manner
to other type of purchasing process, yet understand the

- GOVEnergy

< www.govenergy.gov



Thank you very much

Any Questions 2?

Richard Costello
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