Comments about changes to the LLC agreement(s)

First of all, Chris gave me the agreements but he is on vacation so I have not had a chance to hear the rational behind some of the changes.  With that in mind, below are my thoughts regarding the changes to the agreements.

1) With regards to the Amendment to the firm Gathering agreement, I think most of you understood my comments and I received a call from Mark stating that he agreed.

2) Fuel Philosophy on Lost Creek and the changes needed to the agreements to handle fuel.  My philosophy on fuel is any excess or shortfall value ((1% multiplied by physical flow multiplied by CIG index) – Electric bill)) should be shared based on utilization percentages – who was using the pipe/electricity.  If BR is the only gas flowing on the system and 1% of our flow multiplied by the CIG index is > or < the electric bill for compression than we should receive or pay the excess or shortfall.  Conversely if 3rd party gas is the only gas that flows than Enron should receive or pay the excess or shortfall compared to those dollars received based on the individual 3rd party gathering agreements.   Realistically, the gain or loss will be shared based on how we each used the pipeline – if 3rd party flow is 50% of the physical flow than Enron receives 50% of the fuel gain or loss.  Currently the contractual changes I’ve seen don’t allocate the gains or losses based on usage but rather use the ownership percentages (65/35) which don’t necessarily correlate with usage or electric consumption.

3) Purchase Philosophy on Lost Creek.  I want Lost Creek to extract as much value out of the market with the least amount of administrative burden.  With than in mind and remembering that Sept could be a very lucrative month for Lost Creek if CIG and Pony both have maintenance I think giving Enron as much flexibility to market the system as possible is in both our interests.  I also think since we have the sharing mechanism already in place that most of the work should be done for us.  What if we simply put an IT agreement in place for ENA that remained in place every month.  All 3rd party purchases on Lost Creek would be done through ENA and flow on Lost Creek via this IT agreement.  Take all purchases and sales into and out of Lost Creek done by ENA and net the two to calculate a net margin across the system.  Take the margin resulting from the purchases and sales less the IT transport cost and those dollars are allocated using the existing sharing formula.  I have not modeled this at all and remember we have not discussed this internally, but conceptually I think it works.  What do the rest of the commercial people think (Enron and BR)?  I have not worked on any of the lang. or exactly what agreements this would effect but we can if we are in agreement regarding the philosophy/goals.  Let me know your thoughts – please forward this to whoever else needs to review.  Chris/Sylvia lets discuss on Wed.  Thanks, Lee H

