Consumption Band Discussion


How will Enron settle with our customers based on different scenarios of usage and market prices vs. contractual baseline, consumption band terms and contract prices.

The Diagram which John presented in our meeting two weeks ago is the following diagram:








Based on the above conditions and below scenarios, here is how our settlements group would process the information.  Some of these results may change based on how the consumption band pricing terms are defined in the deal.


[image: image1.wmf]1 - Settle based on delta's between Volumes and Prices (Deviation is always a bill to the customer):
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2 - Settle based on Market Price and Delta of Volume:
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3 - Settle based on Contract Price and Delta of Volume:
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Next step is to validate these and other scenarios with the old and new contracts.  We are currently in the process of gathering contracts.
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		1 - Settle based on delta's between Volumes and Prices (Deviation is always a bill to the customer):

				Contract		Contract		90%		110%		Actual		Net MW		Market		Price		Customer

		Scenario		Baseline		Price		Consumption		Consumption		Consumption		Difference		Price		Difference		Rev / (Exp)		Comments

		A		50		$   50.00		45		55		70		15		$   60.00		$   10.00		$   150.00		Bill To customer

		B		50		$   50.00		45		55		70		15		$   40.00		$   10.00		$   150.00		Bill To customer

		C		50		$   50.00		45		55		30		-15		$   60.00		$   10.00		$   150.00		Bill To customer

		D		50		$   50.00		45		55		30		-15		$   40.00		$   10.00		$   150.00		Bill To customer

		2 - Settle based on Market Price and Delta of Volume:

		E		50		$   50.00		45		55		70		15		$   60.00				$   900.00		Bill To customer

		F		50		$   50.00		45		55		70		15		$   40.00				$   600.00		Payment to customer

		G		50		$   50.00		45		55		30		-15		$   60.00				$   (900.00)		Bill To customer

		H		50		$   50.00		45		55		30		-15		$   40.00				$   (600.00)		Payment to customer

		3 - Settle based on Contract Price and Delta of Volume:

		I		50		$   50.00		45		55		70		15		$   60.00				$   750.00		Bill To customer

		J		50		$   50.00		45		55		70		15		$   40.00				$   750.00		Payment to customer

		K		50		$   50.00		45		55		30		-15		$   60.00				$   (750.00)		Bill To customer

		L		50		$   50.00		45		55		30		-15		$   40.00				$   (750.00)		Payment to customer






