REVIEWED BY:  Eric Boyt  

DATE:         1/25/02


	Counterparty:
	Williams Energy D&T (Seller)



	Contract Name and Date:
	Gas supply agreement between Apache and Ponderosa Pines (formerly Tenaska)



	Contract Number:
	Not sure of ENA #, ENA is Agent for Ponderosa (Buyer)

	Contract Type:
	Gas Purchase Contract



	Term:
	Operation Date through December 2006



	Receipt Points:
	Various – See Exhibit A, Seller may change points intra-month if given 27 hours in advance of pipeline deadline

	Delivery Points
	Ponderosa Plant (Cleburne, TX)



	Contract Price:
	Varying Fix price:  The demand fee was prepaid, so all that is left is the variable cost of the commodity (varies with delivery/receipt point) (Article 5.2a)

             DEMAND                                COMMODITY
2002 =    $.504                                           $2.55

2003 =    $.529                                           $2.68

2004 =    $.556                                           $2.81

2005 =    $.584                                           $2.95

2006 =    $.613                                           $3.10

For gas delivered to Waha, Texas Point of Delivery, the Commodity Charge is reduced by any fees, originally (1997) to be no greater than $.03/mmbtu, thereafter never more than 105% of previous years limit (Article 5.2b)

	Quantity:
	· DCQ (Daily Contract Quantity) = 25,000/day

· “Seller shall deliver to Buyer the quantities of Gas nominated by the Buyer up to DCQ” (Article 3.1.a)

· Limitations on monthly nominations: “Buyer shall purchase or, …, pay for the MAQ (Minimum Annual Quantity)” (Section 3.4)

· MAQ = 70% (25,000 x 365 days) or 6,387,500 mmbtu

· If at the end of a contract year the Buyer has purchased less than the MAQ, then there is a “Deficiency Payment” owed (Article 3.5). 

· At the end of each month, a 12-month look back is calculated to determine if the Buyer has taken what would be the MAQ, and “margining type provisions apply” with the Buyer being required to post a Letter of Credit.

· Nomination Notification: ENA must notify 10 days prior to month on monthly nomination; 48 hours for daily nominations

· Limitations on Daily Nominations: “Buyer may, without liability, adjust its Daily Nomination in accordance with the operational provisions of the general terms and conditions of the Transporters (Lone Star). (Article 3.2(f))

Bottom Line (in my opinion):  We can nominate on a monthly basis anywhere between 0 and 25,000 mmbtu/day.  If we do not nominate the MAQ we would be subject to deficiency payments at the end and LC costs during the year.  
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