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Background

· NNG originally entered into an agreement with ECS to swap gas for Hphrs when Hubbard was constructed in 1995.

· The contract was revised in 1997 to adjust the applicable levels for heat rate and O&M reimbursement.

Current Situation

· NNG subject to monthly take-or-pay minimums for usage

· NNG missed minimum usage levels 8 months in 1999 equivalent to 86,000 Mmbtus. 

· Heat Rate (energy charge) is 10,300 Btu/Hphr

Proposal A – Eliminate Minimums and Increase Heat Rate

· Monthly minimums are eliminated

· Heat rate increases to 18,157 Btu/Hphr at average load factor

· ECS pays NNG contract termination fee of $3.9 MM ($2.25/mmbtu)

· Increased heat rate results in a PV premium of $6.1 MM

Proposal B – Eliminate Minimums, Increase Heat Rate, with Rebate

· Monthly minimums are eliminated

· Heat rate increases to 15,250 Btu/Hphr at maximum load factor

· NNG pays ECS as if usage was maximum load factor

· ECS rebates difference between maximum and actual back to NNG annually at  $2.39/mmbtu

· NNG expected rebate is $1.1 MM per year

· ECS pays NNG contract termination fee of $4.3 MM

· Termination fee and rebate equal PV $13.3 MM

· Increased heat rate results in a PV premium of $14.3 MM
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