RESOLUTION

R-09-137
CITY HALL:  APRIL 2, 2009
BY:
COUNCILMEMBERS MIDURA, CARTER, HEDGE-MORRELL, AND 

WILLARD -LEWIS

IN THE MATTER OF ENTERGY NEW ORLEANS, INC.’S APPLICATION OF ENTERGY NEW ORLEANS, INC. FOR A CHANGE IN ELECTRIC AND GAS RATES PURSUANT TO COUNCIL RESOLUTION R-06-459

DOCKET NO. UD-08-03

RESOLUTION AND ORDER RATIFYING GAS HEDGING PLAN

WHEREAS, pursuant to the Constitution of the State of Louisiana and the Home Rule Charter of the City of New Orleans (“Charter”), the Council of the City of New Orleans (“Council”) is the governmental body with the power of supervision, regulation and control over public utilities providing service within the City of New Orleans; and 
WHEREAS, pursuant to its powers of supervision, regulation and control over public utilities, the Council is responsible for fixing and changing rates and charges of public utilities and making all necessary rules and regulations to govern applications for the fixing and changing of rates and charges of public utilities; and 

WHEREAS, Entergy New Orleans, Inc. (“ENO” or “Company”) is a public utility providing electric service to all of New Orleans, except the Fifteenth Ward (“Algiers”), and gas service to all of New Orleans; and

WHEREAS, Entergy Louisiana, LLC (“ELL”) provides electric service to the Algiers section of New Orleans; and

WHEREAS, in Resolution R-06-459 the Council approved the 2006 Agreement in Principle (“2006 AIP”) reached between its Advisors and ENO; and

WHEREAS, among other things, the 2006 AIP required ENO, commencing for the summer 2007 load period to acquire on favorable terms and conditions an incremental resource having the shaping characteristics described below:

Approximately 50 MW of an energy-only product at market-based heat rates or an approximate equivalent product with a lower heat rate but one that includes a capacity or reservation charge.  Such product would generally be consistent with ENO’s load following requirements and would include reduced or no-take provision for hourly off-peak periods;

WHEREAS, by the terms of the 2006 AIP, the requirement that ENO provide such a product no longer exists, and ENO has notified our Advisors that current circumstances do not support such an assignment for 2009; and

WHEREAS, by letter dated March 12, 2009 [Attachment 1], ENO’s Vice President of Regulatory and Governmental Affairs, Tracie L. Boutte, notified the Council Utility Committee Chair, Councilmember Shelly Midura, that “The Company has identified a potential limited opportunity for ENO to undertake a gas hedge plan that may achieve this objective in light of the favorable current forward market conditions for natural gas this summer.  The Company has determined that, by implementing an appropriate gas hedging program, ENOI can provide energy to its customers for the June through September 2009 time frame at a cost that is: (1) less than the cost of the 2008 50 MW block purchase and (2) helps to mitigate the effects of potential volatility that can be associated with the price of natural gas utilized by ENOI’s generation facilities.”; and

WHEREAS, during the summer of 2008, ENO’s average price for natural gas used at the Michoud facility for boiler fuel ranged between $8.34/MMBTu and $12.41/MMBTu; and

WHEREAS, with current natural gas prices for the summer of 2009 in the $4 to $5/MMBTu range, an opportunity exists for ENOI to use financial contracts to ensure that its cost for Michoud energy, including both the energy used in lieu of the 50MW block purchase in 2008 and the Michoud energy retained for ENOI use in 2008, is below that of the cost incurred in 2008, which would represent substantial savings for the residential, commercial, and industrial ratepayers of New Orleans; and

WHEREAS, with the understanding that time was of the essence, and with the express understanding that this matter would be presented to the Council for subsequent ratification, the Chair of the Utility Committee, by a letter dated March 13, 2009 [Attachment 2], authorized ENO to immediately undertake the execution of the proposed hedging program as soon as possible, but in no event later than next five (5) business days from the date of the letter, subject to credit considerations. Further, upon implementation of the proposed hedge program, ENO was authorized to include as eligible fuel expenses any gains or losses from the proposed hedge program in ENO’s monthly fuel adjustment clause. Council Utility Committee Chairwoman Shelley Midura also noted that (1) ENO would still need to purchase the physical gas necessary to fuel Michoud, (2) encouraged ENO to use its standard practices in acquiring that gas and (3) that the authorization did not constitute a Council directive for ENO to enter into such transactions in the future.

WHEREAS, by letter dated March 19, 2009 [Attachment 3], the Chair of the Council Utility Committee was informed that on March 17, 2009, ENO had implemented its proposed 2009 summer hedging plan by purchasing four (4) financial swaps at the following weighted average price:  $4.212 June; $4.228 July; $4.314 August and $4.372 September; and

WHEREAS, considering the exigent circumstances requiring immediate action by the Chair, and further considering the substantial savings that will be received by the ratepayers of New Orleans; now therefore:

BE IT RESOLVED BY THE COUNCIL OF THE CITY OF NEW ORLEANS THAT the action taken by the Chair of the Council Utility Committee by letter dated March 13, 2009, authorizing ENO’s Proposed 2009 Summer Hedging Plan and ENO’s purchase of the financial swaps is hereby RATIFIED.

RESOLUTION WAS READ IN FULL, THE ROLL WAS CALLED ON THE ADOPTION THEREOF AND RESULTED AS FOLLOWS:

YEAS:

NAYS:

ABSENT:

AND THE RESOLUTION WAS ADOPTED.
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