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This presentation and its contents have been provided to you for informational purposes only. This 

information is not advice on or a recommendation of any of the matters described herein or any related 

commercial transactions. 

BP is not responsible for any inaccuracies in the information contained herein. BP makes no 

representations or warranties, express or implied, regarding the accuracy, adequacy, reasonableness or 

completeness of the information, assumptions or analysis contained herein or in any supplemental 

materials, and BP accepts no liability in connection therewith.  BP deals and trades in energy related 

products and may have positions consistent with or different from those implied or suggested by this 

presentation.  

This presentation may also contain forward-looking statements. Any statements that are not historical 

facts, including statements about BP's beliefs or expectations, are forward-looking statements. These 

statements are based mostly on publicly available information, estimates and projections and you should 

not place undue reliance on them. These statements are not guarantees of future performance and 

involve certain risks and uncertainties, which are difficult to predict. Therefore, actual future results and 

trends may differ materially from what is forecast, suggested or implied in any forward-looking 

statements in this presentation due to a variety of factors. Factors which could cause actual results to 

differ from these forward-looking statements may include, without limitation, general economic 

conditions; conditions in the markets; behavior of customers, suppliers, and competitors; technological 

developments; the implementation and execution of new processes; and changes to legal, tax, and 

regulatory rules. The foregoing list of factors should not be construed as exhaustive. BP disclaims any 

intention or obligation to publicly or privately update or revise any forward-looking statements, whether as 

a result of new information, future events, or otherwise.

Participants should seek their own advice and guidance from appropriate legal, tax, financial and trading 

professionals when making decisions as to positions to take in the market.

Disclaimer
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$0.30/MMbtu

unique to US and 
municipal systems

bp can provide a 
targeted discount of
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Muni natural gas prepay deals 101
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• A municipal gas prepayment transaction is a combined long-term natural gas (NG) supply contract and a 
structured financing

• A municipal conduit issuer will sell bonds to fund the prepayment of a LT NG supply contract: 
• Interest on bonds issued by State or local governments is generally exempt from federal and sometimes 

state income tax (with restriction around investment-type properties)
• Prepaid suppliers view the receipt of monies up-front through the lens of their alternative sources of capital 

(i.e. the traditional capital markets)
• State or local entities who wish to prepay for natural gas or electricity must own a natural gas distribution 

system or municipal electric generation

• The net result of the transaction is advantage priced NG for the participating municipals and up-front funding 
and a LT NG sales relationship for the prepaid supplier

• Municipal NG prepays enjoy statutory and regulatory support under USA Federal law:
• August 1999 Department of Treasury proposed regulations attempting to modify tax-exempt nature of 

natural gas prepays, calling them investment-type properties and therefore illegal.  However, in April 2002 
specific language was added to regulations stating natural gas and electricity prepays NOT investment-type 
properties.  Also, 2005 Congressional Energy Policy Act supported municipal gas & electric prepayments
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bp as a prepaid supplier
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Newest prepay opportunity
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Prepay industry since 2016

48 transactions totaling 

$32 bn 
of par amount since 2016
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bp  has been involved in 17 of those transactions

2
as prepaid supplier

15
as BtB swap supplier

many others
as physical NG supplier
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bp deal transaction diagram
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Transaction components explained
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Conduit issuer 
• Entity that issues the bonds
• Although issuing the bonds, it is not the issuer’s credit
• Receives bond proceeds and passes them directly to Prepay Supplier
• Receives index gas payments from Municipal
• Pays debt service

Prepay supplier
• Receives bond proceeds, carries as debt on financial statements
• Usually a financial institution (BP is the only non-financial that has 

played this role)
• Credit agencies look largely to this entity when assigning ratings to 

the bonds

Bond holder
• Holders are usually large institutional investors 
• Bond holders look to the credit of the Prepay Supplier
• Bondholders recognize that bonds are non-recourse to Conduit 

Issuer, Municipal Participant, or its customers
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Transaction components explained
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BtB commodity swap provider
• Converts the fixed NG price assumption into an index related transaction
• Cannot be the same entity as the Prepay Supplier
• Receives index and pays fixed to the Conduit Issuer
• Receives fixed and pays index to the Prepay Supplier

Participant and its retail customers
• Municipal enters a pay-as-you go contract 
• Purchases natural gas at a set discount to index
• Can be one municipality or several
• Retail customers are in service territory and under retail tariffs
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Repricing period examples
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• Likely repricing period range.  However, could go to the remaining term of the 
deal.

• **indicative pricing

5-10 years

Min Discount** $0.30 $0.20 $0.20 $0.20

Mkt Discount $0.32 $0.30 $0.17 $0.18

Part Discount $0.32 $0.30 $0.17 $0.18

Participant 
Option

Start of transaction…Deal 
closes meeting all 
discount and reserve 
expectations.

None. Minimum discount is 
met.  

Participant option to leave 
for this pricing period.

Participant option to leave 
for this pricing period.

Bond 
Repricing 
Periods
(30-year total 
term)

5-10* years 5-10* years 5-10* years
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Considerations
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Involved in a very complicated structured financing:
• Not debt of IMGA or its members
• Only agreement executed is a Gas Supply Agreement (“GSC”)  with the debt 

issuer
• IMGA/participants not a party to the hedging derivative

30-year NG contract:
• Priority consumption of NG to meet “qualified use” requirement
• Remarketing of NG option in the event of load loss
• Slightly earlier payment terms (20th or B.D. prior) to meet cash flow requirements 

of structured financing
• Otherwise NAESB like commercial T&C’s
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Summary
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• Municipal gas prepays create a unique way for municipal gas and power 
entities to purchase NG supply at a set discount to index

• IMGA could be a participant in future transactions
• Details needed on further contracting between IMGA and its participants 

and diligencing credit profile of IMGA

• Participant discounts have been $0.30/MMbtu or greater
• Primarily via segmented “put bond” structures
• Looking for the return of the 20- to 30-year fixed discount structure

• IMGA can join BP’s GSGD deal with a simple gas supply contract
• Pricing in late Q2 or Q3 2022

• Or IMGA can join a future deal…there will be more coming


