
Equation 1: FPP = F + FB + PI
Equation 2: FPF = F + FB
Equation 3: PB = FB + PI

L1D = Henry Hub Futures Settlement Price on the Last Trading Day For That Contract
IFERC = Inside FERC Monthly Index Price For That Location

1 Buy Trade, 3 Sell Trades
BUY SELL

Equation 1: FUTURES (F) 1. FIXED PRICE PHYSICAL (FPP) ($5.50)
= FINANCIAL BASIS (FB) L1D $5.00 2. FUTURES (F)

PHYSICAL INDEX (PI) El Paso IFERC L1D + $0.50 3. FINANCIAL BASIS (FB)
El Paso IFERC + $0.02 4. PHYSICAL INDEX (PI)

($5.50) $5.52
$0.02 Profit/Loss

1 Buy Trade, 2 Sell Trades
Equation 2: = FUTURES (F) BUY SELL

FINANCIAL BASIS (FB) 1. FIXED PRICE FINANCIAL (FPF) ($4.75) El Paso IFERC
L1D $4.60 2. FUTURES (F)

El Paso IFERC L1D + $0.50 3. FINANCIAL BASIS (FB)
($4.75) $5.10

$0.35 Profit/Loss

1 Buy Trade, 2 Sell Trades
BUY SELL

Equation 3: = FINANCIAL BASIS (FB) 1. PHYSICAL BASIS (PB) L1D + $0.15
PHYSICAL INDEX (PI) El Paso IFERC L1D + $0.19 2. FINANCIAL BASIS (FB)

El Paso IFERC + $0.02 3. PHYSICAL INDEX (PI)
$0.15 $0.21

$0.06 Profit/Loss
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