Sempra Energy Trading Corp has reviewed the Gas Annex.  Our comments are as follows: 

1)  Substantively, our largest hurdle is the clause (j) limiting a right to request adequate assurances.  We strenuously believe that ordinary margin does not cover situations in which a party could demand adequate assurances.  We do not believe that margin would be sufficient even if we were to provide for a zero threshold in certain events or even a supercollateral provision.  In dire situations, we do not want to have to return money to only request it the following day when exposure shifts.  Additionally, it is not possible to fully describe every possible situation in which a party may make such a demand.  Clause (j) alone would prevent us from considering the annex.  Worse yet, we are concerned that they are trying to set a standard that is not acceptable to us and we believe does not reflect the industry's position.  
2)  Additionally, the agreement should make reference to the transactions being forward contracts and the parties being forward contract merchants.
3)  We also believe that this is a chance to fix some issues in the NAESB.  Specifically, when the original GISB came out there was no consensus that Buyer should pay taxes at and after the delivery point.  There is such a consensus now, and the agreement should reflect such.  
4)  Finally, the ISDA itself has a 30 day grace period for involuntary bankruptcies.  We believe that this doesn't work for any transaction.  However, we note that this is especially problematic for physical transactions.  No one wants to be in a position of having to delivery physical commodity to a bankrupt party, and I  believe that this is the reason why such a grace period does not appear in any of the industry standard documents for physical commodity.  Even if this provision were not changed in the Master Agreement itself, it needs to be rethought for a physical transaction.
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