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TO:
NAESB WGQ Contracts Subcommittee Meeting Participants and Posting for Interested Parties

FROM: 
Todd Oncken, Deputy Director

RE:
Meeting Minutes - July 12, 2004
DATE:

July 19, 2004
North American Energy Standards Board
Wholesale Gas Quadrant Contracts Subcommittee

July 12, 2004 in Houston, TX 

Draft Minutes
1.  
Welcome

Ms. Corcoran called the meeting to order and welcomed participants.  Mr. Oncken gave the antitrust advice.  Participants introduced themselves.  The draft agenda was reviewed.  Mr. Scheel moved, seconded by Mr. Austin, to adopt the agenda as written.  The motion passed unanimously.  
2. Review and discussion of pending requests for standards
Request R03033 (Arbitration):  Mr. Ulicne presented the request submitted by the American Arbitration Association (AAA).  Mr. Ulicne stated arbitration is cost-efficient and effective and urged the Contracts Subcommittee to include a standard mediation and arbitration provision in the NAESB Base Contract for Purchase and Sale of Natural Gas (Base Contract), as requested.  Mr. Ulicne stated that although the request proposes including the AAA rules, discussing use of arbitration in the agreement would be a starting point that could perhaps lead to discussion of the adoption of specific rules. 
During discussion there was not support for including language into the Base Contract.  Reasons stated included:  the arbitration clause is typically a negotiated item; it would be difficult to agree to standard language; some organizations have a policy against including arbitration clauses in agreements; and an arbitration clause might not be appropriate for all uses of the Base Contract (firm and interruptible sales for 1 hour to 10 years).  It was also noted that an arbitration provision was discussed during the previous Base Contract revision and there was not support for its inclusion in the contract.
However, the subcommittee discussed whether it would be appropriate to include arbitration language as a model, outline, or annex to the Base Contract.  Mr. Novak noted that discussing the arbitration language in that manner would allow the subcommittee to determine how well the language was accepted among the industry while not becoming a mandatory part of the Base Contract.  As an alternative, Mr. Novak suggested the subcommittee consider creating an outline that would provide the structure for an arbitration clause, but allow individual organizations to draft the actual language.  He noted the Retail Quadrants have used this approach for other agreements.  Several participants, including Mr. Scheel and Mr. Novak, supported the concept if the subcommittee moves forward to discuss the request, since this approach would make it an optional element of the Base Contract.
Request R03033 was slated as an agenda item for the next meeting.  Discussions are expected to include whether arbitration language should be included as a model, outline, or annex.  
Request R04017 (Trading Partner Agreement):  Mr. Novak presented the request, noting that a minor change to the WGQ EDI Trading Partner Agreement (TPA) would make it applicable for use as a NAESB standard in a retail context.  He noted that the proposed change, outlined in the request, does not change the substance of the agreement.  Mr. Novak stated that since the WGQ, REQ and RGQ have developed, and are in the process of adopting, a joint EDM, it makes sense that the TPA could be adopted as well.  

It was noted that the Triage Subcommittee assigned the request jointly to the WGQ Contracts Subcommittee, REQ SUIS and RGQ SUIS.  Participants discussed different approaches for working collaboratively.  It was decided that the Contracts Subcommittee would make the requested modification, and any other appropriate changes, and forward the modified document to the REQ SUIS and RGQ SUIS for their consideration.  All three subcommittees would vote on the final document.
Request R04017 was slated as an agenda item for the next meeting.  It was requested that any proposed modifications to the TPA be submitted as work papers prior to the meeting.  
Request R04019 (ISDA Gas Annex):  Mr. Sappenfield presented the request.  Mr. Sappenfield stated ISDA has worked through a first draft of a gas annex to the ISDA agreement and has requested input from NAESB.  Mr. Sappenfield volunteered to coordinate future action on the request.  Mr. Sappenfield stated the subcommittee needed an understanding of how the ISDA master agreement works to understand the proposed gas annex and will work with Mr. Bunkin to coordinate a presentation on the ISDA for a subsequent meeting.
During discussion Ms. Sager stated ISDA was nearing publication of its first version of the gas annex.  Mr. Sappenfield agreed that was likely, but added any comments the subcommittee provided could be considered for the next version of the gas annex.  The subcommittee supported making comments that would be considered for inclusion in the document, but did not support rubber-stamping the agreement.  Additionally, Mr. Kline suggested that a comparison of the Base Contract provisions against the ISDA and ISDA Gas Annex provisions would be helpful in evaluating the agreement and making comments.  Ms. Greenblatt noted that the adequate assurance and confirmation procedures appear to be different.  Mr. Sappenfield will follow up with Mr. Bunkin on how ISDA intends to consider the subcommittee’s comments and whether a comparison of the two agreements is available.    
The subcommittee will work on Request R04019 through single topic meetings.  Mr. Sappenfield will submit the most current version of the draft gas annex and ISDA Master Agreements for posting.  
3. Review and discussion of pending requests for clarification
Request C03006 (Base Contract):  Mr. Novak reviewed the request for clarification, noting that noted the Interpretations Subcommittee referred the request to the Contracts Subcommittee for determination.  Mr. Novak stated there have been differing interpretations about whether, pursuant to the Base Contract, disclosing counterparty information was appropriate when price reporting was required.  Mr. Novak stated that clarity on the issue was very important in the current environment.  

During discussion it was noted that the FERC is currently considering whether counterparty should be identified and disclosed; as well as other instances of litigation on the issue.  Participants were reluctant to interpret the contract, noting that an interpretation of the contract would not carry any legal weight and could be viewed as an amendment to the contract since it potentially changes the parties’ understanding at the time the contract was executed.  Pending the outcome of pertinent FERC proceedings, Mr. Novak indicated he would consider filing a request for standards to amend the Base Contract. 
4. Discussion of possible activities for a gas annex to the EEI Power Contract
Ms. Sager stated the EEI drafting committee has been working on an annex to the EEI Contract that would allow parties to trade physical gas.  Ms. Sager stated the draft includes pertinent sections from the Base Contract that address the gas commodity.  She noted the group has been working on the draft for approximately six months.  Ms. Sager projected the annex would be published and available in approximately two weeks.  As the Contracts Subcommittee’s role in regards to this effort was undetermined, Ms. Corcoran will contact Ms. Lauderdale to discuss whether any action on the part of the subcommittee is required and report back to the subcommittee at the next meeting.  
5. Other Business

The subcommittee scheduled a conference call for August 19 from 1:30 to 3:30 p.m. Central to discuss Requests R03033, R04017 and have an update on the possible annex to the EEI Power Contract.  Request R04019 will be discussed separately, at a meeting TBD.
6.
Adjourn

The meeting adjourned at 3:00 p.m. Central.

7.
Attendance

	Name
	Organization
	Notes

	Jason Austin
	Cinergy Marketing & Trading
	In Person

	Martha Braddy
	BG LNG Services, LLC
	In Person

	Cynthia Corcoran
	Enbridge Pipeline
	In Person

	Mary Francis Edmonds
	Williams
	Phone

	Marcia Greenblatt
	Sempra Energy Trading
	Phone

	Dona Gussow
	Florida Power & Light Company
	Phone

	Tom Heckathorn
	Columbia Distribution
	Phone

	Jason Klein
	BG LNG Services, LLC
	In Person

	Melissa Lauderdale
	Edison Electric Institute
	Phone

	Tracy McLaughlin
	American Electric Power
	Phone

	Ruby Melton
	Louis Dreyfus
	Phone

	Bill Newbold
	Detroit Edison
	Phone

	Michael Novak
	National Fuel Distribution
	Phone

	Todd Oncken
	NAESB
	In Person

	Rochelle Pleasant
	Total Gas & Power
	In Person

	Denise Rager
	NAESB
	In Person

	Mark Russell
	Salt River Project
	Phone

	Elizabeth Sager
	UBS
	Phone

	Keith Sappenfield
	EnCana Corp
	Phone

	Mark Scheel
	ChevronTexaco
	In Person

	Bobby Shockley
	El Paso Production
	In Person

	Sherry Stofer
	Cinergy Marketing & Trading
	In Person

	Cathy Szasz
	American Electric Power
	Phone

	Anthony Targan
	DTE Energy Trading
	Phone

	Rick Tucker
	EnCana
	Phone

	David Ulicne
	American Arbitration Association
	Phone

	David Webster
	Calpine
	In Person
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