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North American Energy Standards Board

1301 Fannin, Suite 2350, Houston, Texas 77002

Phone:  (713) 356-0060, Fax:  (713) 356-0067, E-mail: naesb@naesb.org


Home Page: www.naesb.org

   via posting

TO:
Joint Retail Electric Quadrant and Retail Gas Quadrant Contracts Subcommittee and Posting for Interested Parties
FROM:
DeDe Kirby, Meeting/Project Manager

RE:
Joint REQ and RGQ Contracts Subcommittee Conference Call Meeting with Web Conferencing Draft Minutes – July 6, 2006
DATE:
July 27, 2006
RETAIL ELECTRIC QUADRANT AND RETAIL GAS QUADRANT

JOINT CONTRACTS SUBCOMMITTEE Conference call MEETING

July 6, 2006
REDLINED DRAFT MINUTES
1. Administrative

Ms. McCain opened the meeting and welcomed participants.  Ms. Kirby read the antitrust guidelines.  Participants introduced themselves.  Mr. Overtree moved to adopt the agenda as posted and Mr. Mason seconded the motion.  The agenda was adopted by consensus.  Mr. Mason moved to adopt the 6/19/06 minutes as drafted and Mr. Strohmeier seconded the motion.  The minutes were adopted by consensus.  
2. Continue review of Select Energy’s informal comments on Draft Contract
Mr. Overtree added in Select Energy’s comments to the draft contract.  That document Draft Contract with Select Energy's comments added was reviewed by the group.  Mr. Mason explained that Select Energy had submitted their comments as special provisions they add to the NAESB WGQ Base Contract for the Sale and Purchase of Natural Gas.  He added that their principle place of business was the northeast and that some of their special provisions were structured toward that area of business.  Mr. Mason said that the topic of most of the special provisions had already been discussed and decided upon by the group.  
The group decided the definition of “Business Meter” provided by Select (footnote 1) was too prescriptive and did not allow for the flexibility needed by other industry participants.  The group decided the definition of “Confirm Deadline” (footnote 2) corresponded to the WGQ definition and was most likely left out of the Retail Base Contract as an inadvertent omission.  The definition was accepted.

The group decided the definition for “Consumption Month” (footnote 3) was generally used for large accounts only and did not apply to a contract that would be used on a broad basis.  The group also rejected the definition of “Costs” (footnote 4) because the definition for the term differs significantly from state to state and depends on the specific transaction itself.  The group agreed this language should be included in the special provisions section of the contract.  The group did not accept the definition for “LDC” (footnote 5) because it is not commodity neutral and the term is included in the definition of “Distribution Company”, and therefore redundant.  The definition of “Spot Price” (footnote 6) was decided to be too restrictive and not appropriate for inclusion in this contract.  The group agreed it was up to the parties to decide upon this term.  
The language under section 3.2 “Spot Price” (footnote 7) was rejected because it is not commodity neutral.  Section 3.3 (footnote 8), containing the language on the unwinding of a contract, was not accepted because the language pertaining to force majeure was not universal in use and should be left to special provisions.  In addition, the portions the group thought were universal in use and beneficial to the general contract were a duplication of the default procedures.  

Proposed Sections 4.6 and 4.7 (footnote 9 and 10) pertains to imbalance charges.  The first sentence of proposed Section 4.7 (footnote 10), which reads “The parties shall use commercially reasonable efforts to avoid imposition of any Imbalance Charges”), was accepted and added to the end of section 4.3.  This language is included in Section 4.3 of the WGQ Base Contract.  Because of the different approaches the industry takes to this issue, the group thought it best to leave the remainder of the proposed language to the Transaction Confirmation.  

Section 4.7 (footnote 11) was accepted because it was originally included in the WGQ Base Contract under section 4.3.  Also, Mr. Strohmeier noted that parties have an implied right to the information needed to complete the transaction so no harm was done by adding in the section.  

Section 5 (footnote 12) was not accepted because it was agreed this language should be up to the parties to include in special provisions as it was too specific to certain situations for the general contract.  The language added to section 7 (footnotes 13 & 14) was rejected, although the subcommittee did add language to clarify that the non-defaulting party could specify an early termination date in accordance with the Distribution Company’s rules and practices.  
The group discussed the proposed changes under section 7 (footnote 15).  It was noted by Mr. Overtree that remedies that are specific to one party (in this case the Supplier) will not be upheld by bankruptcy courts.  Mr. Strohmeier noted that an additional goal of this section was to state that the original prices of the contract would be paid, regardless of the market price.  He added that it was a possible that the breaching party could benefit from this clause.  The group agreed that such language should be added to special provisions if the parties contracting thought it necessary.  The group agreed that the inclusions of the additional language in section 7 (footnote 16) related to transportation costs should be left to the discretion of the parties.  
The group agreed the additions to section 7.5 (footnotes 17 and 18) did not add to the clause.  Therefore, the changes were rejected.  The group agreed that the language in section 8.7 (footnote 19) should be rejected.  Mr. Overtree noted that if functions can still be performed, they do not fit under the clause of force majeure. He explained that generally it is the responsibility of the party claiming force majeure to find a way to fulfill its obligations; it is generally up to the party forcing compliance to pay any extra costs associated with this compliance.  
The addition to section 9 (footnote 20) was accepted by the group because it did no harm to the contract and was fair to the parties to the contract.  The language included under footnote 21 was modified and the last sentence rejected because it is specific to geographic areas and should not be included in the general provisions.  The subcommittee rejected the dispute resolution clause added under footnote 22 because these additions are left to the parties to the contract to negotiate.  Different parties prefer different procedures. 
Ms. McCain stated that the language included under section 12.4 (footnote 23) was fine as concerned assignability of the contract, as long as the parent company guarantees the affiliate company.  Mr. Overtree added that one of the parties (parent or affiliate) must be creditworthy; however, if the parent company was creditworthy the affiliate company did not need to be so.  Mr. Overtree added that permission was needed to assign the contract to any other party aside from the parent or affiliate.  The language was revised to clarify these points.  The language under footnote 24 was rejected because it is inconsistent with the clause under footnote 23.   
All revisions made to the contract can be viewed in Redlined Contract as of 7/06/06.          
3. Review and discuss written and oral procedures contained in the contract
Discussion delayed until the next meeting.         
4. Review draft User Guide

Discussion delayed until the next meeting.
5. Next Meeting/Action Items/Other Business

Ms. McCain noted that those items postponed would be covered at the next meeting.  She added that the subcommittee would like to take the contract before the REQ/RGQ BPS during its September meeting.  New meetings were scheduled for July 27, August 14, and August 28.  
6. Adjourn

Mr. Mason moved to adjourn and Mr. Zavodnick seconded the motion.  The meeting was adjourned at 12:31 p.m. Central time.
7. Attendees

	Name
	Organization

	Angela Gonzales
	NAESB

	DeDe Kirby
	NAESB

	Jack Mason
	EnergyWindow 

	Marcy McCain
	Duke Energy Gas Transmission

	Ed Overtree
	Calpine Corporation

	Judy Ray
	Southern Company

	Michael Strohmeier
	Constellation New Energy

	Steve Zavodnick
	Baltimore Gas & Electric
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