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Laura B. Kennedy, Meeting/Project Manager 

RE:
Final Minutes from the NAESB Wholesale Gas Quadrant (WGQ) Contracts Subcommittee Meeting on April 10, 2006
DATE:

April 24, 2006
NORTH AMERICAN ENERGY STANDARDS BOARD

WGQ CONTRACTS SUBCOMMITTEE MEETING

April 10, 2006 – 10:00 a.m. to 4:00 p.m., Central 

NAESB Offices in Houston, Texas

FINAL MINUTES
1.
Welcome & Administrative Items

Mr. Sappenfield called the meeting to order.  Ms. Kirby gave the antitrust advice and took roll of attendees.  The draft agenda was reviewed.  Mr. Sappenfield stated that adoption of the minutes from the March 16, 2006 meeting of the Cover Page Task Force should be removed as these minutes have not been posted.  Mr. Novak moved, seconded by Ms. Davis, to adopt the agenda as modified.  The motion passed unanimously.
2. Continue review of proposed modifications to the Base Contract in redline format
The subcommittee reviewed the redline contract posted as a work paper for this meeting:  http://www.naesb.org/pdf2/wgq_contracts041006w8.doc.  References to footnotes in these minutes are references to footnotes in the above referenced document.  During the review, the subcommittee made additional modifications to the contract.  The latest version of the redline contract is posted as an attachment to these minutes on the WGQ Contracts Subcommittee page:  http://www.naesb.org/pdf2/wgq_contracts041006a1.doc.
Discussion of proposal under 10.3.2 for Triangular Setoff:
Mr. Sappenfield stated that many participants have identified issues surrounding inclusion of Triangular Setoff language in the Base Contract, especially regarding binding affiliates when the affiliate does not sign the document.  Duke Energy Gas Transmission (DEGT)also noted that the ability to share information  between  pipelines and their affiliates is limited by FERC Standards of Conduct.  The comments submitted by DEGT  were posted as a work paper for this meeting:  http://www.naesb.org/pdf2/wgq_contracts041006w1.doc. LDCs must also comply with standards of conduct adopted by the states.
Mr. Sappenfield stated that due to the multiple issues surrounding the inclusion of Triangular Setoff language in the Base Contract, the subcommittee should determine whether to include the language in the Base Contract.  Ms. Klecka noted that the Triangular Setoff language is proposed for inclusion as an option.  Parties are free to select the Bilateral Setoff option.  Mr. Mazza stated that the inclusion of the Triangular Setoff language would add another level of complexity to the Base Contract.  Mr. Ishikawa added that even though the language would be added as an option, once the language is included in the Base Contract, it is difficult to negotiate against the adopted language.
Mr. Brown stated that participants from El Paso Exploration and Production met with participants from Cinergy to discuss possible alternative language for the Triangular Setoff section.  He stated that the parenthetical phrase “(including any excess cash margin or excess cash collateral)” that is in the current Triangular Setoff language proposal, if included in the language, should be reviewed by a company’s counsel before inclusion in a Base Contract if receivables have been pledged as collateral.
The subcommittee reviewed the Triangular Setoff language proposals submitted by El Paso and Cinergy.  The El Paso proposal was posted as a work paper for this meeting:  http://www.naesb.org/pdf2/wgq_contracts041006w2.pdf and the Cinergy proposal is included in the redline contract posted as a work paper for this meeting.  There was discussion that the Triangular Setoff language should include two options, Option A, which would be the language proposed by Cinergy, and Option B, which would be the language proposed by El Paso.

Ms. D. Davis asked whether the language submitted by Mr. Noulles for insertion in the Triangular Setoff language:  “The ability of the Non-Defaulting Party to set off the Net Settlement Amount against any amount owed to an Affiliate of the Non-Defaulting Party by the Defaulting Party shall be conditioned upon such Affiliate’s written acknowledgement to the Defaulting Party that such amount theretofore owed to such Affiliate by the Defaulting Party is deemed for all purposes with respect to the Defaulting Party to be fully paid and satisfied” would be included in the Triangular Setoff language recommendation.  Mr. Noulles proposed that the sentence be added to both the Cinergy proposal and El Paso proposal.  Ms. Allen stated that the proposed language submitted by Mr. Noulles would add an additional level of complication to the Triangular Setoff language.  After further discussion, the subcommittee agreed to remove the language proposed by Mr. Noulles from the Triangular Setoff language.
The subcommittee agreed that it would consider two alternatives for the Triangular Setoff language:  (1) the language submitted by El Paso and (2) the language submitted by El Paso with (v) deleted from the language.  These alternatives will be the subject of a vote at the next Contracts Subcommittee meeting.

Discussion of Proposal for Customs Provision:  

The subcommittee considered the language included as a new Section 8.4 regarding customs territory.  Mr. Novak stated that most of National Fuel’s transactions take place in the United States side of the border and that was why the language was drafted to specifically reference the customs territory of the United States.  The subcommittee added a specific cite to the section of United States Code that defines the customs territory of the United States to the proposed language.
Section 2 Definitions:

Footnote 6:  The subcommittee deleted the last sentence of the definition of “Delivery Point(s)”:  “All Delivery Points shall be within the Customs territory of the Transaction Country” in light of the customs language added in Section 8 Title, Warranty, and Indemnity.

Footnote 9:  The subcommittee agreed to add the word “borrowed” to the definition of Indebtedness Cross Default.  
The subcommittee reviewed the definition for “Specified Transaction.”  Mr. Portz stated that the ISDA language that corresponds to this language in the Base Contract addresses other trading transactions that could be covered by and ISDA, but is not covered by the ISDA being signed.  Ms. Allen proposed deleting “or its Gurantor” from the definition.  Mr. Portz stated that the proposed definition for “Specified Transaction” would allow a party to terminate the Base Contract if there is a breach of any other contractual relationship between the parties.  Mr. Portz stated that this language could be used as a tool to close down the relationship between the parties.  Mr. Portz supported adding language to limit the transactions included to other trading contracts and any other parties the parties designate.
The subcommittee discussed whether the definition of “Specified Transaction” should include the list of all of the transactions the parties intend to be covered in the definition or if the definition should except those transactions that the parties do not want to be covered in the definition, with the result being that any transactions not excepted will be considered included within the definition.  Mr. Portz suggested modifying the definition of “Specified Transaction” to:  “Specified Transaction shall mean any obligation of a party of this contract under specified transactions, or types of transactions, specifically identified by the parties in connection herewith.”  Mr. Sappenfield stated that the proposed definition will provide the benefit of requiring parties to identify what transactions are to be covered when the box Transactional Cross Default is selected on the Cover Page.  Mr. Bransgrove suggested modifying Mr. Portz’ proposal as follows:  “to the other under those agreements or types of agreements identified in the Base Contract”.
Cover Page:

The subcommittee reviewed the proposed modification to the Cover Page posted as a work paper for this meeting:  http://www.naesb.org/pdf2/wgq_contracts041006w4.doc.  The subcommittee made additional modifications to the Cover Page.  The revised modification is posted as an attachment to these minutes:  http://www.naesb.org/pdf2/wgq_contracts041006a2.doc.
Page 1:  The subcommittee changed the item “State of Organization” to “Jurisdiction of Organization”.  The subcommittee deleted the items for “Business Type” and “Parent Company”, and added items for “ACH Numbers” and “Checks”.

Page 2:  The subcommittee added “OR” to the items where only one box should be checked.
The subcommittee made other formatting and aesthetic changes to the Cover Page.
Transaction Confirmation Page:
The subcommittee reviewed the proposed modification to the Transaction Confirmation Page submitted by Ms. Gussow of Florida Power and Light posted as a work paper for this meeting:  http://www.naesb.org/pdf2/wgq_contracts041006w6.doc.  The subcommittee did not support modification of the Transaction Confirmation Page in any way.  Mr. Sappenfield noted that most organizations develop their own confirmations based on the form and content of the Base Contract Transaction Confirmation Page.
Title of Base Contract:

The subcommittee discussed Ms. Gussow’s proposal to change the name of the Base Contract to “NAESB Gas Contract”.  Ms. Gussow’s comments were posted as a work paper for this meeting:  http://www.naesb.org/pdf2/wgq_contracts041006w5.pdf.  The subcommittee did not support changing the name of the NAESB Base Contract.
3. Possible Balanced Votes on proposed provisions
No votes were taken during this meeting.
4. Review Draft Recommendation and vote, if applicable
The subcommittee did not review the draft recommendation document.
5. Other Matters
The WGQ Contracts Subcommittee has scheduled a meeting on April 27, 2006 from 10:00 am to 4:00 pm Central.  Mr. Sappenfield stated that during the April 27, 2006 meeting, the agenda will include adoption of all of the outstanding draft minutes; continued discussion of the Cover Page and Transaction Confirmation; review the redline Base Contract that will only include modifications to the original Base Contract language that the subcommittee has supported to date.  The subcommittee will also vote on which language to include for the Triangular Setoff Option, and will vote on any other modifications for which the subcommittee cannot reach consensus.
6. Adjourn
Mr. Zavodnick moved, seconded by Ms. McCain, to adjourn.  The meeting adjourned at 3:59 PM Central.
7.
Attendance
	Name
	Organization
	Attendance

	Jannalyn Allen
	Cinergy Marketing & Trading
	In Person

	Kim Barry
	PPL EnergyPlus, LLC
	Phone

	Rebecca Batchelder
	Amerada Hess Corp.
	In Person

	Randy Bevis
	Cinergy Marketing & Trading
	In Person

	Martha Braddy
	BG Energy Merchants
	In Person

	Alan Bransgrove
	Xcel Energy
	In Person

	Chuck Brown
	El Paso Exploration & Production
	In Person

	Kelly Buechler
	Anadarko Energy Service Co.
	In Person

	Christopher Burden
	Williams Gas Pipeline
	In Person

	Scott Butler
	Consolidated Edison of NY
	Phone

	Ron Clements
	Anadarko Energy Service Co.
	In Person

	Dale Davis
	Williams Gas Pipeline
	In Person

	Mike Davis
	Tennessee Valley Authority
	Phone

	Patti Davis
	Arizona Public Service
	Phone

	Mary Frances Edmonds
	Williams Power
	In Person

	Jill Freret
	Arizona Public Service
	Phone

	DeMonica Gladney
	ExxonMobil
	Phone

	Paramy Graff
	Apache Corporation
	In Person

	Dona Gussow
	Florida Power and Light
	Phone

	Bill Hebenstreit
	El Paso Exploration & Production
	In Person

	Lisa Herrmann
	Chevron Global Gas
	Phone

	Doug Huth
	Apache Corporation
	In Person

	Angie Ishikawa
	SoCal Gas
	Phone

	Richard Ishikawa
	SoCal Gas
	Phone

	Jeff Jarvis
	EnCana Marketing
	Phone

	Stephanie Karm
	El Paso Exploration & Production
	In Person

	Ellen Klecka
	Cinergy Marketing & Trading
	In Person

	Mickey Jo Lawrence
	Apache Corporation
	In Person

	Anne Lovett
	PPL EnergyPlus, LLC
	Phone

	Susan Lum
	El Paso Exploration & Production
	In Person

	Phil Mazza
	Anadarko Energy Services
	Phone

	Marcy McCain
	Duke Energy Gas Transmission
	In Person

	Carol Milanowski
	Williams Power
	Phone

	Tom Noulles
	Williams Power
	Phone

	Mike Novak
	National Fuel Gas Distribution
	In Person

	Stephanie Panus
	BG Energy Merchants
	In Person

	Marjorie Perlman
	Energy East
	Phone

	Matilda Phelps
	Anadarko Energy Service Co.
	Phone

	David Portz
	David A. Portz PC for Total Gas & Power N.A.
	In Person

	Chris Raup
	Consolidated Edison of NY
	Phone

	Porter Ryan
	El Paso Exploration & Production
	In Person

	Keith Sappenfield
	EnCana Marketing
	In Person

	Mike Shepard
	Mewbourne Oil Company
	Phone

	George Simmons
	 NiSource
	Phone

	Ron Theriot
	Reliant Energy Services
	In Person

	Lori Thompson
	AEP
	Phone

	Steve Watson
	Tennessee Valley Authority
	Phone

	Stephany Whitt
	Arizona Public Service
	Phone

	Lori Zabrecky
	PPL EnergyPlus, LLC
	Phone

	Amy Zaguli
	ExxonMobil
	Phone

	Steve Zavodnick
	Baltimore Gas and Electric 
	Phone
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