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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


TO:
NAESB Wholesale Gas Quadrant Contracts Subcommittee, Posting for Interested Industry Participants

FROM: 
Laura B. Kennedy, Meeting/Project Manager 
RE:
Final Minutes from the NAESB Wholesale Gas Quadrant (WGQ) Contracts Subcommittee ISDA Gas Annex Meeting on October 15, 2004
DATE:

October 19, 2004
Wholesale Gas Quadrant
Contracts Subcommittee:  ISDA Gas Annex Conference Call
October 15, 2004
Final Minutes
1.  Welcome & Administrative Items
Mr. Sappenfield opened the meeting and welcomed the meeting participants.  Ms. Kennedy read the antitrust advice.  Ms. Batchelder made a motion to adopt the agenda that was seconded by Ms. Pleasant.  The agenda was adopted without objection.
· Review and Adopt Minutes from Meeting of September 28, 2004

The committee reviewed the draft minutes from the conference call on September 28th.  A member of the group requested that Ms. Calcagno’s name be corrected on the first page of the minutes.  Ms. Batchelder requested that Mr. Cerria’s name be corrected on Pages 3 and 4 of the minutes.  Several members of the group stated that their names were not reflected in the attendees list and requested that the list be modified to reflect their attendance.  Ms. Pleasant made a motion to adopt the minutes as final minutes once these changes were made that was seconded by Mr. Ishikawa.  The motion passed without objection.  Ms. Kennedy stated she would make the noted changes to the minutes.
2.  Review and discuss September 28, 2004 draft of ISDA Gas Annex under Request R04019 to insure changes from the September 28, 2004 meeting are included.
· ISDA Gas Annex draft dated September 28, 2004

The committee reviewed the draft of the ISDA Gas Annex that included the comments by Ms. Panus.  This document is posted as a work paper for this conference call on the NAESB website at http://www.naesb.org/pdf/wgq_contracts101504w4.doc.  This version includes the modifications Ms. Hunt and Mr. Sappenfield made to reflect the changes made at the conference call on September 28th.
Section (a)(ii) Applicability to Outstanding Gas Transactions
In the second sentence, Ms. Pleasant requested that “in respect of,” be deleted and the phrase “with respect to,” be inserted.  The phrase “was issued or entered into,” was also deleted.
Section (f)(ii) Billing, Payment and Audit and (l)(5) Elective Provisions – Payment Date
After discussion, the committee decided to change section (f)(ii) and clause (l)(5) so that the language is consistent in both sections.
Section (f)(ii):  “Buyer shall remit the amount due under clause (f)(i) of this Gas Annex, in immediately available funds to the account specified from time to time by Seller, on or before the Payment Date elected in clause (l)(5) of this Gas Annex.  In the event any payments are due Buyer hereunder, payment to Buyer shall be made in accordance with this clause (f)(ii).”

Section (l)(5):  “Option A: the later of the 25th Day of Month following Month of delivery or 10 Days after receipt of the invoice by Buyer (provided that if the Payment Date is not a Local Business Day, payment is due on the next Local Business Day following that date).”
Section (l)(5):  “Option B: the later of the ___ Day of Month following Month of delivery or 10 Days after receipt of the invoice by Buyer (provided that if the Payment Date is not a Local Business Day, payment is due on the next Local Business Day following that date).”
Section (j) Certain Amendments to this Agreement for Gas Transactions  

The committee reviewed the comments provided by Ms. Panus.  Ms. Panus proposed to insert the phrase “Section 2(a)(i) or (2)(e),” to modify the word “delivery,” in sections (j)(i) and (ii).  This change was accepted.
Ms. Kelly asked if there was a reason for the departure from the NAESB Base Contract Section 7.7 language regarding monthly netting.  Ms. Hunt responded that this language was not included in because there are financial transactions in addition to commodity transactions that are covered under this agreement.  Ms. Hunt stated netting is addressed in Part 4 of the Schedule to the ISDA Master Agreement.

Ms. Kelly asked if it would be possible to add a note in the User’s Guide to inform parties that there was a departure from the NAESB Base Contract on this issue.  Mr. Sappenfield stated that would be an easy addition to the User’s Guide.

Ms. Greenblatt made a motion to adopt the ISDA Gas Annex and send it as a recommendation to the WGQ Executive Committee for adoption as a model.  The motion was seconded by Ms. Pleasant.  The vote was unanimous except for abstentions by Ms. Fries and Ms. Kowch.
The ISDA Gas Annex Model Form can be viewed on the NAESB website at:  http://www.naesb.org/pdf/2004_wgq_r04019a1.doc and is also posted as an attachment to these minutes at:  http://www.naesb.org/pdf/wgq_contracts101504a1.doc. 
· 2nd DRAFT Guide for the ISDA Gas Annex

The committee reviewed the Draft ISDA Gas Annex User’s Guide that included the comments by Ms. Panus.  This document is posted as a work paper for this conference call on the NAESB website at http://www.naesb.org/pdf/wgq_contracts101504w7.doc.

Mr. Sappenfield informed the committee that the user’s guide was developed based on prior user’s guides for other NAESB documents and that NAESB likes to include the disclaimer language that appears at the beginning of this user’s guide.

Ms. Stofer requested that the fonts be consistent throughout the document.  Mr. Sappenfield stated that it was his intention to use one font for the User’s Guide text and a different font where language from the NAESB Base Contract was quoted.  Mr. Sappenfield stated that he would check the document so that the fonts were consistent.

Ms. Thompson noted that the word “expect” should be changed to “except” in the last paragraph on Page 2.  Ms. Stofer requested that the words “counter parties” be changed to one word in this paragraph.  Ms. Lester requested that the last paragraph on Page 2 be reworded so that it is a complete sentence.  At the request of the committee, Mr. Sappenfield stated that he would reword this paragraph so that it would be clearer.
Ms. Panus explained that her proposed changes to Number 2 “Adequate Assurance,” were taken from the language in the ISDA Credit Support Annex.  Mr. Sappenfield stated that this was a good change to this language.
Ms. Batchelder stated that while she did not have a problem with the proviso at the end of Number 2 that advises parties to consult with their own legal counsel, this language is misplaced because this proviso should apply to the whole user’s guide and not just to Number 2.  Mr. Sappenfield stated that this proviso also appears in the disclaimer language but he had just reiterated it in this section.  Mr. Sappenfield suggested this sentence be bolded in the disclaimer language so that it will stand out to those who use this guide.  The committee agreed to this change.

Ms. Greenblatt requested discussion of the Mobile Sierra provision in Number 3.  Ms. Greenblatt stated that under current conditions this provision has no application in the Gas Annex.  Mr. Sappenfield responded that this provision is applicable for transactions in which the FERC has jurisdiction over sales made by pipelines that index prices under their tariff that are required to be filed with the FERC.  Mr. Bunkin told Ms. Greenblatt they could discuss this issue offline and come back to the committee with any proposed changes to the language.  Mr. Sappenfield stated that if Ms. Greenblatt and Mr. Bunkin can agree to changes, they would be incorporated in the User’s Guide.
Ms. Fries asked Mr. Sappenfield if anyone had considered a site to the Canadian equivalent to the United States Bankruptcy Code to Number 4.  Mr. Sappenfield stated that there will be a Canadian addendum to the ISDA Gas Annex that will also include a User’s Guide that will make changes so that the document can be used in Canada.  Ms. Hunt stated that ISDA has developed a Canadian supplement and that she would consult with Ms. Summe to determine if the Canadian supplement to the ISDA Gas Annex will be introduced at the same time the United States version is introduced.

Mr. Sappenfield stated that if the Canadian supplement is introduced after the base document is introduced he thought the User’s Guide should remain the same and once the Canadian supplement is available, the User’s Guide can be revised so that there will be a companion guide for the Canadian supplement.  Mr. Sappenfield noted that this would be identified as supplemental work by this group so that there would not have to be another request sent to NAESB.

Ms. Thompson noted that the word “reduced,” should be changed to “reduce,” and the word “delivery,” should be changed to “deliver,” and that the last sentence needed a period in Number 6.
Mr. Ishikawa stated that he objected to Number 8 because the statements in Number 8 could work to prejudice the parties.  Mr. Ishikawa stated that it was his preference for this section to be deleted from the User’s Guide but this issue could be addressed when the NAESB Base Contract is reviewed again.  There was no objection to this change and Number 8 was deleted from the User’s Guide.  Number 9 was also deleted for the same reason.
Based on the review of the Gas Annex, Mr. Sappenfield stated that he would add a section to the User’s Guide that reminds users about NAESB Base Contract Section 7.7 that addresses netting.  Mr. Sappenfield said he would state in this section that the ISDA Master Agreement deals with netting under Section 2(c), and parties should review this section prior to execution or incorporation of the annex.

Ms. Kelley requested that the sections in the User’s Guide be reorganized.  Mr. Sappenfield offered to reorganize the sections so that the order will reflect the order of the sections in the ISDA Gas Annex.  Mr. Sappenfield stated that he would place general comments in the beginning of the User’s Guide and place everything else in accordance with the order of the Gas Annex.  There was no objection to this change.

Ms. Greenblatt made a motion to adopt the User’s Guide subject to agreement between Ms. Greenblatt and Mr. Bunkin on the Mobile Sierra language, the requested font standardization, incorporation of a section that addresses NAESB Base Contract Section 7.7, and reorganization of the sections so that they are parallel with the ISDA Gas Annex and to include this User’s Guide with the ISDA Gas Annex Recommendation to the WGQ Executive Committee.  Ms. Braddy seconded the motion.  The motion passed without objection.

The User's Guide for the Model ISDA Gas Annex can be viewed on the NAESB website at:  http://www.naesb.org/pdf/2004_wgq_r04019a2.doc and is also posted as an attachment to these minutes at:  http://www.naesb.org/pdf/wgq_contracts101504a2.doc.

· 2nd DRAFT Recommendation to be submitted to WGQ EC
Mr. Sappenfield told the group he had drafted the recommendation documents that were required to send a recommendation to the WGQ Executive Committee.  This document can be found on the web at http://www.naesb.org/pdf/wgq_contracts101504w2.doc.  Mr. Sappenfield stated that the annex and the user’s guide will be attached to the recommendation and the minutes to the meetings where the Gas Annex was discussed will be referenced in the recommendation.  Mr. Sappenfield asked the committee if anyone would like to make any changes to this document.  There were no requested changes to this document.

Mr. Sappenfield told the committee that the Gas Annex would be recommended to the Executive Committee as a model instead of a standard.  Mr. Sappenfield informed the group that the Executive Committee prefers for documents like the Gas Annex to start out as a model and once there has been usage and experience with the document, they will consider making the document a standard.  Mr. Sappenfield also reminded the committee that for a model to be passed at the Executive Committee a simple majority vote is required instead of a super majority vote as is required for a standard.
Ms. Pleasant made a motion to adopt the recommendation document as written that was seconded by Ms. Batchelder.  The motion passed absent objection.

The Recommendation can be viewed on the NAESB website at:  http://www.naesb.org/pdf/2004_wgq_r04019.doc and is also posted as an attachment to these minutes at:  http://www.naesb.org/pdf/wgq_contracts101504a3.doc. 
3.  Next Steps
Mr. Sappenfield told the committee he would make the requested changes to the ISDA Gas Annex and the User’s Guide and send these documents along with the Recommendation form to NAESB by noon on Monday, October 18th so they can be posted for the 30 day formal comment period before review by the WGQ Executive Committee on November 18th.  Mr. Sappenfield asked Mr. Bunkin and Ms. Greenblatt to respond with any changes they could agree on for the Mobile Sierra language in the User’s Guide before noon on Monday, October 18th.

Mr. Sappenfield told the group he would not be at the WGQ Executive Committee meeting in person, but would call in when the Gas Annex was discussed and that he hoped Ms. Calcagno would be in person at the meeting to address any comments.

Mr. Sappenfield stated he was going to ask that the potential Canadian supplement to the ISDA Gas Annex be placed on the WGQ annual plan for next year and for the future work of the WGQ Contracts committee.  Mr. Sappenfield stated that he would also inform the Executive Committee about comments and suggestions made during the drafting of the ISDA Gas Annex regarding changes to the NAESB Base Contract.
4. Other Matters
No other matters were discussed.
5.  Adjournment
Ms. Greenblatt made a motion to adjourn seconded by Ms. Batchelder.  The meeting adjourned at 11:50 AM.
6.  Attendees
	Name
	Organization

	Batchelder, Rebecca
	Hess

	Braddy, Martha
	BG LNG Services

	Bunkin, Steve
	ISDA

	Dawson, Doug
	Williams Power Co.

	Frances-Edmonds, Mary
	The Williams Co.

	Fries, Krista
	BP

	Greenblatt, Marcia
	Sempra Energy Trading

	Ishikawa, Angie
	Southern California Gas Company

	Ishikawa, Richard
	Southern California Gas Company

	Kelley, Faye
	BP Energy Company

	Kennedy, Laura
	NAESB

	Kowch, Janice
	BP

	Lester, Margaret
	Dynegy

	Mclaughlin, Tracy
	American Electric Power

	Panus, Stephanie
	BG LNG Services

	Pleasant, Rochelle
	Total Gas & Power North America

	Rogers, Marty
	Dynegy

	Sappenfield, Keith
	Encana Corporation

	Snyder, Abby
	Sempra

	Stofer, Sherry
	Cinergy

	Teigland-Hunt, Lauren
	External Counsel to ISDA

	Thompson, Lori
	American Electric Power
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