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November 28, 2005
TO:
NAESB WGQ Contracts Subcommittee

FROM:
Todd Oncken (NAESB Deputy Director)

RE:
NAESB WGQ Contracts Subcommittee Conference Call Final Minutes– November 23, 2005
NORTH AMERICAN ENERGY STANDARDS BOARD

WGQ CONTRACTS SUBCOMMITTEE MEETING

Wednesday, November 23, 2005 – 9:00 a.m. to 11:00 a.m., Central 

Conference call
FINAL MINUTES
1. Welcome & Administrative Items
Mr. Sappenfield called the meeting to order and welcomed participants.  Mr. Oncken gave the antitrust advice and took roll.  The draft agenda was reviewed.  Ms. Davis moved, seconded by Mr. Colombo, to adopt the draft agenda.  The motion passed unanimously.  
2. Continue the review, discussion and processing of comments for UPDATE to the NAESB BASE contact Request R05014 - Discuss and begin drafting LNG-specific Force Majeure language 
The purpose of the conference call was to develop a proposal for LNG-specific language for Section 11 of the NAESB Base Contract.  The results of this conference call will be considered by the WGQ Contracts Subcommittee at a future meeting.  Participants generally discussed the issues surrounding incorporating LNG-specific language and developed proposed language based on the comments submitted by BG LNG and the concepts presented by Mr. Rich during the November 7 meeting.
Mr. Cline stated the goal of the LNG-specific language for force majeure, as noted during the November 7 WGQ Contracts Subcommittee meeting, is to treat LNG analogous to traditional gas supplies.  Mr. Rich emphasized that LNG should not be treated any differently than other sources of natural gas.  The group discussed two options for incorporating the language:  1) modifying the current section so that LNG-specific force majeure language is always included in the NAESB Base Contract; or 2) developing the LNG-specific language as a special provision to be included in the NAESB Base Contract on an as-needed basis.  Several members of the group preferred to modify the current force majeure language because a single transaction could apply to both regassified LNG and natural gas from other sources.  
Mr. Novak suggested there should be some limits on the LNG-specific provision, because regassified LNG is a locational product that gas purchasers in the middle of the country are not likely to purchase.  Mr. Colombo supported Mr. Novak’s statements and suggested that the LNG-specific language should be a special provision.  Mr. Cline noted that the NAESB Base Contract is vague regarding the limits of a force majeure event.  He added that LNG should not be treated differently than other sources of natural gas and suggested any discussion of the limits of a force majeure event should occur at the WGQ Contracts Subcommittee level.  Ms. Hazel noted that since a force majeure situation is very fact-specific, the current language allows counterparties to continue to conduct business.
Mr. Rich generally discussed the November 7 presentation and said the proposal to limit an LNG-specific force majeure event to the US Economic Zone would make LNG equivalent to natural gas produced through an offshore platform.  Ms. Hazel agreed that was a reasonable compromise because a marketer should have adequate time to find alternate sources of supply for a problem that occurred outside the zone.  
The following language was developed for Section 11.2:

Force Majeure shall include, but not be limited to, the following: (i) physical events such as acts of God, landslides, lightning, earthquakes, fires, storms or storm warnings, such as hurricanes, which result in evacuation of the affected area, floods, washouts, explosions, breakage or accident or necessity of repairs to machinery or equipment, lines of pipe, or LNG Facilities; (ii) weather related events affecting an entire geographic region, such as low temperatures which cause freezing or failure of wells or lines of pipe or storms that impede the delivery of LNG to an LNG Facility; (iii) interruption and/or curtailment of Firm transportation and/or storage by Transporters; (iv) acts of others such as strikes, lockouts or other industrial disturbances, riots, sabotage, insurrections, wars, or acts of terror (v) any port closure or obstruction of the port that impedes the delivery of LNG to an LNG Facility; and (vi) governmental actions such as necessity for compliance with any court order, law, statute, ordinance, regulation, or policy having the effect of law promulgated by a governmental authority having jurisdiction.  Seller and Buyer shall make reasonable efforts to avoid the adverse impacts of a Force Majeure and to resolve the event or occurrence once it has occurred in order to resume performance.
The following proposed definition [2.26] was developed:
“LNG Facility” means any vessel operating within the exclusive economic zone of the US, Mexico or Canada, or any storage tank, pipeline or facility used to store, transport, unload or revaporize LNG.

The following proposed modification to definition 2.37 was developed:

"Transporter(s)" shall mean all Gas gathering or pipeline companies, LNG Facilities or local distribution companies, acting in the capacity of a transporter, transporting Gas or LNG for Seller or Buyer upstream or downstream, respectively, of the Delivery Point pursuant to a particular transaction.

3. Other Matters

No other matters were discussed.

4. Adjourn 
The conference call adjourned at 10:11 am Central.
5.
Attendance
	Name
	Organization

	Judy Barnes
	Apache Corp.

	Martha Braddy
	BG LNG

	Jim Busch
	BP

	Suzanne Chang
	SoCalGas

	Jason Cline
	BG LNG

	Craig Colombo
	Dominion Resources

	Dale  Davis
	Williams Gas Pipeline

	Tamara Evie
	Ameren

	Paramy Graff
	Apache Corp.

	Carolyn Hazel
	Conoco Phillips

	Bruce Henderson
	Total Gas & Power

	Mickey Jo Lawrence
	Apache Corp.

	Bernice McIntyre
	Washington Gas

	Mike Novak
	National Fuel Gas Distribution

	Todd Oncken
	NAESB

	Stephanie Panus
	BG LNG

	Rochelle Pleasant
	Total Gas & Power

	David  Portz
	David A. Portz, PC for Total Gas Power America

	Randy Rich
	Bracewell & Giuliani LLP rep. Shell LNG

	Mark Russell
	Salt River Project

	Keith Sappenfield
	EnCana Marketing

	Angela Thomason
	NAESB

	Steve Zavodnick
	BGE
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