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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:
Wholesale Gas Quadrant Interpretations Subcommittee and Interested Industry Participants
FROM:
David Huffman, Meeting/Project Manager
RE:
Conference Call Final Minutes of WGQ Interpretations Subcommittee Meeting – January 18, 2008
DATE:
January 22, 2008
WGQ Interpretations Subcommittee 
January 18, 2008 Conference Call
January 18, 2008 – 1:00 PM to 3:00 PM Central
Final Minutes 
1 and 2.
Opening Remarks/Administrative 
Mr. Love opened the meeting and welcomed the meeting participants.  Mr. Huffman read the antitrust guidelines.

The group reviewed the agenda.  Mr. Kardas moved, seconded by Ms. Crockett, to adopt the agenda.  The motion passed without objection.  
3.
Introduce and determine the best course of action for C07002:  Submitted by J. Kardas of National Fuel Gas Supply 
Mr. Kardas restated the request to the group.  He noted that numerous interpretations as to how a transmission service provider must provide information from the Informational Postings website are available.  The request states whether the format for the information provided for download can be in HTML (hypertext mark up language) or RTF (rich text format).  

Mr. Kardas noted that in version 1.7 of WGQ Standards it states that WGQ Standards 4.3.6 should be available in HTML or RTF format but in the revision, 1.8 of the WGQ Standards this clause was deleted.  Mr. Love commented that Version 1.8, Standard 4.3.16 was modified in an attempt to broaden the possible acceptable download formats.  The group agreed that the revision change in 1.8 was never intended to prohibit HTML as an acceptable download format.  Mr. Novak commented that perhaps the HTML notation could be added back into the Standard for version 1.9 to be more consistent with the previous version.  Mr. Love commented that this would cause Appendix C to become vague if the group tried to define every possible download format.  Mr. Kardas asked the group why RTF was not in the Appendix C.  Mr. Burden explained that since RTF is a type of document format and not an internet download technology, it was not noted in the Appendix C download formats.  
Mr. Love stated that he would draft an interpretation for this request stating that both HTML and RTF are valid formats for downloads from a TSP’s Informational Postings website.  This draft is to be reviewed and a possible vote taken at the next conference call on January 29, 2008. 

4.
Introduce and determine the best course of action for C07003:  Submitted by McGuireWoods on behalf of Smithfield and DuPont
Mr. McCollough and Mr. Hayes reiterated the request McGuireWoods submitted on behalf of Smithfield and DuPont.  The request asks for interpretation on whether the NAESB Base Contract provides for a safe harbor against fraudulent transfer penalties of 11 U.S.C. § 546(e) (“code”).  Mr. McCollough and Mr. Hayes explained that Smithfield and DuPont entered into an agreement with Natural Gas Distributor, LLC “NGD” for natural gas at a fixed price.  After hurricanes Katrina and Rita struck in 2005, the price of natural gas increased dramatically and NGD subsequently filed for bankruptcy.  A judge has since ruled that the NAESB Base Contract was not a commodity forward contract for purpose of the Bankruptcy Code and therefore Smithfield and DuPont could not take advantage of the safe harbor provisions of the code.  Mr. McCollough and Mr. Hayes both commented that the impact of the ruling would be to increase risk for both contract parties for sale of natural gas and therefore increase the cost for both parties.  The group both acknowledged and agreed with their assessment of the impact of the ruling.  

Mr. Enopree asked if NAESB had contemplated using swap agreement language because swap agreement safe harbor provisions are easier to use than forward contract safe harbor provisions.  Ms. Hazel commented that when the Base Contract was drafted in 2002, the subcommittee did not address swap agreements, rather they addressed commodity forward agreements.  She stated the drafters of the NAESB Base Contract in 2002 would not have contemplated a swap agreement as it reads today.  She also stated that NAESB’s intent at the time of drafting (and continues to be) was that commodity forwards transacted under the NAESB Base Contracts receive the same benefits and protections provided by the Bankruptcy Code to financially or cash-settled forwards.  
Mr. Sappenfield and Ms. Hazel both commented that during the drafting and subsequent revisions of the NAESB Base Contract all committee participants understood the contract to be a commodity forward contract and that there was no debate as to this aspect of the contract.  They both commented that to those involved, the language of the contract was clear and unequivocal in its assertion that it was to be read as a commodity forward contract. 
Mr. Love asked if Mr. Sappenfield and Ms. Hazel would draft an interpretation, which would state that at the time of drafting, it was the intent of NAESB that the NAESB Base Contract could be considered as a commodity forward contract.  Both Mr. Sappenfield and Ms. Hazel agreed to do so.  
The group determined the draft Interpretations for Requests C07002 and C07003 would be reviewed and a possible vote taken at the January 29, 2008 conference call.  
5.
Adjourn
The meeting adjourned at 2:20 PM Central by consensus.
6.
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	Energy East

	Keith Sappenfield
	EnCana Corporation

	Richard Smith
	ExxonMobil
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