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January 24, 2012

North American Energy Standards Board (NAESB)

801 Travis, Suite 1675

Houston, TX 77002

USA

Attn: Cory Galik Cummings, Staff Attorney

Via email:  cgalik@naesb.org

Thank you for responding to our inquiry and for inviting LEAP to attend the upcoming NAESB Contract Committee meeting on February 8th, 2012.

LEAP - Leadership for Energy Automated Processing (www.energyleap.org) is a global non-profit organization that promotes standards for energy trading, which includes standard contracts and standardized data exchange formats.

With respect to North American physical liquids (crude oil, ngls and refined products) please note:

· One of LEAP’s initiatives was the creation of a LEAP Master Agreement for Purchasing and Selling Refined Petroleum Products and Crude Oil and initial version was published in 2007 (Version 2.0) and a revised version was published in 2009 (Version 2.1) to align with the ISDA Oil Annex (see below).  The product coverage of this agreement includes all refined petroleum products, ngls and crude oil delivered on US pipelines.**See attached Schedule 1 for list of participating companies.  Note, LEAP agreements are free to download from our website (including non-members) following registration.  

· A LEAP Canadian sub-committee published a Canadian Addendum initial version in 2008 (Version 2.2) and updated to align with ISDA in 2010 (Version 2.3b), which extends the agreement into Canada.  

· The International Swaps and Derivatives Association (ISDA) (www.isda.org) Master Agreement published an Oil Annex in June, 2008 and there is now a Canadian Addendum to the ISDA Oil Annex that aligns with the current LEAP Master Agreement.

· One of the immediate benefits of the LEAP Master Agreement is that it will allow users to take advantage of electronic/automated confirmation matching platforms such as eConfirm.  LEAP worked with ICE eConfirm to establish data standards for electronic confirmation.

· A Marine Annex was added to the LEAP Master Agreement in 2009 and a Truck and Rail Annex will be added in early 2012.

LEAP has other projects in North America and globally such as:

· RINS (Renewable Identification Numbers) contract standard and related data automation efforts.

· North West Europe Barge contract standard.

· Electronic Bills of Lading (eBLs) for marine with related electronic data for inspections, Certificates of Quantity and Quality (CQQ). 

· LEAP worked collaboratively with the Energy Institute in the UK to avoid duplication of efforts on a standard FOB and CIF marine contract.

· See Schedule 2 for more details.

With respect to the survey dated January 6th, 2012 we do appreciate the acknowledgement of the LEAP Master Agreement being an Option (a) for providing a solution for a Natural Gas Liquids Master Agreement.  Although we were confused by Option (b) including crude oil and similar commodities if the scope of the survey is for a Natural Gas Liquids Master Agreement.

The feedback LEAP would like to provide with respect to this survey is as follows:

· LEAP generally discourages duplication of efforts given the substantial amount of work that has already been done to establish an industry standard for physical crude oil, ngls and refined products.

· One of the complexities of the physical liquids market is the diversity of transportation methods beyond pipeline which LEAP addresses in a scalable form, i.e. we are uncertain if NAESB plans to address barge/cargo marine transport. 

· The standard LEAP created was the form that ISDA utilized for the Oil Annex and duplication of these efforts under ISDA should also be a consideration.

· We strongly encourage that ISDA’s input on this survey also be a consideration for the NAESB committee.

· We strongly encourage dialogue among NAESB, LEAP and ISDA on this topic in finding a mutually acceptable solution that meets the needs of its members.

In summary, LEAP’s recommendation on the survey options would be option (a), if the effort is aligned with the LEAP Master Agreement and the ISDA Oil Annex; provided, that, the resulting annex would not require a significant re-write of the NAESB to the point of significant duplication of effort with the existing LEAP agreement.  LEAP would only support the addition of ngls to NAESB and would not support any efforts to include crude oil or refined products.
LEAP has a policy which indicates that although we will develop contract and data standards as needed, our members should only utilize these standards if it works for their organization.  Therefore, although we have concerns about the path NAESB recommends we feel its members should also select what works best for their organization.

If you have any questions or suggestions please contact Don Steiner at (203) 846-1300 or via email at dsteiner@energyleap.org.

Sincerely,

On behalf of LEAP 

Don Steiner,  Executive Director 

Schedule 1

Participating Companies

The following companies participated in the development of the LEAP Master Agreement v2.1:

· J Aron

· JP Morgan

· Barclays

· BP

· Morgan Stanley

· Cargill

· Nexen

· Mercuria

· Chevron

· Citibank

· Sempra

· Shell

· Deutsche Bank

· Statoil

· Glencore

· BNP Paribas

· Hess

· Independent External Legal Counsel – Teigland Hunt

Schedule 2

LEAP Slide Deck

(Please see attached presentation file:  
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