June 5, 2006
North American Energy Standards Board
1301 Fannin, Suite 2350
Houston, TX  77002

Attention: Mr. Keith Sappenfield

Re:
Comments on NAESB Base Contract- Request R05014/WGQ 2006 Annual Plan Item 6
Dear Mr. Sappenfield:

Washington Gas Light Company (“Washington Gas”) appreciates the opportunity to submit comments on proposed revisions to the NAESB Base Contract for Purchase and Sale of Natural Gas.
The Comments of Washington Gas focus on the proposed Section 14: Market Disruption, Section 2.2: definition of “Affiliate,” and revised Section 2.10: definition of “Contract Price.”   
Section 14: Market Disruption

NAESB proposes the addition of Section 14 to provide a method to determine a replacement price in the event of a Market Disruption. In the event of such a disruption, when the parties cannot agree on a replacement price within two days, NAESB proposes to require each party to obtain two price quotes applicable to the relevant market area from non-affiliated sources.
 The replacement price would then be set equal to the average of the four quotes.

Washington Gas suggests that an alternative approach based on an agreed, comparable index price (or method to determine an index price) may provide a more objective and transparent approach to establish the replacement price in the event of a market disruption. Under this approach, the replacement price would be based on an index that is comparable in all material respects to the specified index for the Floating Price, and could be defined in a special provision, as compared to the Base Contract language. 
This would enable the parties to proactively identify an appropriate secondary index (or the method to determine an index) to establish the replacement price. In the event that this secondary index is unavailable, then the parties can choose to apply the price- averaging approach suggested by NAESB.

Washington Gas recognizes that the proposed Section 14 does not preclude this type of prior agreement, but believes the focus of the provision is different.
Section 2.2: Definition of Affiliate
Washington Gas also expresses concern over the 50 percent ownership threshold that is proposed to define an “Affiliate.” Although this threshold is similar to the level prescribed in the EEI Master Agreement (i.e., 50 percent or more of the outstanding capital stock or equity interest), the threshold is much higher than other standards, e.g., PUHCA (5 percent or more of the outstanding voting securities), and differs from definitions that concentrate on substantial power to influence or direct, such as expressed in SFAS 57: Related Party Disclosures. Washington Gas respectfully requests that NAESB consider this range of alternatives that are available in its current deliberations. 
Section 2.10: Definition of Contract Price 

NAESB proposes to add language to the definition of “Contract Price” to address the issue of severance taxes and statutory requirements, such as applicable to the Texas severance taxes. If this issue is to be addressed in the Base Contract, Washington Gas would suggest that, to add clarity and specificity, NAESB consider building the required language into Section 6: Taxes (or a subsection thereof), to clearly address the severance tax issue, where applicable.  

Thank you for the opportunity to submit these brief comments.

Very truly yours,

Elliott P. Tanos

Washington Gas Light Company

Senior Specialist, Regulatory Affairs

(703) 750-5257

(703) 750-5553 Fax

� Washington Gas notes that this proposal will allow a company, owning 49 percent interest in another entity, to obtain price quotes from that entity. 





