
GAS ANNEX

Part 7.
Physically Settled Gas Transactions

(a) Incorporation of ISDA North American Gas Annex.  The ISDA North American Gas Annex (“Base Gas Annex”), published by International Swaps and Derivatives Association, Inc., copyright © 2004, and attached hereto as Annex 2, as amended and modified by, and with the elections specified in, this Part 7 of the Schedule (the “Gas Annex”), is hereby incorporated by reference into the Schedule, and, as such, shall supplement, form part of, and be subject to, this Agreement. The 2009 Amendment Addendum to the Gas Annex (“Addendum”), as published by ISDA, is not incorporated in its entirety into this Gas Annex, however certain terms from the Addendum are extracted and included in Part 7 herein.
(b) Elective Provisions.  For purposes of clause (l) of the Gas Annex, the following elections shall apply:

(l)
Elective Provisions

1. (a)(ii) – Outstanding Gas Transactions. This Gas Annex shall apply to the following pre-existing Gas Transactions pursuant to clause (a)(ii):

___ Option A: All Gas Transactions outstanding between the parties as of the date this Gas Annex becomes effective.

___ Option B: The Gas Transactions listed in Schedule 1 to this Gas Annex.

__√_ Option C: None of the Gas Transactions between the parties that were executed prior to the date this Gas Annex becomes effective.

If none of the above options is selected, Option A shall apply.

2. (a)(iii) – Outstanding Gas Credit Support

___ Outstanding Gas Credit Support held by a party in connection with Outstanding Gas Transactions shall be deemed to have been delivered under and in connection with this Agreement pursuant to clause (a)(iii).

If not checked, not applicable.

3. (b)(ii) – Performance Obligation (remedy for breach of Firm obligation)

_√__ Option A: Cover Standard

___ Option B: Spot Price Standard

If neither option is selected, Option A shall apply.

4. (e) – Taxes

_√__ Option A: Buyer Pays At and After Delivery Point

___ Option B: Seller Pays Before and At Deliver Point

If neither option is selected, Option A shall apply.

5. (f)(ii) – Payment Date

____ 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).

____ 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).

____ Option C: Notwithstanding anything to the contrary in the Schedule, payments with respect to both Gas Transactions and Power Transactions (as defined separately in the Schedule) will be netted and payable on or before the later of the 20th 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).

__√__ Option D: Notwithstanding anything to the contrary in the Schedule, payments with respect to both Gas Transactions and Power Transactions (as defined separately in the Schedule) will be netted and payable on or before 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).

If none of the above options is selected, Option A shall apply.

6. (k)(xxii) – Alternative to Spot Price Index. The parties have selected the following alternative index as the Spot Price Index: _______________. If no index is specified, the Spot Price Index specified in clause (k)(xxii) applies.

(c) Modifications to the Gas Annex.  The Gas Annex is hereby amended as follows:

(i) Clause (a)(iii)(A) is amended by inserting the word “,cash” after the words “collateral, margin, security” (i) in the first line of the first paragraph and (ii) in the third line of the second paragraph.

(ii) Clause (b)(ii) is amended by deleting Option A (Cover Standard) in its entirety and replacing it with the following:

“Option A Cover Standard: The sole and exclusive remedy of the parties in the event of a breach of a Firm obligation to deliver or receive Gas shall be recovery of the following: (i) in the event of a breach by Seller on any Day(s), payment by Seller to Buyer in an amount equal to the positive difference, if any, between the purchase price paid by Buyer utilizing the Cover Standard and the Contract Price, adjusted for commercially reasonable differences in transportation costs to or from the Delivery Point(s), multiplied by the difference between the Contract Quantity and the quantity actually delivered by Seller for such Day(s) excluding any quantity for which no replacement is available; or (ii) in the event of a breach by Buyer on any Day(s), payment by Buyer to Seller in the amount equal to the positive difference, if any, between the Contract Price and the price received by Seller utilizing the Cover Standard for the resale of such Gas, adjusted for commercially reasonable differences in transportation costs to or from the Delivery Point(s), multiplied by the difference between the Contract Quantity and the quantity actually taken by Buyer for such Day(s) excluding any quantity for which no sale is available; and (iii) in the event that Buyer has used commercially reasonable efforts to replace the Gas or Seller has used commercially reasonable efforts to sell the Gas to a third party, and no such replacement or sale is available for all or any portion of the Contract Quantity of Gas, then in addition to (i) or (ii) above, as applicable, the sole and exclusive remedy of the performing party with respect to the Gas not replaced or sold shall be an amount equal to any unfavorable difference between the Contract Price and the Spot Price, adjusted for such transportation to the applicable Delivery Point, multiplied by quantity of such Gas not replaced or sold. Imbalance Charges shall not be recovered under this clause (b)(ii), but Seller and/or Buyer shall be responsible for Imbalance Charges, if any, as  provided in clause (c)(iii) of this Gas Annex. The amount of such unfavorable difference shall be payable five Local Business Days after presentation of the performing party’s invoice, which shall set forth the basis upon which such amount was calculated.”

(iii) Clause b(iii) is amended by deleting the section in its entirety and replacing it with the following: “[THIS SECTION INTENTIONALLY OMITTED]”.

(iv) Clause (f)(iii) is amended by deleting the word “clauses” and replacing it with “clause” and by deleting the word “or (b)(iii)”.

(v) Clause (f)(iv) is amended as follows: (A) the third line is amended by inserting “without undue delay” after the word “disputed”; and (B) the fourth line is amended by deleting “, either party may pursue any remedy available at law or in equity to enforce its rights pursuant to this clause (f)” and replacing it with “the procedures outlined in Part 5(d) of the Schedule will apply”.

(vi) Clause (g)(ii) is amended by adding “AND IN CLAUSE (q) OF THIS GAS ANNEX” after the words “IN THIS CLAUSE (g)(ii)”.
(vii) Clause (g)(iii) is amended by inserting the parenthetical “(including death)” after the words “personal injury” in each instance in which such words appear.

(viii) Clause (h)(ii) is amended by inserting “, or acts of terror” after the words “insurrections or wars” in subsection (D) thereof.

(ix) Clause (h)(iii) is amended as follows: 

(A) adding the words: “, but is not limited to,” following the words: “any or all of” in the second line;

(B) adding the words: “loss, interruption or” in between “the” and “curtailment” in subsection (A);

(C) adding the words: “on any transporter necessary to effect receipt of delivery of Gas hereunder” between “transportation” and “unless” in the second line;

(D) deleting the word: “curtailed” at the end of subsection (A) and replacing it with “lost, interrupted or curtailed, and then only to the extent of such loss, interruption or curtailment on the affected pipeline segment”;

(E) inserting the phrase: “, including economic inability,” after “Buyer’s inability” in subsection (D); and

(F) adding the following new provision immediately after the end of subsection (E): “(F) failure of specific, individual wells or appurtenant facilities in the absence of a force majeure event broadly affecting other wells in the same geographic area”.

(x) Clause (j) is amended as follows:

(A) Clause (j)(i) is deleted in its entirety and replaced with the following: 

“Section 5(a)(i) of the Master Agreement.  With respect to all Gas Transactions, Section 5(a)(i) is deleted in its entirety and replaced with the following, ‘(i) Failure to Pay. Failure by party to make, when due, any payment under this Agreement required to be made by it if such failure is not remedied on or before the third Local Business Day and notice of such failure is given to the other party.’”. 

(B) Clause (j)(ii) is deleted in its entirety and replaced with the following: 

“Section 5(a)(ii) of the Master Agreement.  With respect to all Gas Transactions, Section 5(a)(ii)(1)(A) [if the pre-printed form portion of this Agreement is the 1992 ISDA Master Agreement, the words ‘or delivery under Section 2(a)(i) or 2(e)’ in the second line of Section 5(a)(ii) of this Agreement are deleted] / [if the pre-printed form portion of this Agreement is the 2002 ISDA Master Agreement form, the words ‘or delivery under Section 2(a)(i) or 9(h)(i)(2) or (4)’ in the second line of Section 5(a)(ii)(1) of this Agreement are deleted] and replaced with ‘or to deliver or receive Gas, the exclusive remedy for which is provided in clause (b)(ii) of the Gas Annex.”  In the fifth line replace ‘30 days’ with ‘three General Business Days.’”. 

(xi) Clause (k) is amended as follows: 
(A) Clause (k)(i) is deleted in its entirety and replaced with “[THIS SECTION INTENTIONALLY OMITTED]”; and 
(B) Clause (k)(vi) is amended by deleting the words “(or an alternate fuel if elected by Buyer and replacement Gas is not available),” after “(i) if Buyer is the performing party, obtain Gas”.
(xii) Clause (m) is deleted in its entirety and replaced with the following:

“(m) 
Notices for Gas Transactions
	CONTACT INFORMATION

	Party A
	
	Party B: Southern California Edison Company

	ATTN:

TEL#:
FAX#:
EMAIL:
	· COMMERCIAL


	ATTN:   Manager of Natural Gas Contracts

TEL#:     (626) 302-8214

FAX#:     (626) 302-8168

EMAIL:  gascontracts@sce.com

	ATTN:

TEL#:
FAX#:                                                   

EMAIL:
	· SCHEDULING


	ATTN:   Gas Scheduling

TEL#:     (626) 307-4479


FAX#:     (626) 302-3410

EMAIL:   gassched@sce.com

	ATTN:

TEL#:
FAX#:
EMAIL:
	· CREDIT
	ATTN:    Manager of Credit Risk and Collateral Management

TEL#:    (626) 302-1129


FAX#:    (626) 302-2517

EMAIL:  Marc.Chazaud@sce.com

	ATTN:

TEL#:
FAX#:
EMAIL:
	· TRANSACTION CONFIRMATION


	ATTN:    Confirmations Coordinator

TEL#:     (626) 307-4485 


FAX#:     (626) 302-3410


EMAIL:   SCERiskControl@sce.com

	ATTN:

TEL#:

FAX#:

EMAIL:
	· INVOICES


	ATTN:    Power Procurement Finance

TEL#:     (626) 302-2002 and (626) 302-3411

FAX#:     (626) 302-3276


EMAIL:   PPFDFinancials@sce.com

	ATTN:

TEL#:
FAX#:

	· WIRE INSTRUCTIONS


	BANK:     JP Morgan Chase

ABA:       021-000-021
ACCT:    323-394434

	ATTN:

TEL#:

FAX#:

EMAIL:
	· CONTRACT AND LEGAL NOTICES


	ATTN: :   Contract Manager

TEL#:     (626) 302-3495

FAX#:     (626) 302-8168

EMAIL:   gascontracts@sce.com


 “

(xiii) The following clauses (n), (o) (p), and (q) are added:


“n. 
Calculation of Relevant Price.  For the purposes of the calculation of a Relevant Price, all numbers shall be rounded to three decimal places.  If the fourth decimal number is five or greater, then the third decimal number shall be increased by one, and if the fourth decimal number is less than five, then the third decimal number shall remain unchanged.”.

“o.
Confirmation.  For purposes of Section 9(e) of the ISDA Master Agreement, a Gas Transaction is entered into under a confirmation, substantially in the form of Exhibit A attached hereto (“Confirmation”).”


“p.
Mobile Sierra Doctrine (Gas Products).  To the extent, if any, that a Gas Transaction does not qualify as a ‘first sale’ as defined by the Natural Gas Act and §§ 2 and 601 of the Natural Gas Policy Act, each party irrevocably waives its rights, including its rights under §§ 4-5 of the Natural Gas Act, unilaterally to seek or support a change in the rate(s), charges, classifications, terms or conditions of this Agreement and any Gas Transaction hereunder (collectively, the ‘Waived Agreements’).  By this provision, each party expressly waives its right to seek or support:  (i) an order from the U.S. Federal Energy Regulatory Commission (‘FERC’) finding that the market-based rate(s), charges, classifications, terms or conditions agreed to by the parties under the Waived Agreements are unjust and unreasonable; or (ii) any refund with respect thereto.  Each party agrees not to make or support such a filing or request, and that these covenants and waivers shall be binding notwithstanding any regulatory or market changes that may occur hereafter.  Absent the agreement of both parties to the proposed change, the standard of review for changes to any section of the Waived Agreements proposed by a party (to the extent that any waiver as set forth in this Section 15.13 is unenforceable or ineffective as to such party), a non-party or FERC acting sua sponte, shall be the ‘public interest’ standard of review set forth in United Gas Pipe Line Co. v. Mobile Gas Service Corp., 350 U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific Power Co., 350 U.S. 348 (1956) (the ‘Mobile-Sierra’ doctrine).”
“(q) U.S. Customs. (A) In the event Seller took title to Gas under a Gas Transaction outside the Customs Territory of the United States (as defined in general note 2 of the Harmonized Tariff Schedule of the United States 19 U.S.C. §1202,  General Notes, page 3) for delivery to the Buyer within the United States, Seller represents and warrants that it is the importer of record for all Gas entered and delivered into the United States, and shall be responsible for entry and entry summary filings as well as the payment of duties, taxes and fees, if any, and all applicable record keeping requirements. (B) In the event that Seller sells Gas under a Gas Transaction outside the Customs Territory of the United States for delivery to the Buyer within the United States, Seller agrees to provide to Buyer within two Local Business Days of the sale a fully executed North American Free Trade Agreement Certificate of Origin.”
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