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European Federation of Energy Traders

Amstelveenseweg 998 / 1081 JS  Amsterdam
Tel: +31 20 5207970

E-mail: secretariat@efet.org

Webpage: www.efet.org

Master Netting Agreement

dated as of _____________ (its “Effective Date”)
between

[  ]

having its registered office at [  ]
(“Party A”)

and

[  ]

having its registered office at [  ]
(“Party B”)

NOTICE & WAIVER: THIS MASTER NETTING AGREEMENT WAS PREPARED BY EFET AND ITS MEMBERS EXERCISING ALL REASONABLE CARE.  HOWEVER EFET AND ITS MEMBER COMPANIES, REPRESENTATIVES AND COUNSEL INVOLVED IN ITS PREPARATION AND APPROVAL SHALL NOT BE LIABLE OR OTHERWISE RESPONSIBLE FOR ITS USE AND ANY DAMAGES OR LOSSES RESULTING OUT OF ITS USE IN ANY PARTICULAR CASE AND IN WHATEVER JURISDICTION.  IT IS THEREFORE THE RESPONSIBILITY OF EACH PARTY WISHING TO USE THIS MASTER NETTING AGREEMENT TO ENSURE ITS TERMS AND CONDITIONS ARE LEGALLY BINDING, VALID AND ENFORCEABLE AND BEST SERVE TO PROTECT THE USER’S LEGAL INTERESTS.

Executed by the duly authorized representative of each Party and effective as of its designated Effective Date.

[Name of Party A]

By:
…………………………………………….

Name:

Title:

[Name of Party B]

By:
…………………………………………….

Name:

Title:

EFET
European Federation of Energy Traders

ELECTION SHEET

to the

Master Netting Agreement
This Election Sheet amends, restates, supplements, revises and forms a part of the Master Netting Agreement with an Effective Date of [  ] (the “Master Netting Agreement”) between  [  ] (“Party A”) and  [  ] (“Party B”).

PART I:  CUSTOMIZATION OF PROVISIONS

§ 2

Scope of Early Termination and Close-Out Netting Rights

§ 2.1
Designation of Agreements Which May Be Terminated, Closed-Out and Netted:

	
	The following shall be “Netted Agreements”:



	[  ]

EFET Power
	Any European Federation of Energy Traders form General Agreement Concerning the Delivery and Acceptance of Electricity (“EFET Power”) in effect between the Parties, including, without limitation, that certain EFET Power agreement with an Effective Date of [____________], including all amendments thereto



	[  ]  

EFET Gas
	Any European Federation of Energy Traders form General Agreement Concerning the Delivery and Acceptance of Natural Gas (“EFET Gas”) in effect between the Parties, including, without limitation, that certain EFET Gas agreement with an Effective Date of [___________], including all amendments thereto



	[  ]  

GTMA
	Any Electricity Forward Agreement Association form Grid Trade Master Agreement (“GTMA”) in effect between the Parties, including, without limitation, that certain GTMA dated [_____________], including all amendments thereto



	[  ]  

ISDA
	Any International Swaps and Derivatives Association, Inc. form Master Agreement (Multicurrency - Cross-Border) (“ISDA”) in effect between the Parties, including, without limitation, that certain ISDA dated [____________], including all amendments thereto



	[  ]  

ZBT 2004
	Any agreement in effect between the Parties based upon the 2004 release of the Zeebrugge Hub Natural Gas Trading Terms and Conditions, including, without limitation, that certain ZBT ‘04 dated [___________], including all amendments thereto



	[  ]  

ETMA
	Any International Emissions Trading Association form Emissions Trading Master Agreement for the EU Scheme© (“ETMA”) in effect between the Parties including, without limitation, that certain ETMA dated [___________], including all amendments thereto



	[  ]  

IETMA
	Any International Emissions Trading Association form International Emissions Trading Master Agreement© (“IETMA”) in effect between the Parties including, without limitation, that certain IETMA dated [___________], including all amendments thereto



	[  ]  

NBP ’97 Master Agreement
	Any master agreement in effect between the Parties incorporating the Short Term Flat NBP Trading Terms and Conditions 1997 including, without limitation, that certain NBP ‘97 Agreement dated [___________], including all amendments thereto  



	[  ]  

FEMA


	Any Nordic Association of Energy Traders form Financial Energy Master Agreement (“FEMA”) in effect between the Parties including, without limitation, that certain FEMA dated [___________], including all amendments thereto



	[  ]   

German Master Agreement /  Deutscher Rahmenvertrag
	Any Master Agreement for Financial Derivates Transactions (incl. any Addenda) ("Rahmenvertrag für Finanztermingeschäfte" inkl. "Anhänge") in effect between the Parties, including, without limitation, that Deutscher Rammenvertrag dated as of [____________], including all amendments thereto 

 

	[  ]  

Other Master Trading Agreements
	Any master agreement between the Parties covering securities contracts, spot or forward, physically or cash settling commodity contracts or currency contracts, repurchase agreements, swap agreements and  any other physical or cash settling  transaction whether currently in existence or arising hereafter.



	[  ]  

Long Form Confirmation Agreements
	All agreements or transactions between the Parties similar to the transactions covered by the Netted Agreements designated above that are documented under a confirmation or similar document which incorporates by reference all or some of the terms of one of the Netted Agreements designated above.

 

	[  ]  

Other
	[Specify]:





[  ]
Additional Netted Agreements.  The Parties wish to further expand the applicable definition of Netted Agreement beyond those master trading and netting agreements, if any, specified immediately above, in the manner and as further provided, and subject to any further limitations on such definition imposed, in the attached Additional Netted Agreement Rider to the Master Netting Agreement’s Election Sheet, appended hereto as Part III of this Election Sheet and, if the preceding box is checked, such Additional Netted Agreement Rider to the Master Netting Agreement’s Election Sheet is thereby made a part of, and incorporated in, the Master Netting Agreement.
§ 2.2
Exclusion of Agreements and Transactions from this Master Netting Agreement:

	
	The “Excluded Agreements” between the Parties are:



	
	

	
	

	
	


§ 3

Close-Out Events

§ 3.1
Definition of “Close-Out Event”:  The following shall be Close-Out Events:

[  ]
§ 3.1(A)  the following designated Master Netting Agreement Default Events, if any, shall be Close-Out Events:

[  ]
§ 3.1(A)(I)  Master Netting Agreement Misrepresentations
[  ]
§ 3.1(A)(II)  Master Netting Agreement Covenant Violations

[  ]
§ 3.1(A)(III)  Credit Support Defaults

[  ]
Other Master Netting Agreement Default Events [  SPECIFY  ]
AND EITHER:

[  ]
§ 3.1(B)  the Netted Agreement Default Events shall be Close-Out Events;

OR

[  ]
§ 3.1(C)  The following designated Harmonised Default Events shall apply and shall be Close-Out Events:
[  ]
§ 3.1(C)(I)
Non-Performance
[  ]
§ 3.1(C)(II)
Cross Default and Acceleration

and the Cross Default Threshold Amount(s) applicable shall be:

[  ]
For Party A: _____________________ and/or
[  ]
For Party B: _____________________

[  ]
§ 3.1(C)(III)
Winding-up/lnsolvency/Attachment;

and the applicable time period for purposes of subparagraph (iv) shall be:  _____________

[  ]
§ 3.1(C)(IV)
Prolonged or Repeated Failure to Deliver or Accept

[  ]
§ 3.1(C)(V)
Misrepresentations and Warranty Defaults

[  ]
§ 3.1(C)(VI)
Failures to Provide Performance Assurance, and, for 


purposes of § 3.1(C)(VI)(a)  Material Adverse Change:  

the following categories of Material Adverse Change shall apply to Party A:

[   ]
§3.1(C)(VI)(a)(i) (Credit Rating), and the minimum rating shall be: 
______________;

[   ]
§3.1(C)(VI)(a)(ii) (Credit Rating of Credit Support Provider that 
is a Bank);

[   ]
§3.1(C)(VI)(a)(iii) (Financial Covenants), and


the EBIT to Interest ratio shall be: __________,


the Funds From Operations to Total Debt ratio shall be: _________, 
and


the Total Debt to Total Capitalisation ratio shall be: ________;

[   ]
§3.1(C)(VI)(a)(iv) (Decline in Tangible Net Worth), and the 
relevant figure is: ______;

[   ]
§3.1(C)(VI)(a)(v) (Expiry of Credit 
Support Document), and 

[   ]
 the relevant time period shall be ________ , or

[   ]
no time period shall apply;

[   ]
§3.1(C)(VI)(a)(vi) (Failure of Credit 
Support);

[   ]
§3.1(C)(VI)(a)(vii) (Failure of Control and Profit Transfer 
Agreement);

[   ]
§3.1(C)(VI)(a)(viii) (Impaired Ability to Perform); and

[   ]
§3.1(C)(VI)(a)(ix) (Amalgamation/Merger)

the following categories of Material Adverse Change shall apply to Party B:

[   ]
§3.1(C)(VI)(a)(i) (Credit Rating), and the minimum rating shall be: 
______________;

[   ]
§3.1(C)(VI)(a)(ii) (Credit Rating of Credit Support Provider that 
is a Bank);

[   ]
§3.1(C)(VI)(a)(iii) (Financial Covenants), and


the EBIT to Interest ratio shall be: __________,


the Funds From Operations to Total Debt ratio shall be: _________, 
and


the Total Debt to Total Capitalisation ratio shall be: ________;

[   ]
§3.1(C)(VI)(a)(iv) (Decline in Tangible Net Worth), and the 
relevant figure is: ______;

[   ]
§3.1(C)(VI)(a)(v) (Expiry of Credit 
Support Document), and 

[   ]
 the relevant time period shall be ________ , or

[   ]
no time period shall apply;

[   ]
§3.1(C)(VI)(a)(vi) (Failure of Credit 
Support);

[   ]
§3.1(C)(VI)(a)(vii) (Failure of Control and Profit Transfer 
Agreement);

[   ]
§3.1(C)(VI)(a)(viii) (Impaired Ability to Perform); and

[   ]
§3.1(C)(VI)(a)(ix) (Amalgamation/Merger)

[  ]
§ 3.1(C)(VII)
The following Additional Harmonised Default Events:  [___Specify___]

§ 3.2
Excluded Default Events:

[  ]
Notwithstanding the above election(s), the following Excluded Default Events shall not be Close-Out Events:

[  ]
any event on the basis of which a Party has the contractual right to Close-Out all of the transactions, or all of the affected transactions, under a Netted Agreement due to: (i) the imposition or incurrence of tax liabilities or the obligation to gross-up payments on account of tax, or (ii) a change in law that makes performance under or in respect of that Netted Agreement illegal;

[  ]
any event which is defined as “Force Majeure” under any Netted Agreement;

[  ]
any failure to nominate, schedule, deliver, notify or accept under a Netted Agreement;

[  ]
The following Additional Excluded Default Events:  [Specify]
§ 4

The Right to Close-Out and Applicable Limitations

§ 4.2
Global Nature of Close-Out.

[  ]
Reservation of Right to Terminate Less Than All Netted Agreements (Non-Global Close-Out):  § 4.2 (Global Nature of Close-Out) shall not apply and instead the Parties reserve, in addition to the right to Close-Out all Netted Agreements pursuant to the terms of the Master Netting Agreement, the rights specified below: 
[  ]
Voluntary Termination of Individual Netted Agreements based upon Their Own Close-Out Terms.  The right to instead Close-Out only some, but not all, Netted Agreements pursuant to their own terms, leaving the balance of remaining unterminated Netted Agreements subject to the terms of this Master Netting Agreement until such time, if any, as they are subsequently Closed-Out.   

and/or:

[  ]
Automatic Termination of Individual Netted Agreements based upon Their Own Close-Out Terms.  The right, after entry into this Master Netting Agreement, for Netted Agreements to automatically self-terminate in accordance with the terms of their own Automatic Termination provisions, leaving the balance of remaining unterminated Netted Agreements containing no such automatic termination provisions subject to the terms of this Master Netting Agreement until such time, if any, as they are subsequently terminated.

and/or:

[  ]
Voluntary Termination of Individual Netted Agreements based upon the Close-Out Terms of the MNA.  The right to instead terminate one or more, but not necessarily all, Netted Agreements pursuant to the terms of, and due to the occurrence of a Close-Out Event specified in, this Master Netting Agreement, leaving the balance of remaining unterminated Netted Agreements subject to the terms of this Master Netting Agreement until such time, if any, as they are subsequently Closed-Out, and each Netting Agreement is hereby amended accordingly.

In each of the above three cases, if a Close-Out Event has occurred, and unless and until such time as a Party issues a Termination Notice in accordance with § 5.1 (Termination Notice) hereof, (or, if applicable, Close-Out of a Netted Agreement occurs automatically) each Party shall retain its rights and obligations under each Netted Agreement without regard to anything to the contrary set forth herein.  Where a Party elects to exercise its Close-Out rights under a Netted Agreement (or, if applicable, such Netted Agreement Closes-Out automatically by its own terms), rather than in accordance with its Close-Out rights under this Master Netting Agreement, it will be required to satisfy the applicable notification requirements under the relevant Netted Agreement.  

§ 6

Customization of Automatic Termination Rights

§ 6.1.
Automatic Termination and Global Close-Out.

[  ]
§ 6.1 shall not apply.

§ 6.2.
Optional Uniform Election of Automatic Termination and Close-Out.  
[  ]
§ 6.2 shall apply to Party A, 

with the Effective Time of Automatic Termination being: _________________

and the Close-Out Events constituting Automatic Termination Close-Out Events for Party A being: 

[  ]
All designated Close-Out Events

[  ]
If the Parties have made operative the harmonised Close-Out Event definition in § 3.1(C) (Harmonised Default Events), then only those Close-Out Events designated in § 3.1(C)(III) (Winding-up/lnsolvency/Attachment), 

[  ]
less, if any, the following sub-definitions contained within § 3.1(C) (Harmonised Default Events): _________________________

[  ]
If the Parties have made operative the underlying Netted Agreement definition of Close-Out Event specified in § 3.1(B) (Netted Agreement Default Events), then only those Close-Out Events defined within the Netted Agreements analogous to those designated in § 3.1(C)(III) (Winding-up/lnsolvency/Attachment) 

[  ]
Any event defined in a Netted Agreement which upon its occurrence will cause that Netted Agreement to automatically self-terminate by operation of an Automatic Termination provision contained therein. 

[  ]
OTHER  [Specify]
[  ]
§ 6.2 shall apply to Party B

with the Effective Time of Automatic Termination being: _________________

and the Close-Out Events constituting Automatic Termination Close-Out Events for Party B being: 

[  ]
All designated Close-Out Events

[  ]
If the Parties have made operative the harmonised Close-Out Event definition in § 3.1(C) (Harmonised Default Events), then only those Close-Out Events designated in § 3.1(C)(III) (Winding-up/lnsolvency/Attachment), 

[  ]
less the following sub-definitions contained within § 3.1(C) (Harmonised Default Events): ____________________________

[  ]
If the Parties have made operative the underlying Netted Agreement definition of Close-Out Event specified in § 3.1(B) (Netted Agreement Default Events), then only those Close-Out Events defined within the Netted Agreements analogous to those designated in § 3.1(C)(III) (Winding-up/lnsolvency/Attachment) 

[  ]
Any event defined in a Netted Agreement which upon its occurrence will cause that Netted Agreement to automatically self-terminate by operation of an Automatic Termination provision contained therein. 

[  ]
OTHER  [Specify]

§ 6.4
Automatic Early Termination and Adjustment for Bankruptcy


[  ]
§ 6.4 shall be operative

§ 8

Set-off of Settlement Amounts; Accrual of Interest

§ 8.3
Final Net Settlement Amount


§ 8.3(C)
Place of Payment and Base Currency:

Base Currency:  The Base Currency is:

[  ]
Sterling; or

[  ]
Euro; or

[  ]
Other, [Specify]

Payment Instructions:
Payments due under this Master Netting Agreement in the Base Currency shall be made to the following accounts:

Name of Bank and Office, Account Number and Reference for Party A:

[Specify]

Name of Bank and Office, Account Number and Reference for Party B:

[Specify]

§ 8.4
Accrual of Interest on the Final Net Settlement Amount.

§ 8.4
The “Interest Rate” shall be: __________________
§ 9

Credit Support / Performance Assurance

§ 9.1
Benefit of Credit Support

[  ]
Shall apply

§ 9.2
Fungible Use of Credit Support

[  ]
Shall apply
§ 10

Additional Optional Provisions Relating to Close-Out

§ 10.1
Designation of Additional Optional Provisions:  The following additional optional provisions are hereby made operative, amended and revised if and as hereinafter provided, and incorporated into the Master Netting Agreement:

[  ]
§ 10.1(A)
Set-Off of Final Net Settlement Amount shall apply

[  ]
§ 10.1(B)
Suspension shall apply;

and, for purposes of § 10.1(B):
X shall be [  ] hours, and





Y shall be [  ] hours.

§ 11

Payment Netting
§ 11.1
Optional Payment Netting Rights Election.

[  ]
Payment Netting shall apply between the Parties as specified below

§ 11.2
Designation of Concerned Agreements.


[  ]
The Concerned Agreements to which Payment Netting shall apply are:

[  ]
[Specify]; 

OR

[  ]
The Netted Agreements;

[  ]
provided, however, that the following Netted Agreements shall NOT be Concerned Agreements:  [SPECIFY]; 

AND/OR

[  ]
provided, however, that the following additional agreements, contracts and/or transactions (which are not Netted Agreements) SHALL BE Concerned Agreements:  [SPECIFY]

§ 11.3
Harmonised Due Date.  

[  ]
§ 11.3 (Harmonised Due Date) shall be operative, and

[  ]
The Concerned Agreements governed by § 11.3(A) are: [SPECIFY]; and/or
[  ]
The Concerned Agreements governed by § 11.3(B) are: [SPECIFY]
§ 11.6
Payment.  If different from those bank accounts specified for each Party in respect of §8.3(C) (Place of Payment and Base Currency), the Bank Account(s) to be used for purposes of § 11 (Payment Netting) are:

For Party A:  [insert bank account details]
For Party A:  [insert bank account details]
§ 11.7
Default Interest Rate.  The “Default Interest Rate” shall be:

[  ]
the Interest Rate plus three percent (3 %) per annum, or

[  ]
Other [SPECIFY].
§ 11.9
Disputed Amounts.  

[  ]
§ 11.9 (A) shall apply.

[  ]
§ 11.9 (B) shall apply.

§ 12

Additional Miscellaneous and Optional Provisions

§ 12.1
Representations and Warranties.

[  ]
The Parties agree the following additional representations and warranties are added to, and made in accordance with, those set forth in § 12.1 (Representations and Warranties):

	1.
	

	2.
	

	3.
	

	4.
	


§ 12.2
Governing Law.  The governing law for this Master Netting Agreement shall be the law of:

[  ]
England & Wales

[  ]
Germany

[  ]
Other [Specify] 

§ 12.3
Appointment of Process Agent.
[  ]
Party A appoints as its Process Agent: _______________________

[  ]
Party B appoints as its Process Agent: _______________________

§ 12.4
Selection of Arbitration and/or Jurisdiction.

[  ]
§ 12.4(A) Jurisdiction shall apply
[  ]
§ 12.4(B) London Court Arbitration shall apply
[  ]
§ 12.4(C) DIS Arbitration shall apply
[  ]
Another form of dispute resolution and/or submission to the jurisdiction of another court shall apply:  [SPECIFY]

§ 12.5
Limitations on Assignment and Transfer.

[  ]
The provision set forth in § 12.5(A) f the Master Netting Agreement shall be operative and apply in respect of:

[  ]
Party A

[  ]
Party B
§ 12.6
Addresses for Communications Between Parties.  For the purposes of § 12.6 of this Master Netting Agreement:
Address for notices or communications to Party A:

Address:

Attention:

Facsimile No:

Telephone No:

Address for notices or communications to Party B:

Address:

Attention:

Facsimile No:

Telephone No:

PART II:  ADDITIONAL TERMS
The following additional terms and conditions shall apply to the Master Netting Agreement

PART III:  ADDITIONAL NETTED AGREEMENT RIDER
to the
Master Netting Agreement’s Election Sheet

Additional Netted Agreements & Treatment of Related Defaults

§ 1
Designation of Additional Netted Agreements & Transactions:  In addition to the master trading agreements identified as Netted Agreements in the Election Sheet in respect of § 2.1 (Designation of Agreements Which May Be Terminated, Closed-Out and Netted) of the Master Netting Agreement, the following, as applicable, transactions, agreements and contracts as specifically elected below in § 1.1 (Specific “Additional Netted Agreements & Transactions) and/or § 1.2 (Definition by Categories of Additional Netted Agreements), shall also be deemed to be Netted Agreements under this Master Netting Agreement;


provided, however, that unless expressly provided to the contrary in this Rider, any defined events included in the terms of such Additional Netted Agreements which by virtue of being defined as Netted Agreements would otherwise become Close-Out Events under the terms of this Master Netting Agreement, shall not be Close-Out Events and their occurrence shall not (absent such event also being a Close-Out Event as defined in respect of one or more Netted Agreements incorporated by reference in Part I of this Election Sheet) give rise to the right to initiate, or, if applicable, cause the automatic Close-Out of, this Master Netting Agreement or any other Netted Agreement.

	§1.1
	Specific “Additional Netted Agreements & Transactions” are:



	
	

	
	

	
	


[  ]

AND/OR:

[  ]
§1.2
Definition by Categories of Additional Netted Agreements:  “Additional Netted Agreement” also means any contract (whether oral or in writing) entered into by the Parties, other than: (i) those agreements identified as Netted Agreements in the Election Sheet in respect of § 2.1 (Designation of Agreements Which May Be Terminated, Closed-Out and Netted) of the Master Netting Agreement, and (ii) Excluded Agreements (or any transaction which is part of or subject to either of (i) or (ii)), and which:

[  ] 
is described in its terms as being an Additional Netted Agreement for the purposes of this Master Netting Agreement;

[  ]
incorporates the Short Term Flat NBP Trading Terms and Conditions 1997, but is not subject to a NBP Master Agreement;

[  ]
incorporates the Beach 2000 standard terms and conditions;

[  ]
incorporates the Zeebrugge Hub Natural Gas Trading Terms and Conditions, releases 1999 or 2001;

[  ]
incorporates the terms and conditions of any release of Global Coal’s Standard Coal Trading Agreement (SCoTA);

[  ]
is for the spot or forward physical sale, purchase and/or exchange of Commodities (including any option in respect of the physical delivery of any Commodity);

[  ]
is a cash or financially settled forward or swap (including any cap, collar, or floor) or other derivative relating to any or all Commodities, or with respect to the price or value of any or all Commodities, or any combination of the foregoing;

[  ]
is a rate swap transaction, basis swap, forward rate transaction,  equity index swap, equity index option, interest rate option, foreign exchange transaction, cap transaction, floor transaction, collar transaction, currency swap transaction, cross currency rate swap transaction, currency option or any other similar transaction (including any option with respect to any of these transactions);

[  ]
other: [Specify].


For purposes of this Additional Netted Agreement Rider, “Commodities” means:

[  ]
electricity, crude oil, refined oil products, chemical products, natural gas, liquefied natural gas, natural gas liquids, coal, bio-fuels;

[  ]
agricultural and other soft commodity products, metals, pulp and paper;

[  ]
rights in and to transportation capacity, transmission capacity, capacity in electricity wires, gas or other petrochemical pipelines,  and storage facilities;

[  ]
rights to, and capacity in shipping, freight and similar carriers,
[  ]
greenhouse gasses, carbon, NOx, SO2, ROCs, particulates and other measurable emissions allowances and credits; 

[  ]
tradable renewable energy credits, certificates of origin, green certificates and LECS;

[  ]
weather products, including without limitation, rainfall, temperature and similar measurable climatic elements;

[  ]
other: [Specify];
and “Commodity” means and may refer to any one of them.
§ 2
Additional Netted Agreement Settlement Amounts.  Rather than the definition of Settlement Amount set forth in Annex 1 to the Master Netting Agreement, “Settlement Amount” in respect of Additional Netted Agreements shall have the following meaning:

[  ]
Not applicable; or

[  ]
The net amount which would be due and payable by one Party to the other Party pursuant to applicable law as a result of a breach by the Defaulting Party of its obligations under such Additional Netted Agreement; or

[  ]
[Specify]

§ 3
Additional Netted Agreements and Payment Netting.  
[  ]
Additional Netted Agreements shall be treated as Concerned Agreements for purposes of inclusion in payment netting pursuant to the terms of § 11 (Payment Netting)
§ 4
Supplemental Liquidation Mechanics.  
[  ]
Not applicable; or

[  ]
The following shall be used to calculate the Settlement Amount of any Additional Netted Agreement the terms of which do not contain their own provisions for liquidating and valuing such transaction(s) upon Early Termination:

Calculation of Settlement Amount.  The Settlement Amount for any terminated Additional Netted Agreement shall be the Gains less the Aggregate of the Losses and the Costs which the Terminating Party incurs as the result of the Close-Out of the Additional Netted Agreement and/or all transactions under such Additional Netted Agreement, as well as any other amounts payable between the Parties under or in connection with the Additional Netted Agreement.  For the purposes of this provision:

(a)
“Costs” means brokerage fees, commissions and other third party costs and expenses reasonably incurred by the Terminating Party either in terminating any arrangement pursuant to which it has hedged its obligation or entering into new arrangements which replace the Closed-Out Additional Netted Agreement and all reasonable legal fees, costs and expenses incurred by the Terminating Party in connection with its Close-Out of the Additional Netted Agreement.

(b)
“Gains” means an amount equal to the present value of the economic benefit to the Terminating Party, if any (exclusive of Costs), resulting from the Close-Out of the Additional Netted Agreement, determined in a commercially reasonable manner; and 

(c)
“Losses”: means an amount equal to the present value of the economic loss to the Terminating Party, if any (exclusive of Costs), resulting from the Close-Out of the Additional Netted Agreement, determined in a commercially reasonable manner.

In calculating the Settlement Amount of a Closed-Out Additional Netted Agreement, the Terminating Party may, but is not obliged, to calculate its Gains or Losses as at the Early Termination Date, at its discretion, without entering into any replacement transaction for the terminated Additional Netted Agreement.

EFET
European Federation of Energy Traders

ANNEX 2

to the

Master Netting Agreement

Form of Termination Notice

[ON TERMINATING PARTY LETTERHEAD]

[Defaulting Party’s 

Name and Address Details

As Specified for it in

§ 12.6 of the Election Sheet]

[DATE]

Dear ___________________:

RE:  TERMINATION NOTICE -- Notice of Termination of Master Netting Agreement between __________________ and ________________ dated __/__/_____ (the “MNA”).

You are hereby notified pursuant to the terms of the MNA that due to your having experienced a Close-Out Event, we are exercising our rights, effective __/__/_____ (the “Early Termination Date”), to terminate and Close-Out all Netted Agreements under the MNA in accordance with its terms, and those, as applicable, of each underlying Netted Agreement.  

This letter shall serve as our Termination Notice, in fulfillment of the requirements of § 5 (Voluntary Commencement of Close-Out) of the MNA.

Capitalized terms used in this letter have the meanings given to them in the MNA.

[additional information relevant to mechanics and deadlines applicable to cessation of nominations, etc.}

Regards,

[Terminating Party]

[Signature] 
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