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IN THE COURT OF QUEEN’S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY

BETWEEN:

ENRON CANADA CORP.

Plaintiff
· and –

NGX CANADA INC., CANADIAN ENERDATA LTD., 
WESTCOAST ENERGY INC., OM GRUPPEN AB and
RICHARD ZARZECZNY

Defendants

A F F I D A V I T


I, Richard Shelton, Managing Director, of the City of New York, in the State of New York, United States of America, MAKE OATH AND SAY AS FOLLOWS:
1. I am the Managing Director of Morgan Stanley & Co. and have personal knowledge of the facts herein deposed to except where stated to be based on information and belief in which case I believe the same to be true.
2. Morgan Stanley & Co. is the largest financial institution in the United States of America and carries on business worldwide including in Alberta and elsewhere in Canada.  Morgan Stanley & Co.’s energy trading group is a competitor with Enron Corp. and its Canadian subsidiary, Enron Canada Corp. (“Enron”).  Morgan Stanley & Co. carries on business in the derivatives market and actively trades in large volumes of physically- and financially- settled natural gas contracts.
3. I am aware that Enron recently commenced legal proceedings against NGX Canada Inc. (“NGX”), Canadian Enerdata Ltd. (“Canadian Enerdata”), Westcoast Energy Inc., OM Groupen AB and Richard Zarzeczny in the Court of Queen’s Bench of Alberta, Judicial District of Calgary, Action No. 0001-19183 (“Legal Proceedings”).
4. I am also aware that in the Legal Proceedings Enron has applied for injunctive relief against NGX and Canadian Enerdata and in support of its application has filed an Affidavit sworn by Jonathan Donald McKay, a commodity trader with Enron, sworn November 29, 2000 (“McKay Affidavit”).  Capitalized terms used but not defined in this my Affidavit have the same meaning as in the McKay Affidavit.
5. Morgan Stanley & Co. has entered into numerous physically- or financially- settled natural gas contracts, which similar to Enron’s Master Firm Agreements and Confirmations thereunder, make reference to, rely upon and calculate the payment obligations between Morgan Stanley & Co. and its counterparties based upon the Gas Price Indices published in the Canadian Gas Price Reporter.
6. Morgan Stanley & Co. is a subscriber to the Canadian Gas Price Reporter and is a regular contributor to Canadian Enerdata’s Traditional Survey of Industry Participants referred to in paragraph 8 of the McKay Affidavit.
7. Morgan Stanley & Co. is aware of and supportive of the methodology employed by Canadian Enerdata for calculation of the Gas Price Indices, as set forth in paragraphs 8 and 9 of the McKay Affidavit, including its comprehensive canvas of physical and financial transactions across the market (“Comprehensive Methodology”).
8. As a very active Industry Participant in the physical and financial gas trading industry, Morgan Stanley & Co. relies upon and uses heavily the Gas Price Indices calculated in accordance with the Comprehensive Methodology, and has done so for the same reasons referred to by Enron in paragraph 10 of the McKay Affidavit.  In my experience the Gas Price Indices calculated in accordance with the Comprehensive Methodology have become the Alberta natural gas industry standard for buyers and sellers in both Canada and the United States.
9. Morgan Stanley & Co. is concerned that the New Methodology for calculating the Gas Price Indices, and particularly limiting the calculation to those transactions transacted on the NGX Trading System, is too restrictive and less representative of the market, and results in the Gas Price Indices being far less reliable than they were when calculated in accordance with the Comprehensive Methodology which involves a comprehensive survey of Industry Participants.  The New Methodology also lacks the neutrality and consistency associated with the Comprehensive Methodology.  It is also vulnerable to shut-downs in the NGX Trading System.
10. Morgan Stanley & Co. is very concerned that with the New Methodology, the Gas Price Indices will lack reliability, neutrality and consistency, and may cause serious damage to Morgan Stanley & Co.’s business since it has numerous contracts with counterparties in which the payment obligations are calculated in accordance with the Gas Price Indices published in the Canadian Gas Price Reporter.
11. Morgan Stanley & Co. welcomes electronic, “real time” reporting of Gas Price Indices but does not support the narrow NGX New Methodology.  Morgan Stanley & Co. needs the Gas Price Indices to be calculated in accordance with the Comprehensive Methodology which has proven to be reliable, neutral and consistent.
12. I make this Affidavit in support of Enron’s application for an injunction requiring Canadian Enerdata to utilize the Comprehensive Methodology in calculating the Gas Price Indices that are published in the Canadian Gas Price Reporter.

	SWORN BEFORE ME at the City of
New York, in the United States of America,
this ____ day of December, 2000.

_______________________________
A Notary Public in and for the State of
New York, United States of America
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	RICHARD SHELTON




- 3 -




30345915.2
30345915.2

	[bookmark: Number]No: 0001-19183
	[bookmark: Year]A.D. 1999

	[bookmark: NDefendant][bookmark: NDefendant]
IN THE COURT OF QUEEN'S BENCH OF ALBERTA 

JUDICIAL DISTRICT OF CALGARY


	
BETWEEN:


[bookmark: Plaintiff]ENRON CANADA CORP.

Plaintiff
- and -

[bookmark: Defendant]NGX CANADA INC., CANADIAN ENERDATA LTD., WESTCOAST ENERGY INC., OM GRUPPEN AB and RICHARD ZARZECZNY

Defendants



	
[bookmark: Statement]AFFIDAVIT OF RICHARD SHELTON


	


BLAKE, CASSELS & GRAYDON LLP
Barristers and Solicitors
3500, 855 - 2nd Street  S. W.
Calgary, Alberta
T2P 4J8

[bookmark: SName]Dalton W. McGrath
(t): 260-9654
(f) 260-9700


File No:  83829/52




30345915.2
30345915.2
