THE DISCUSSION POINTS PROVIDED BELOW ARE INTENDED FOR DISCUSSION PURPOSES ONLY AND ARE NOT INTENDED TO OUTLINE OR REFLECT ANY AGREEMENT OR THE SPECIFIC TERMS OF ANY AGREEMENT.  THESE DISCUSSION POINTS ARE BEING PROVIDED TO FURTHER DISCUSSION OF THE DEVELOPMENT OF AN INDUSTRY DATA HUB AND ARE SPECIFICALLY PROVIDED IN ACCORDANCE WITH THE CONFIDENTIALITY AGREEMENT BETWEEN THE PARTICIPANTS IN THESE DISCUSSIONS.  THESE DISCUSSION POINTS CONSTITUTE CONFIDENTIAL INFORMATION UNDER THE AFOREMENTIONED CONFIDENTIALITY AGREEMENT.


The objective of the Hub is to:
· Allow for secure, efficient communication among participants in commodity markets, with an initial focus on North American natural gas and power markets, both physical and financial
· Dramatically increase the efficiency of front, mid, and backoffice operations 
· Significantly reduce the likelihood of errors in communication between buyers and sellers and within individual firms
· Provide a single liquid source of data that enables the fulfillment of commodity transactions
· Promote the competitive development of software and services that can take advantage of the efficiencies offered by the Hub
· Establish and promulgate standards for those firms that choose to use the Hub 
· Ensure the neutrality and security of the data kept in the Hub
· Comply with all pertinent governmental regulations
· Be operational by the end of 2001.

The initial technical characteristics of the Hub are expected to be:
· A central database accepting XML data
· Basic administrative and security functions
· Elegant, real-time connectivity to the Internet
· World-class physical and cyber security
· Elegant scalability for hardware and software.

The initial cost of the Hub is expected to be about $5 million, divided approximately as:
· Hardware			$1 million
· Software			$1-2 million
· Neutral Hosting		$1 million
· Neutral Administrator	$1 million
· Legal fees, etc		$0.5 million.


The initial revenue of the Hub is expected to be:
· $0.10 per operation-side flowing through the Hub
· buyer and seller each pay $0.10 (“each operation-side”)
· a single commodity transaction will likely create multiple operations (e.g. confirmation, scheduling, invoicing, payment and so on are each “operations”)
· Circa $1 million per year for sale of hub macro data to buyers such as McGraw Hill or Dow Jones
· ASP connection fee to be determined
· For profit, but recognizing that the direct profit opportunity in and of itself is not the primary reason for establishing the Hub.

The initial governance of the Hub is expected to be:
· Industry principals build the Hub
· Each principal owns an equal piece of the Hub and has an equal vote
· Each principal pays an equal share of costs and participates in an equal share of profits, if any
· Majority rules
· Voting rights equal to ownership percentage
· Later financing rounds (if necessary) will allow for unequal distribution of ownership, but voting rights may be capped at a pre-determined level (say, 30%, to be determined later) despite level of ownership
· Founding members maintain right of first refusal regarding follow-on investment opportunities in the Hub
· Day to-day operations of the Hub are administered by a neutral party, such as Deloitte or Accenture, paid for by the principals or by a management committee subject to pre-determined management objectives and processes
· The Hub is neutrally hosted by a world-class firm, such as EDS, paid for by the principals
· ASPs wishing to connect to the Hub must meet applicable Hub standards.  

The principles driving the selection of the Hosting and Administration services are:
· Clearly recognized as a best-in-class player
· Financially sound
· Competitive price for services
· Neutral (not a commodity industry principal).

Within two weeks of signing this agreement, the parties will:
· Reach mutual agreement on move forward position and execute appropriate legal agreement
· Create a free-standing LLC (e.g. HubCo)
· Elect senior interim management to initiate operations
· Each contribute into this HubCo their share of initial capital
· Make significant progress toward hiring a neutral Hosting firm
· Make significant progress toward hiring a neutral Administration firm.
