Workpaper for 4/3/2006 NAESB WGQ Contracts Subcommittee Meeting


Customs Language Proposal for 

NAESB Base Contract for Sale and Purchase of Natural Gas

When this was last discussed (12/14/05), the Contracts Subcommittee conditionally accepted the concept for further development.  A definition for Customs Territory was needed as well as some means of optioning the provision in the language (possibly through a check-off within the document or a cover page election), since several meeting participants noted their transactions always took place within the United States, i.e. they did not purchase gas at border points.

A definition for Customs Territory of the United States is found within the Harmonized Tariff Schedule of the United States (2006)
, on General Notes - Page 3, available on the internet at:

http://hotdocs.usitc.gov/docs/tata/hts/bychapter/0600gn.pdf
The definition/language is copied below for convenience (ignore general note 1):

Harmonized Tariff Schedule of the United States (2006)

Annotated for Statistical Reporting Purposes

GN p.3

GENERAL NOTES

1. Tariff Treatment of Imported Goods and of Vessel Equipments, Parts and Repairs. All goods provided for in this schedule and imported into the customs territory of the United States from outside thereof, and all vessel equipments, parts, materials and repairs covered by the provisions of subchapter XVIII to chapter 98 of this schedule, are subject to duty or exempt therefrom as prescribed in general notes 3 through 18, inclusive.

2. Customs Territory of the United States. The term "customs territory of the United States", as used in the tariff schedule, includes only the States, the District of Columbia and Puerto Rico.
The language change, shown as evolving from the current draft, is below.  As redrafted, a cover page election to option in the provision may no longer be needed because if a transaction solely within the United States, the actions specified within the language do not apply.

Original Proposed Addition

Notwithstanding the foregoing, the parties agree that the delivery and transfer of title of all Gas under this Contract shall take place within the Customs territory of the Transaction Country.  Provided, however, that in the event Seller took title to the Gas outside the Customs territory of the Transaction Country, Seller represents and warrants that it is importer of record for all Gas entered and delivered into the Transaction Country, and shall be responsible for entry and entry summary filings as well as the payment of duties, taxes and fees, if any, and all record keeping requirements.

Revised Proposed Addition (redline)
Notwithstanding the foregoing, the parties agree that the delivery and transfer of title of all Gas under this Contract shall take place within the Customs Territory of the United States (as defined in general note 2 of the Harmonized Tariff Schedule of the United States).  Provided, however, that in the event Seller took title to the Gas outside the Customs Territory of the United States, Seller represents and warrants that it is 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 record keeping requirements.
Revised Proposed Addition (clean)

Notwithstanding the foregoing, the parties agree that the delivery and transfer of title of all Gas under this Contract shall take place within the Customs Territory of the United States (as defined in general note 2 of the Harmonized Tariff Schedule of the United States).  Provided, however, that in the event Seller took title to the Gas outside the Customs Territory of the United States, Seller represents and warrants that it is 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 record keeping requirements.

� From the United States International Trade Commission web site � HYPERLINK "http://www.usitc.gov/tata/index.htm" ��www.usitc.gov/tata/index.htm�  “The Harmonized Tariff Schedule of the United States (HTS) was enacted by Congress and made effective on January 1, 1989, replacing the former Tariff Schedules of the United States.”
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