Frequently Asked Questions 
NAESB Base Contract for Sale and Purchase of Natural Gas
The NAESB Base Contract for Sale and Purchase of Natural Gas (Base Contract) is copyrighted and shall not be revised except through the use of Special Provisions that are identified on the Base Contract (“Cover Pages”).

General Information

How can I get a copy of the Base Contract?

The contract is available for download for the NAESB home page for NAESB members with dues current.  It may be purchased on diskette from the NAESB office at a cost of $25 for members and $50 for non-members.  
The original Gas Industry Standards Board (GISB) Base Contract is copyrighted and is dated January 7, 2000 (prior version dated May 13, 1996).  Subsequent versions of the copyrighted NAESB Base Contract are dated April 19, 2002 and September 5, 2006.
How do I use it?

As the holder of the contract (a NAESB member or someone who has purchased a copy of the contract from the NAESB office) you may print as many copies of the contract for your contracting use as you need.  You may also use the electronic version of the contract in WordPerfect or Word for Windows to electronically add in the terms of the agreement.  You should receive a copyright waiver letter with the contract.  This letter gives you permission to replicate the contract.  The waiver does not give you permission to pass on a copy of the contract to a customer for that customer t use in contracting with someone other than yourself.

Why is there a watermark?

The GISB/NAESB watermark is on your paper and electronic contract so that the party you are contracting with can know that it is a standard Base Contract.

Can I modify the contract?

Any modification to the contact terms, whether electronically or to the paper form should be clearly reflected to the party you are contracting with.  When you modify the contact electronically, you should delete the GISB/NAESB watermark from the documents so that the recipient knows that it is not the standard Base Contract.

Why is the watermark not appearing on the contract that I downloaded from NAESB?

In the conversion process for word processors, there are differing ways that watermarks are dealt with. You cannot successfully convert the WordPerfect version to Word and you cannot use the Word version in WordPerfect without losing the watermark. Make sure that you are reading the file you downloaded with the word processor for which it was formatted. 

I just received the Base Contract from someone and it does not have the GISB/NAESB watermark on it – why?

There are several reasons this could happen.  The company preparing the contract may have deleted the watermark because they modified the contract – or – the company preparing the contract may have had word processor problems that prevented them from printing the watermark.  Ask the company that sent you the contract.  It may still be a standard Base Contract, but for reasons earlier stated, they were not able to print the watermark on the contract.

How do I know that the contract that someone sends me is the standard contract?

There are several things you should check.  Compare the contract to the original you downloaded or received from NAESB.  Make sure the date is the same, the watermark appears and that the copyright language is in place.  Ask the company that forwarded the contract to you.

Why are the pages printing differently than on the paper copy?

Many word processors reformat documents according to the printer that is set as the default. When we created these documents we used a Hewlett Packard 5P printer. When you initiate this document in your word processor you may have to make some minor adjustments to the margins or font sizes to get the paging to stay the same. If you are using the Word version, do not adjust the top margin setting. The GISB/NAESB watermark, in Word, is contained in the header of the document. Any adjustment to the top margin may cause ‘unpredictable results’. In Word, it is best to modify the right, left and bottom margins -or- make adjustments to the font sizes in the text. 

NAESB BASE CONTRACT Dated April 19, 2002

Does the contract replace the GISB version 1.5 short-term base contract? 
Yes. The Base Contract dated April 19, 2002 is intended to replace the GISB version 1.5 short-term base contract dated January 7, 2000 (prior version dated May 13, 1996). 

Is the contract a short-term or long-term agreement? 
It can be utilized as either a short-term and long-term agreement. This contract is clearly identified as a “Base Contract” which is intended to carry no presumption with respect to its appropriate uses. While the predecessor to the Base Contract, which was identified as “Short Term Base Contract,” was intended for use as a short-term (one month or less) agreement, this current contract omits any reference to “long-term” or “short-term” to indicate that it may be used for a Delivery Period to be determined by the parties. 

Due to the fact that there is no industry standard definition for “long-term” or “short-term”, there is considerable divergence of opinion as to terms & conditions suitable for that length of Delivery Period. A contract term that is longer than 30 days does not necessarily imply that the agreement is a long-term contract. 

It is therefore envisioned that the Buyer and Seller will negotiate amendments and/or special terms and provisions to the Base contract to meet their mutual needs for the contracted Delivery Period. 

NAESB BASE CONTRACT DATED SEPTEMBER 5, 2006

Does the contract dated September 5, 2006 replace the NAESB Base Contract dated April 19, 2002?
Yes.  The contract dated September 5, 2006 is intended to replace the NAESB contract dated April 19, 2002, however it is not required to be used and parties are free to continue to use prior versions of the contract. 

Cover Page 
What are the changes to the cover page of the contract dated September 5, 2006 and why were they made?

The cover page is now two pages due to the inclusion of additional information.  New items added to Section 10.2 on the cover page include: 

 – Additional Event of Default (definition 2.1), 

 – Transactional Cross Default (definition 2.33), 

 – Indebtedness Cross Default (definition 2.23), and 

 – Specified Transaction(s) (definition 2.30).  

These provisions were added to reflect the typical special provisions that many parties were adding to their NAESB contracts.  These provisions are not mandatory, but are alternatives that may be selected by the parties to a NAESB contract.

Section 2.2 – Affiliate (New)
Please explain the reason to add a definition for Affiliate to the new NAESB contract.

A definition for Affiliate was added to the NAESB contract since such term was used in new Section 14 (Market Disruption), new Section 10.3.2 (Triangular Set-off) and Section 15.1.

Section 8.4 – Reporting of imports to US (New)
Under Section 8.4, are all transactions at border points reportable?

Not necessarily because reporting all transactions could result in import/export quantities being over reported. While a transaction may be scheduled at a border point, the point of transaction (where title changes hands) may be a slightly different location than the scheduling point.  Further, the title to the Gas may change hand several times before it is transported away from the point of transaction, e.g. daisy chain transactions.  

Under Section 8.4, what types of title transfer transactions are addressed?

The language presumes that the title transfer takes place within the Customs Territory of the United States which covers two possibilities.  The first is that the Seller purchased (or took title to) the Gas outside the United States and transferred it to the Buyer in the United States and must comply with all applicable record keeping requirements. The second is that the Seller purchased (or took title to) the Gas within the United States and transferred it to the Buyer in the United States, in which case, the import record keeping and reporting requirements are not applicable. 

Under Section 8.4, what types of title transfer transactions are not addressed?

When the Seller purchases (or takes title to) the Gas outside the United States and transfers it to the Buyer outside the United States the import record keeping and reporting requirements are not applicable.  In this case the counterparties could consider use of a special provision or the NAESB Canadian Addendum.

Section 9.4 – Payment Notice implementation (New)
Please explain the reasons to add a payment notice implementation provision.

Payment notice implementation was added to address concerns that parties were not implementing new payment instructions in a timely manner. 

Section 10.3.2 - Triangular Set-Off (New)
Please explain the new Triangular Set-Off provision on the Cover Page.

This provision was added to reflect the typical special provision that many parties were adding to their NAESB contracts.  This provision is not mandatory, but is an alternative that may be selected by the parties to a NAESB contract.
Section 14 – Market Disruption (New)
Please explain the reason a new Section 14 Market Disruption provision was added to the NAESB contract.

It was recognized that the price of many transactions is based in whole or part on an index.  Further, market participants’ experiences indicate sufficient frequency when such indices were unavailable that a standard provision should be included in the NAESB contract to provide mechanisms to determine an alternative price 

Section 15.12 – Validity of copies of Base Contract (New)
Please explain the reasons to add a provision on the validity of copies of a NAESB contract.

Section 15.12 recognizes the new electronic copying alternatives for storing and retrieving original contracts.  Specifically this provision sets forth counterparties agreement to permit electronic copies of original documents to be valid as a document to evidence the original paper contract.
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