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North American Energy Standards Board

801 Travis, Suite 1675, Houston, Texas 77002

Phone: (713) 356-0060, Fax: (713) 356-0067, E-mail: naesb@naesb.org


Home Page: www.naesb.org

via posting
TO:
NAESB Wholesale Gas Quadrant (WGQ) Contracts Subcommittee and Interested Industry Participants

FROM: 

Elizabeth Mallett, NAESB Deputy Director 

RE:
WGQ Contracts Subcommittee Draft Meeting Minutes – October 20, 2017
DATE:

February 6, 2018
WGQ CONTRACTS SUBCOMMITTEE

Face-to-Face Meeting with Webcasting
Held at the NAESB Office in Houston, TX
Friday, October 20, 2017
11:00 AM to 1:00 PM Central
DRAFT MINUTES
1.
Welcome & Administrative Items

Mr. Sappenfield opened the meeting and welcomed the participants.  Ms. Mallett delivered the Antitrust and Other Meeting Policies reminder.  The participants introduced themselves in person and over the phone.  Ms. McCain, seconded by Mr. McCord, moved to adopt the draft agenda as final.  The motion passed without opposition.

There were no draft minutes reviewed during the meeting.
2.
Review 2017 WGQ Annual Plan Item 5b – Develop the Mexican Addendum or Base Contract 

On August 22, 2017, the WGQ Contracts Subcommittee voted out a recommendation containing the NAESB Mexican Addendum to the NAESB Base Contract for Sale and Purchase of Natural Gas (the Addendum).  The recommendation and its attachment were posted for a thirty-day industry comment period beginning on August 22, 2017 and concluding on September 20, 2017.  During the comment period, one set of comments was submitted from Santa Fe Natural Gas.

The subcommittee reviewed the Chair's Work Paper containing the comments submitted by Santa Fe Natural Gas and developed responses to the comments for the WGQ Executive Committee.  The participants reviewed each of the nine Santa Fe Natural Gas Comments included on the Chair’s workpaper.  The following is a highlight of that discussion.

Comment #1:  Santa Fe Natural Gas suggested including a specific section on Page One of the Addendum to provide the information related to the authority of the legal representatives.  The comment noted that, excepting a few cases, there is no inherent authority under Mexican agency law and that legal representatives are required to hold a power of attorney with all the formalities required under Mexican Law.  The subcommittee modified the signature language on the Addendum to include the submission of any additional required documentation.
Comment #2:  Referring to Section 1.3 Documents Prevalence, the comment stated that many customers and end users may not feel comfortable using a non-written transaction procedure and asked the subcommittee to consider the recent amendments to the Codigo de Comercio which establish a set of detailed rules for electronic commerce, transactions, and other electronic undertakings.  Mr. Sappenfield noted that the Addendum and the NAESB Base Contract for Sale and Purchase of Natural Gas would be executed concurrently.  Mr. Hoffee [not on the attendee list – my notes don't show who actually made this comment during the meeting] stated that the Addendum lays out the framework, but the Special Provisions must supersede the Addendum.  Mr. Rodriguez asked what the order of priority would be if executing the Canadian Addendum to the NAESB Base Contract for Sale and Purchase of Natural Gas.  Mr. Sappenfield explained that the order would be the same as written in the Addendum.  The subcommittee determined that no changes would be made in response to the comment.
Comment #3:  Referring to Section 2.3 of the Addendum (definition of “Alternative Damages”), the comment recommended including Pesos or Pesos per GJ under the scope of the definition.  The subcommittee modified Section 2.3 accordingly.
Comment #4:  Under the Section 2.18 (definition of “EFP”), the comment explained that Mexico does not have a futures market for natural gas and the provision in the Addendum referring to the rules of relevant futures exchange should be omitted.  The subcommittee modified the language of Section 2.18 accordingly.

Comment #5:   Referring to Section 2.38 (definition of “Termination Currency Equivalent”), the comment noted that the exchange rate should be referenced to the exchange rate published by the Bank of Mexico in the Federal Register, Diario Oficial de la Federación, on the Early Termination Date rather than leaving the procedure open for interpretations. Additionally, the comment explained that, unlike in U.S. jurisdictions, concepts like “commercially reasonable” are not extensively developed under Mexican law, so the definition as it stands provides additional discretion for a party to select the exchange rate.  Mr. Kolobara stated that a midpoint between the Mexican Federal Bank and the US Federal Bank rate should be established to make up for volatility.  Mr. Sappenfield stated that the proposed modification envisions that most of the transactions will take place in Mexico.  He noted that the counterparties could create a Special Provision to the contract.  The subcommittee modified the definition to specify that the exchange rate utilized in calculating the Termination Currency Equivalent will be the exchange rate that is published by the Bank of Mexico in the Federal Register on the Early Termination Date.

Comment #6:  In Section 5 Quality and Measurement, the comment asked that a reference to the gas quality Mexican Official Standard, Norma Oficial Mexicana (NOM-0010SECRE-2010), be added due to the specific remedies in case of off-spec deliveries contained within.  Mr. Sappenfield suggested adding the phrase “under the Receiving Transporter’s terms and conditions” for clarification.  Mr. Busch added the phrase “approved by the Comisión Reguladora de Energía….”
Comment #7:  Referring to Section 6.3 Permitting in Mexico, the comment recommends including a similar provision for imports to Mexico.  Mr. Sappenfield stated that Mexican permits may be required prior to gas deliveries.  Mr. Busch suggested that a reference to the Secretaría de Energía (SENER) also be added to the Section.  The subcommittee modified Section 6.3.

Comment #8:  The comment suggested replacing “Mexican currency” and “United States currency” with “Dollars” and “Pesos” for the sake of consistency in Section 7.5 Unpaid Portions Accrual.  The subcommittee accepted the modifications.  Mr. Rodriguez modified Section 8.6 as well in order to further clarify the language.
Comment #9:  The final comment recommended that, in addition to having the Federal Laws of Mexico as a default choice of law, the Addendum also establish that “federal courts” in Mexico City are made the default provision in the Base Contract.  Mr. Busch stated that he preferred to be silent on the issue and leave the parties to negotiate.  Mr. Kolobara stated that there may be future modification requests to the Mexican Addendum regarding collateral insurance, bankruptcy, risk policies.
3.
Adjourn

The meeting adjourned by consensus at 12:25 PM Central.
4.
Attendance
	Name
	Organization

	Laura Bolado
	Gas Natural Servicios

	Jim Busch
	BP

	Pete Connor
	American Gas Association

	David Crabtree
	People’s Gas

	Valerie Crockett
	Tennessee Valley Authority

	Douglas John
	John & Hengerer LLP

	Miki Kolobara
	Energy Transfer Equity, L.P.

	Michael Lerch
	Northwest Natural Gas Company

	Dianne Loepker
	Bonneville Power Administration

	Elizabeth Mallett
	North American Energy Standards Board

	Marcy McCain
	Spectra Energy Corp.

	Steve McCord
	TransCanada Pipelines USA, Ltd

	Jose Rodriguez
	BP

	Douglas Rudd
	New Jersey Natural Gas Company

	Michael Russ
	National Fuel Gas Supply Corp.

	Keith Sappenfield
	Environmental Resources Management

	Bill Sullivan 
	ACES Power

	Jeremy Weinstein
	PacifiCorp
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