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Coal Trading Association Encourages Support for Standardization of the Quantity Variance Adjustment Provision in the Master Coal Purchase and Sales Agreement, 
Effective January 1, 2010
Arlington, VA, November 3, 2009—The Board of Directors of the Coal Trading Association (CTA) has affirmed the importance of an existing provision in the Master Coal Purchase and Sales Agreement that addresses volumetric mismatches in Over-the-Counter (OTC) contracts.  The process, known as Quantity Variance Adjustment (QVA), would take effect on January 1, 2010, and become standard in the CApp Rail Products for CSX and Norfolk Southern. Final review and approval of the measure will be presented to the CTA’s membership at the 2009 Annual Business Meeting on December 7 in New York City.
Several CTA member firms and industry leaders have already agreed to support the QVA provision. They include Arch, DTE Energy, Duke, Koch, Mirant, Peabody, Rhino, United, and White Energy. Several other key participants have also expressed support for the move. Additional participants are expected to announce their official support for the provision following the December 7 business meeting.
 

The QVA provision was developed by the CTA’s New Products Committee and then approved by the Board of Directors. According to CTA President Raphael Pierce, “Counterparties adopting QVA would use prompt market index pricing to systematically settle monthly volumetric discrepancies. The standard represents a critical step toward stabilizing liquidity and building the necessary confidence to attract a broad base of future participants going forward.”

According to QVA Subcommittee Chairwoman Jennifer Johnson, "As companies eliminate exposure from positions that do not have QVA, we should see an increase in OTC CApp Rail activity markets that includes monthly QVA as standard. This provision, when established as a standard, will better position participants to manage traditional, mostly annual, tonnage-based exposure with OTC physical and financial products.” Earlier this year, the CTA’s members approved a proposal to include QVA as a standard specification of the Power River Basin products beginning in 2011.”
 
The CTA has posted background information on the QVA issue and an FAQ document on the CTA website for Industry Standards (http://www.coaltrade.org/industrystan.html). Comments on the QVA provision may be sent to the CTA Executive Director Bob McLean, CAE (bmclean@coaltrade.org).

The CTA business meeting on Monday December 7 is open to all CTA members. The meeting is held in conjunction with the Coal Trading Conference, which begins with a welcome reception on December 7 and continues with a day-long series of speakers and panelists on December 8. Pre-registration is required for the conference only.

 

The CTA exists to promote efficient and effective coal trading and risk management practices and procedures. CTA develops and maintains industry standards for coal trading activities with the goal of achieving a disciplined, liquid, and efficient coal trading industry. To achieve this goal, CTA develops consensus-based policies, exchanges information among members and other interested professional and technical groups, and offers training programs to improve the knowledge, skills, and practice tools of its members.
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