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SUMMARY

The United States District Court for the Southern District of Texas reviewed challenges to ICC
arbitration awards arising from a contract for the design and construction of natural gas facilities in
Peru. The court vacated and remanded the award as to certain IGV taxes and the effect of the parties’
stipulation regarding credits and payments, while confirming the remaining aspects of the arbitration
award. The court denied the request to vacate the entire award based on alleged arbitrator bias and
other asserted defects.
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QUESTIONS PRESENTED

1. Whether the arbitration panel manifestly disregarded New York law on concurrent delay in awarding
liquidated damages for LGA's failure to meet interim deadlines

2. Whether the contract terms defining completion milestones were too indefinite to be enforceable

3. Whether the panel manifestly disregarded New York law on the basis of design in awarding carbon
dioxide corrosion damages

4. Whether the panel's evidentiary rulings excluding parol evidence regarding the pipe credit cap violated
due process

5. Whether arbitrator Jaffe exhibited evident partiality or misconduct requiring vacatur

6. Whether the panel's refusal to incorporate the parties' stipulation required vacatur of the entire award

HOLDINGS

1. The arbitration panel did not manifestly disregard New York law on concurrent delay; the panel
correctly stated and applied the law, and its findings on Company Delays were supported by the record.

2. The contract terms were not too indefinite; the panel's interpretation of the 48-hour testing requirement
and other protocols drew its essence from the agreement.

3. The panel did not manifestly disregard New York law on the basis of design; the panel found Schedule
2.06's specification of 'saturated' gas did not relieve LGA of responsibility for addressing CO2 corrosion,
based on conflicting expert testimony.

4. The panel's exclusion of extrinsic evidence did not deprive LGA of a fundamentally fair hearing; the
panel correctly found Section 5.05(b) unambiguous when read with Schedule 5.05(B).

5. LGA failed to allege facts showing evident partiality or misconduct by Jaffe; the disclosures made were
sufficient, and LGA waived its objections by failing to challenge timely.

6. The panel's refusal to incorporate the stipulation did not require vacatur of the entire award; the panel
did not exceed its authority or engage in misconduct, and the issue is remanded for resolution of the
stipulation's effect.

KEY QUOTATIONS

“Judicial review of arbitrators' decisions is 'extraordinarily narrow' under the Federal Arbitration Act.”
(604)



“A district court should 'interpret the arbitrator's award and the contract broadly so as to uphold the
award.'” (606)

“The Fifth Circuit has described First Options as the Supreme Court's 'clear approval of the `manifest
disregard' of the law standard in the review of arbitration awards under the FAA.'” (606)

“As the matters contained in the May 2001 Stipulation were resolved by the parties and not subject to
resolution by the Tribunal, there is no proper basis for 'correcting' or 'interpreting' the Final Award.” (630)

FACTUAL BACKGROUND

LGA designed and built natural gas facilities in Peru for Aguaytia under a contract with an ICC arbitration
clause. The arbitration panel resolved numerous claims and counterclaims over two phases, issuing interim and
final awards requiring LGA to pay Aguaytia a net amount of $13.4 million. LGA challenged six specific aspects
of the awards and sought vacatur of the entire award based on alleged arbitrator bias and the panel's refusal to
incorporate a stipulation.

PROCEDURAL HISTORY

LGA petitioned to vacate, modify, or amend arbitration awards issued after a two-phase ICC arbitration
concerning a construction contract. Aguaytia moved to confirm and enforce the awards with a stipulated offset.
The district court reviewed the awards under the FAA and international conventions.

DISPOSITION

partially_vacated_and_remanded

REMAND INSTRUCTIONS

Remand to arbitration for determination of the amount of IGV taxes owed and resolution of the effect of the
parties' stipulation as to payments and credits on the arbitration award.
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