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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 Director of Wholesale Gas and Retail Markets Quadrant
RE:
WGQ Contracts Subcommittee Final Meeting Minutes – June 30, 2022
DATE:

July 12, 2022
WGQ CONTRACTS SUBCOMMITTEE

Conference Call with Webcasting
Thursday, June 30, 2022
2:00 PM to 4:00 PM Central
FINAL MINUTES
1.
Welcome & Administrative Items

Mr. Sappenfield opened the meeting and welcomed the participants. Ms. Mallett delivered the Antitrust and Other Meeting Policies reminder and conducted the introductions. Mr. Sappenfield reviewed the draft agenda. Ms. Lopez moved to adopt the draft agenda. Mr. Cox seconded the motion. The motion passed a simple majority vote without opposition.

The participants reviewed the June 9, 2022 draft meeting minutes.  A minor edit was made.  Mr. Burden moved to adopt the minutes as revised.  Ms. Lopez seconded the motion.  The motion passed without opposition.  
The June 9, 2022 final meeting minutes may be accessed at the following link: https://naesb.org//pdf4/wgq_contracts060922fm.doc.
2.
Discussion on 2022 WGQ Annual Plan Item 4 – Renewable Natural Gas Addendum
Mr. Sappenfield reviewed the Scope Document with the participants.  He stated that the term “Party” and “Parties” were lower cased throughout the draft Renewable Natural Gas (RNG) Addendum (draft RNG Addendum) to the NAESB Base Contract for Sale and Purchase of Natural Gas (NAESB Base Contract).
The subcommittee participants reviewed the draft RNG Addendum.  The following is a highlight of that discussion. 
Ms. Batchelder suggested that a definition for “ECS” be placed in the draft RNG Addendum, since it is only defined in the most recent version of the NAESB Base Contract. 
Section 3.6 Buyer’s Performance Obligation: Ms. Batchelder suggested that this provision be deleted.  Mr. Sappenfield stated that, in some instances, the buyer’s performance is based on having an identified Vehicle Fuel Producer.  Ms. Batchelder stated that these instances are in the biogas compliance market. She suggested that, since this is agreed to in the Transaction Confirmation, the addendum should be silent and leave it to the contracting parties to identify the fuel. Mr. Cox agreed and the section was deleted.
Section 4.4 Daily Contract Quantity Nominations: Ms. Batchelder stated that the language as written does not apply to all transactions.  She stated that the language would be used where there is a full uptake; however, there are many exceptions where this is not needed.  Mr. Sappenfield stated that a checkbox could be added to the Transaction Confirmation, if required.  The subcommittee agreed to delete the language. 

Section 7.8 Right to Audit:  After reviewing Section 7.6 of the NAESB Base Contract, this, Section 7.8, was deleted. Ms. Sieg noted that Section 7.6 of the NAESB Base Contract refers to invoicing and payments.  Mr. Sappenfield stated that the language of 7.6 covers all of the records.

Section 7.9 Audit, Finality of Invoices: Ms. Batchelder noted that the language of this section conflicts with the two-year cut off time in Section 7.6 of the NAESB Base Contract and questioned whether that time period should be extended.  Mr. Sappenfield stated that Section 7.6 of the NAESB Base Contract is duplicative of Section 7.9 and suggested that Section 7.9 be deleted. The subcommittee agreed to delete the section.  
Section 7.10: Mr. Sappenfield stated that this new section was added to address prepayment for RNG, separate from the prepayment for RNG credits under Section 16.3.2.4.  Mr. Cox stated that there are some common negotiated concerns because parties may wait for pathways to be approved. Mr. Sappenfield stated that the topic may be better as an FAQ and Special Provision.
Section 12: The subcommittee participants compared Section 12 in the NAESB Base Contract with Section 12 in the draft RNG Addendum.  Mr. Cox suggested deleting Section 12 in the draft RNG Addendum.  The subcommittee agreed and deleted this section. 
Section 15.6: The participants compared the language of Section 15.6 in the NAESB Base Contract with the language of the same section in the draft RNG Addendum.  It was noted that, in the draft RNG Addendum, the language is shorter because the definition for “Applicable Law” was incorporated into the text.  The subcommittee agreed to delete Section 15.6 in the draft RNG Addendum because it is duplicative.
Section 15.13: Ms. Batchelder stated that without the proposed revisions to Section 15.13, the provision would supersede the governing law elected by the parties on the cover page.  She explained that the revisions convey that whatever jurisdiction is looking at the language should look to the state.  Mr. Sappenfield agreed with the revisions and stated that they clarify the intent of the standard.  Mr. Cox stated that the language may not apply to a voluntary program.  The subcommittee accepted the proposed revisions and added “if any” at the end of the provision to cover the voluntary RNG market.

Section 16 Renewable Natural Gas Additional Terms and Conditions: Mr. Sappenfield noted that Section 16 marks the beginning of new provisions that are specific to RNG transactions. 
Sections 16.1.1 Environmental Attributes Associated with RNG and 16.3.3: Mr. Sappenfield read the language of the section and compared it to that of Section 16.3.1.  Mr. Cox stated that Section 16.3.3 is an affirmation of the rights while Section 16.3.1 is talking about the claims the parties have made.  The subcommittee agreed to delete Section 16.3.3, as it is not part of the process. 

Mr. Schoene asked whether the word “claim” has a contractual definition.  He asked where the line was drawn for a claim and whether a claim would result where a producer says that RNG has an environmental benefit.  Mr. Sappenfield stated that the owner of the Environmental Attribute has exclusive right to the claim.  Ms. Batchelder stated that the Federal Trade Commission Green Guides provide guidance on what can and cannot be claimed for renewable and carbon offsets.  She stated that Jeremy Weinstein had noted an instance where an entity had made a claim that a product was “renewable” and lost their rights.  Ms. Mallett noted that the paper that Ms. Batchelder was referring to had been posted on the NAESB website.  Mr. Sappenfield asked to post the document as a work paper for the instant meeting. Mr. Schoene stated that the word “claim” is vague or, at least, easily misinterpreted.  Ms. Sieg explained that some of the background on this came from the renewable energy certificate market wherein double claims were an issue.  She noted that Green-e also has guidance on what can and cannot be claimed.

Section 16.1.2 Disqualified RNG:  Mr. Sappenfield stated that, in the certified gas effort, this section was revised because the participants did not want one transaction to terminate the whole contract.  The subcommittee agreed to delete the clause “and such termination shall be considered an Event of Default….” Mr. Sappenfield stated that, if the parties cannot determine a replacement price, then a floating price is determined.  He noted that the key is that the parties can agree upon a price, but there is also a default mechanism.  Mr. Cox stated that disqualified gas is not common, but it is a need that prompts unwinding.  Ms. McGoogan stated that the language puts the regulatory risk on the seller.  Mr. Sappenfield stated that the buyer and seller may agree that Section 16.1.2 will not apply to their agreement.

Section 16.1.4 Registration: Mr. Sappenfield asked whether the cost associated with registration is known under the Applicable Programs.  He added that NAESB does not define costs, only highlights who will pay on a Transaction Confirmation.
Sections 16.2.1.1 and 16.2.1.2:  Mr. Sappenfield read the sections and stated that the seller’s agent and buyer’s affiliate were added because the party to the transaction is not always the party keeping the books.
Section 16.2.1.3: Mr. Sappenfield noted that RNG credit delivery takes place after the physical delivery of the product.
The draft RNG Addendum, as revised during the meeting, is available at the following link: https://naesb.org//member_login_check.asp?doc=wgq_contracts063022a2.doc. 
3.
Other Business
The next WGQ Contracts Subcommittee has been scheduled for Thursday, July 14, 2022 from 2:00 to 4:00 PM Central.  During that meeting, the participants will continue work on 2022 WGQ Annual Plan Item 6, the development of a Renewable Natural Gas Addendum to the NAESB Base Contract.  On Thursday, July 21, 2022 from 2:00 PM to 4:00 PM, the WGQ Contracts Subcommittee has scheduled another meeting to continue to discuss the certified gas addendum to the NAESB Base Contract.
4.
Adjourn

The meeting adjourned on motion made by Mr. Connor at 3:54 PM Central. The motion passed without opposition.
5.
Attendance
	Name
	Organization

	Rebecca Batchelder
	BP

	Keri Bevel
	Element Markets

	Christopher Burden
	Enbridge (U.S.) Inc.

	Pete Connor
	rep. American Gas Association

	David Cox
	RNG Coalition

	Jay Dibble
	Calpine Corporation

	Ronnie Hensley
	Southern Star Central Gas Pipeline, Inc.

	Rachel Hogge
	Eastern Gas Transmission & Storage, Inc.

	Pete Koszalka
	PG&E

	Tara Liscombe
	Castleton Commodities Merchant Trading L.P.

	Nichole Lopez
	Kinder Morgan

	Elizabeth Mallett
	North American Energy Standards Board

	Steven McCord
	TC Energy Corporation

	Melissa McGoogan
	Northwest Natural Gas

	Keith Sappenfield
	Corpus Christi Liquefaction

	Ben Schoene
	ConocoPhillips

	Lisa Sieg
	LG&E and KU

	Tatjana Vujic
	Jenner & Block

	Mary Wolosek
	Southern Company
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