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North American Energy Standards Board

1415 Louisiana Street, Suite 3460, 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 – August 2, 2022
DATE:

August 25, 2022
WGQ CONTRACTS SUBCOMMITTEE

Conference Call with Webcasting
Tuesday, August 2, 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. Crockett moved to adopt the draft agenda. Mr. Weinstein seconded the motion. The motion passed a simple majority vote without opposition.

There were no draft minutes reviewed. 
2.
Discussion on 2022 WGQ Annual Plan Item 6 – Develop business practice standards, as needed, to support purchase and sale transactions related to sustainably produced natural gas 
Mr. Sappenfield reviewed the Scope Document for the draft Certified Gas (CG) Addendum (draft CG Addendum) to the NAESB Base Contract for Sale and Purchase of Natural Gas (NAESB Base Contract). He stated several comments regarding “Facility(ies)” were submitted for review and combined into the posted draft CG Addendum.
Section 2.47 “Facilities”:  The subcommittee reviewed comments and proposed redlines from Project Canary.  Mr. Sappenfield noted that the comments from MiQ contain the additional proposed phrase “from natural gas production equipment.”  He stated that, in this case, it is what the Certification Authority specifies as the gas.  Mr. Sappenfield stated that, the topics from the EDF comments, would be addressed in the Certification, rather than set out in a transaction between Buyer and Seller.  Mr. Webster stated that the Certification would govern the scope of what is certified.  Mr. Sappenfield explained that the Certification Authority will indicate the name for the sources and geographic area and the subcommittee will add a field in the draft CG Addendum to inform the Buyer of the name.  He stated that if the name of the sources/location is not in the certificate that is posted or exchanged, then it is on a registry or another system that can be viewed.  Mr. Webster suggested a stipulation to define the area in a registry or elsewhere.  Ms. Karas asked why the percentage share would not be included in Exhibit A.  Mr. Sappenfield stated that the draft CG Addendum could state who issues the Certification, the rating, and registry information, if applicable.  He stated that the Environmental, Social, and Governance (ESG) attributes could also be set out in the certificate, but if no certificate is needed, then the parties may only want the rating. 

Ms. Batchelder stated that there are two types of trades: 1) purchase of a certain percentage of production from a facility and 2) purchase of a certain number of certificates.  Mr. Sappenfield stated that a commentor had mentioned separating the CG from the certificate.  Ms. Batchelder stated that not allowing the separation of CG and certificates in the draft CG Addendum would hurt liquidity in the market if the two need to be bundled together.  She stated that the draft CG Addendum would not be as useful if drafted for bundled products.  Mr. Weinstein supported the comments made by Ms. Batchelder.  Mr. Schoene stated that, if one wants to sell with a methane performance certificate, that could be done under this agreement.  Ms. Stewart stated that the liquidity of differentiated gas is very limited if physical only.  She explained that the market will become more liquid if it goes beyond the physical gas.  Mr. Webster stated that the subcommittee should allow for the long-term flexibility of unbundling.  Mr. McCord stated that the NAESB Base Contract is for trading gas and the NAESB Addendums are stacked on top of that.  He asked whether this effort should be a different instrument.  The subcommittee added a note to the section to consider all of the natural gas production. 

Section 2.42 Certified Gas: The subcommittee added a note: “Proposed definition for Certified Gas:  Gas and the ESG Attributes associated with a volume of Gas equivalent to the Contract Quantity that were produced from a Well with a Certification meeting the requirements of the Certification Organization designated on the CG Transaction Confirmation.”
Section 2.40 Certification Authority: The subcommittee added the phrase “as specified in the CG Transaction Confirmation.” Ms. Karas suggested adding more clarity to this definition.  A note concerning methane intensity was added to Exhibit A.  Mr. Webster suggested that methane intensity be that defined by the Certification Authority.  Mr. Tijbosch stated that attempting to define “Methane Intensity” would take a substantial amount of time, as there is no standard.  He recommended the subcommittee avoid defining the term. Mr. Weinstein asked to what the term “Methane Intensity” referred.  Mr. Sappenfield stated that it is all sorts of measurements in methane emissions at a site.  Mr. Weinstein asked whether the measurements for methane intensity were done in the course of extracting the gas; the same as leakage. Ms. Applegate explained that the measurement is how much methane emission is leaked as opposed to put in a pipe.  Mr. Weinstein asked whether methane intensity could be considered “fugitive gas.”  Mr. Tijbosch stated that methane escapes through venting and flaring also.  Mr. Weinstein stated that he drew from the discussion that those who will use the draft CG Addendum would have access to existing registries that qualify the gas with these kinds of characteristics. Mr. Sappenfield agreed and stated that the draft CG Addendum would point to the certificate to define the ESG Attributes, one being Methane Intensity.
Section 2.47 Verification Provider: Mr. Sappenfield stated that Project Canary suggested the deletion of this definition.  Ms. Applegate stated that there is a difference between the Certification Authority and the Verification Provider. Mr. Tijbosch explained that, like financial markets, the Certification Authority writes standards and the verifier is a separate because the owner/drafter of the standard, which is the Certification Authority cannot have an interest in the outcome.  Ms. Applegate stated that the Verification Provider definition is duplicative of the Independent Certification Authority definition, except in cases of self-attestation. Mr. Tijbosch stated that the auditor is a separate entity from the Certification Authority.  
Mr. Webster asked whether the proposal was to state that the verification process is discretionary.   Mr. Sappenfield stated that the proposal is that it is the Buyer’s choice on whether the Certification Authority has a verification provider.  Ms. Sieg stated that, in the effort to create the NAESB Renewable Natural Gas Addendum to the NAESB Base Contract, the Buyer would need to select an Applicable Program that includes a verification provider.  Mr. Tijbosch stated that the optionality of a verification provider undercuts the notion of the draft CG Addendum and reduces the credibility of the process. Ms. Karas agreed with the comments made by Mr. Tijbosch and stated that her company is trying to capture what is actually being transacted today.  She asked whether the FAQ would add clarity to the decision to make the verification process discretionary.  Ms. Applegate stated that the certification with transparent data has credibility.  She stated that having clear data should support the idea that gas is certified.  Ms. Sieg stated that is would be determined by the program selected by the Buyer.  For example, if one chose MiQ, the verification provider would not be discretionary. Ms. Sieg explained that the Green-e program has an unspecified independent auditor.  She stated that Green-e certifies and another party audits as a Green-e requirement.  Mr. Tijbosch stated that the issue is the sustainability of an early market.  He stated that, if the subcommittee refers to “Certified Gas,” then “Certified Gas” should have a clear meaning.  Ms. Applegate asked to place the discussion on the Parking Lot. The subcommittee noted to return to the discussion at a later date.
Mr. Sappenfield requested that the participants submit any comments on Exhibit A.

The draft CG Addendum, as revised in the meeting, may be accessed at the following link: https://naesb.org//member_login_check.asp?doc=wgq_contracts080222a1.docx. 

3.
Other Business
The next WGQ Contracts Subcommittee meeting to discuss the draft Certified Gas Addendum has been scheduled for Thursday, August 18, 2022.  During the meeting, the participants will continue work on 2022 WGQ Annual Plan Item 6, the development of a Certified Gas Addendum to the NAESB Base Contract.
4.
Adjourn

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

	Michelle Applegate
	Project Canary
	Services

	Rebecca Batchelder
	BP
	Producer

	Valerie Crockett
	Tennessee Valley Authority
	End User

	Bobby Goel
	Tennessee Valley Authority
	End User

	Ronnie Hensley
	Southern Star Central Gas Pipeline
	Pipeline

	Rachel Hogge
	Eastern Gas Transmission & Storage, Inc.
	Pipeline

	Natalie Karas
	Environmental Defense Fund
	End User

	Nichole Lopez
	Kinder Morgan Inc.
	Pipeline

	Elizabeth Mallett
	North American Energy Standards Board
	N/A

	Steve McCord
	TC Energy Corporation
	Pipeline

	David McCullough
	Eversheds Sutherland
	Services

	Joshua Phillips
	Southwest Power Pool
	End User

	David Portz
	Golden Pass LNG
	Pipeline

	Keith Sappenfield
	Corpus Christi Liquefaction
	End User

	Gaye Lynn Schaffart
	Tenaska
	Services

	Ben Schoene
	ConocoPhillips
	Producer

	Lisa Sieg
	LG&E and KU Services Company
	End User

	Jennifer Stewart
	Equitable Origin
	Services

	Keith Sutherland
	Emera Energy
	Services

	Georges Tijbosch
	MiQ
	Services

	Caroline Trum
	North American Energy Standards Board
	N/A

	Karen Utt
	Tennessee Valley Authority
	End User

	Ben Webster
	MiQ
	Services

	Jeremy Weinstein
	PacifiCorp
	End User

	Christopher York
	DTE Energy
	End User
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