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

FROM: 

Amrit Nagi, Staff Attorney 
RE:
WGQ Contracts Subcommittee Final Meeting Minutes – November 7, 2024
DATE:

November 12, 2024
WGQ CONTRACTS SUBCOMMITTEE

Conference Call with Webcasting
Thursday, November 7, 2024
1:00 PM – 3:00 PM Central
Final MINUTES
1.
Welcome & Administrative Items

Mr. Sappenfield opened the meeting and welcomed the participants.  Ms. Nagi provided the Antitrust and Other Meeting Policies reminder. Mr. Sappenfield reviewed the agenda with the participants. Mr. Weinstein moved, seconded by Mr. Burden, to adopt the agenda. The motion passed a simple majority vote without opposition. 

The participants reviewed the draft minutes from the October 17, 2024 meeting. Mr. Burden suggested a revision to correct a typographical mistake. Mr. Burden moved, seconded by Mr. Weinstein, to adopt the revised draft minutes as final. The motion passed a simple majority vote without opposition. The final minutes for the meeting can be found through the following hyperlink: https://www.naesb.org/pdf4/wgq_contracts101724fm.doc.
2.
Continue Discussion on 2024 WGQ Annual Plan Item 5 – Develop Business Practice Standards, as needed, to Support Purchase and Sale Transactions related to Hydrogen 
Mr. Sappenfield asked Ms. Piracci to provide an overview of the ISDA Representative Comments. Ms. Piracci stated her feedback is rooted in her expertise in financial derivatives and as a liaison for ISDA’s Energy, Commodities & Developing Products Group. She stated that the contract should establish milestones for global coordination, including with the Association of International Energy Negotiators (AIEN), and include framework for periodic updates to adapt changing policies, regulations, and market conditions. Ms. Piracci noted that retaining familiar commodity sale terms, such as exchange for related future positions” (EFPs), will aid in financial modeling and risk management. She explained that flexibility should be built in for future market evolution. Ms. Piracci stated that separating Energy Attributes Certificate (EACs) from physical hydrogen sales would broaden market participation and simplify risk management by creating the flexibility for bundled or unbundled transactions and would create a more agile market in response to regulatory changes. Regarding the Supply Shortage Clause, Ms. Piracci stated that allowing interruption of performance without liability, may disrupt financial market engagement. She suggested offering it as an optional election, using pricing mechanisms instead to protect sellers in supply shortages because it would make the contract more adaptable to financial transactions. Ms. Piracci noted that the contract should clarify hydrogen quality specification and carbon intensity, with a margin of error explicitly allowed to facilitate efficient pricing for financial and derivative transactions. 
Mr. Sappenfield thanked Ms. Piracci and provided an overview of the Chair edit to NAESB WGQ Contracts “H2 Base Contract.” He explained that the terms in the definitions section have been alphabetized and that he intends to go through this section addressing the terms that were not covered during the last meeting. Mr. Sappenfield started with “Applicable Certification” and explained it is reflective of what is done with the certified gas and renewable natural gas (RNG) and the certification authority provides a certificate outlining protocols without detailing each protocol in the contract, which can vary by certification.  He stated that the definition for “Applicable Law” was expanded due to the certified gas and RNG addendums, ensuring comprehensive coverage and noted that “facilities” may need to be revisited to ensure alignment across all instances of the facility-related definition. 
Mr. Sappenfield noted that there are two definitions for “Carbon Intensity.” He explained that the short version simplifies the process by pointing to the transaction confirmation, while the detailed definition provides additional context about certification elements. Mr. Sappenfield stated that it is worth deciding if more detail in the definition adds clarity or if parties prefer to refer directly to the confirmation document. 

Mr. Weinstein suggested, to avoid creating redundant terms and to use established definitions such as “Certification Authority,” to make everything clear without introducing new terms like “Carbon Intensity Authority.” He explained that “Carbon Intensity” can simply refer to tons of CO2 measured by the certification authority and the transaction confirmation, parties can specify which authority they are using, keeping definitions concise and consistent. Mr. Sappenfield asked if the suggestion is to modify the definition to say “measured by certification authority?” Mr. Weinstein agreed. Mr. McDermott suggested the inclusion of “applicable” before that. Mr. Weinstein explained that it is not necessary since the certification authority is already specified in the confirmation and the addition of “applicable” would imply there might be a different certification authority, which is not the case. 

Mr. Flory stated that the “carbon intensity protocol” should remain in the “Carbon Intensity definition” since there is no defined term for it. He explained that the clarification then would be that a protocol should be described as “measured under a carbon intensity protocol by a certification authority.” Mr. Sappenfield pointed out that carbon intensity is already mentioned in Section 2.9. He also noted that the term "Certification Authority" is explained in this section, even though Section 2.9 specifies that its definition should appear in the transaction confirmation.  He asked if this layering is permissible. Mr. Weinstein agreed and stated that a certification authority is selected and the certification authority is responsible for the measurement. Mr. Sappenfield recommended a modification to clarify that, after including “under a carbon intensity protocol” by the certification authority, the definition could end with a period after “as measured.” He suggested then providing a separate definition for "Certification Authority," stating that it refers to an independent third party as specified in the transaction confirmation (Section 2.11).

Ms. Piracci stated that there is conflict between Section 2.9 and Section 2.11. She explained that Section 2.9 says the certification authority is specified in the transaction confirmation, in which conflicts with Section 2.11. Mr. Sappenfield stated the purpose of Section 2.11 is to require the parties to identify the certification authority and under, Section 2.9, the carbon intensity is the value determined by the certification authority. He suggested ending the definition with a period after "certification authority," as the authority would be identified elsewhere. Ms. Piracci agreed, noting that there was no need to repeat "specified in the transaction confirmation" in Section 2.9, since Section 2.11 already addresses it. The participants agreed to eliminate any ambiguity by placing a period after "certification authority" in Section 2.9.

Mr. Sappenfield reviewed the definition for “Certification Identifier” then moved on to “Energy Attributes Certificate” (EAC) under Section 2.26. he explained that a previous comment had highlighted the need to refer back to the point of production for identifying carbon intensity. Mr. Weinstein suggested that the suggested language should be “Energy Attributes Certificate,” which defines certain attributes or characteristics of hydrogen production as stated in the applicable certification by a certification authority. The participants discussed and agreed the need to distinguish Energy Attribute Certificates for production and delivery.  
Mr. Sappenfield stated that the definition of “facility” can be simplified as the focus is the production facility. Mr. Flory agreed and stated delivery would be addressed by an EAC specifically for delivery. He explained that for now, the focus should be on hydrogen production. Mr. Sappenfield reviewed “point of production” and stated the definition could be simplified by stating that the point is the tailgate of the production facility. Mr. Flory agreed and stated that point of production should be clearly defined as the point where hydrogen is delivered at the end of the production process. Ms. Piracci asked why the point of production is included in both the definition and transaction confirmation. Mr. Flory stated that the point of production should be defined in both because it is an important attribute. Mr. Piracci agreed but noted that this may risk inconsistency. Mr. Flory stated that to avoid repeating the definition, it can be referenced in the definition with the details in the EAC. 

Mr. Sappenfield reviewed “Receiving Transporter” and noted the focus should be on the transporter receiving hydrogen at the delivery point. Mr. Flory agreed and noted that if it is not a receiving transporter, it would be a plant that would turn hydrogen into ammonia or a terminal that would use it for transport. In reviewing “Standard Cubic Feet,” Mr. Sappenfield asked how gaseous hydrogen is measured. Mr. Flory stated that some use cubic feet, others have used kilograms. Mr. McDermot stated that when delivering via pipeline, it is done by mass in kilograms. Mr. Sappenfield stated that the key takeaway is that there needs to be an agreement on measurement in kilogram for pricing purposes and that the measuring party at the point of delivery has to provide both the buyer and seller with the necessary information to complete the transaction. 

For the definition of “Transporter,” Mr. Sappenfield stated that the term is quite broad and it exist as a placeholder as the hydrogen market evolves. Mr. Flory agreed and stated that as the hydrogen market agrees, the definition can evolve. Mr. Sappenfield provided an overview of “Verification Provider.”
The H2 Base Contract as revised is available at this link: 
https://www.naesb.org/member_login_check.asp?doc=wgq_contracts110724a1.docx 
3.
Identify Next Steps and Action Items

Mr. Sappenfield stated that he will work with Ms. Nagi to re-organize the document and have it posted ahead of the next meeting. He stated that he will work with the NAESB office to schedule the next meeting. 
4.
Other Business
None was discussed. 
5.
Adjourn

The subcommittee adjourned at 2:49 PM Central on a motion by Mr. Connor, seconded by Mr. Burden. 
6.
Attendance
	Name
	Organization

	Karl Almquist
	Tallgrass

	Daniel Blata
	Enbridge Inc.

	Jonathan Booe
	NAESB

	Christopher Burden
	Enbridge Inc. 

	David Burns
	Enbridge Inc.

	Pete Connor
	American Gas Association

	Jay Dibble
	Chevron

	Jose Dolores
	Los Angeles Department of Water and Power

	Kathy Ferreira
	New Jersey Natural Gas

	John Flory
	The Alliance Risk Group

	Shawn Grant
	CAISO

	Ronnie Hensley
	Southern Star

	Darren Lamb
	CAISO

	Bethany Loveless 
	ONEOK

	Steven McCord
	TC Energy

	Sam McDermot
	Enbridge Inc.

	Amrit Nagi
	NAESB

	Jamila Piracci
	Roos Innovations

	Mike Prokop
	The Alliance Risk Group

	Matt Salvador
	Exxon Mobil

	Keith Sappenfield
	Corpus Christi Liquefaction

	Sarah Shaffer
	EQT

	Jessica Tarbox
	New Jersey Natural Gas

	Sarah Tomalty
	BP

	Sandy Walker
	TVA

	Jeremy Weinstein
	Pacificorp 
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