











Impediments to Certified
Natural Gas Growth

gas producers to gain a competitive advantage in domestic
and global markets with GHG reduction policies. Even though
certified natural gas markets continue to increase, growth
has been slow. This is primarily due to upstream production
costs and market price premiums.

Many operators will have difficulty affording the equipment
upgrades needed to meet recent federal regulations
requiring increased monitoring and emissions control, let
alone the equipment to meet the additional data collection
requirements and verification associated with natural gas
certification programs. This is particularly true for small
Wyoming producers, which in 2022, included 181 companies
that each produced one percent or less of the state’s total
natural gas, accounting for 11 percent of Wyoming’s natural
gas produced.r®

It was initially anticipated that certified natural gas would
carry a premium of around $0.15 per thousand cubic feet
(Mcf), which would help to offset the upstream costs of
certification.” In actuality, the premiums have been much
lower, ranging between $0.01 to $0.06 per Mcf. While it

is less expensive to use the OGMP 2.0/blockchain/auditor
process than going through a natural gas certification
provider, there are still significant costs associated with the
attendant measurement and monitoring requirements. This
will make it difficult for many Wyoming producers to certify
their natural gas.




Most states require natural gas supplies to be purchased based on lowest cost
that essentially blocks the procurement of certified natural gas which carries
a price premium. Some states are seeking ways to address the lowest cost
requirement to allow for the purchase of certified natural gas, with Tennessee
and Virginia passing legislation in 2022:

- Tennessee Natural Gas Innovation Act allows utilities to request the
Public Utilities Commission to authorize a cost recovery mechanism
to use or develop infrastructure to facilitate innovative natural gas
resources for customers, with a cost cap set at 3 percent of the annual
cost of gas.

- Virginia Energy Innovation Act defines low-emission natural gas as
having an MI of .20 or less as verified through a qualified certified
natural gas trading platform. It further allows for the purchase of
natural gas that would reduce the emissions intensity of its fuel
portfolio in addition to a lowest cost requirement.

California has shown interest in doing something similar with the introduction
of legislation in 2023 encouraging the purchase of natural gas to shift to
certified natural gas “where feasible, cost effective, and in the best interests of
ratepayers and determined by the Public Utilities Commission.”=2

In addition to the lowest cost requirement, states would need to address
confusion around who pays the premium, be it shareholders, ratepayers, or
both, or neither. With all these things to be considered, utilities may initially
opt to offer certified natural gas to customers on a voluntary basis, keeping in
mind that certified gas is blended in the pipeline with non-certified gas from
other sources, so the customer is receiving a mix of both. =

Although the growth of certified natural gas usage has been slow to date,

expansion should be expected as continued demand and policies ease the way
for its procurement and use.
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Recommendations

In addition to creating a competitive advantage in domestic markets that have enacted
GHG reduction policies, certified natural gas will facilitate the ability for natural

gas operators to participate in global LNG markets where more stringent emissions
regulations are being applied. It is imperative that Wyoming policymakers employ
concrete efforts to increase the recognition of certified natural gas production in the
State, and the role it plays in meeting market GHG reduction goals. As energy policy
related to certified natural gas at the state and regional levels continues to evolve,
ample opportunities are available for Wyoming policymakers to influence those
endeavors, and impact outcomes that defend its existing market share and access new
certified natural gas markets.

The following are recommendations for Wyoming policymakers to consider.

1. State advocacy around the availability and use of Wyoming certified natural gas

. Designate specific legislators to serve as liaisons to engage directly with
colleagues in Wyoming’s primary natural gas markets of California,
Oregon, Washington, and Nevada regarding their ongoing statutory
efforts to implement GHG reduction goals. These liaisons can educate
their colleagues about the low-carbon nature of Wyoming natural gas
and urge them to amend current GHG reduction statutes to recognize
the inherent benefits of using Wyoming certified natural gas to meet
their clean energy goals. This engagement will increase awareness of
Wyoming certified natural gas, highlighting its inherent climate benefits,
energy security, and reliability attributes.

- The Wyoming Energy Authority, in pursuit of its mission to encourage
and promote Wyoming energy, should be given the resources to
adequately undertake direct engagement with the following entities/state
agencies to advocate for Wyoming certified natural gas:

California:  California Energy Commission
California Air Resources Board
California Public Utilities Commission

Oregon: Oregon Department of Energy
Oregon Department of Environmental Quality
Public Utilities Commission of Oregon
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Washington: Washington State Energy Office
Washington State Department of Ecology
Washington Utilities and Transportation Commission

Nevada: Nevada Governor’s Office of Energy
Nevada Division of Environmental Protection
Nevada Public Utilities Commission

WEA engagement could focus on increasing awareness of Wyoming
certified natural gas, highlighting the inherent climate benefits, energy
security, and reliability it provides. WEA, through the development of
strategic relationships, could advocate for Wyoming certified natural gas.

2. Creation of a State-led cooperative program

Create a State-led cooperative program through the Wyoming Oil and
Gas Conservation Commission to establish an affordable voluntary
certification process for small operators that would like to produce
certified natural gas but lack the necessary resources. The program
would include sharing best practices and data collection methodologies,
and providing a cost-share for MMRV and certification requirements.
Assisting operators to navigate the certified natural gas process on a
voluntary basis would increase the amount of Wyoming certified natural
gas being available to markets with GHG reduction goals. It would also
enable Wyoming natural gas producers to fulfill EU methane regulation
requirements, putting them in a good position for LNG exports.

3. Building data collection and improving accuracy of emissions estimates
Utilize the School of Energy Resources to provide support to the State-led

cooperative program by providing data collection and informing ways to
increase the accuracy of methane emissions estimates and reconciliation.
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Conclusion

As markets that have enacted GHG policies expand, it will be increasingly important for Wyoming to be a
reliable source of certified natural gas. In addition to creating a competitive advantage in these markets,
certified natural gas will also enable natural gas producers to meet increased federal regulatory and
global air quality requirements and allow companies to achieve ESG policies and goals. Forecasting these
changing market demands, Wyoming producers have been making progress toward lowering MI during
natural gas production and are actively meeting certified natural gas criteria.

There are numerous certification programs that operators can use to certify their natural gas, each with
a different scope and set of standards. Certification providers assign a grade or level of certification to
be associated with specific operations within the natural gas supply chain, and traceable and verifiable
attributes are then assigned to those operations.

Operators often need to take several steps to meet certified natural gas measurement and monitoring
requirements, and to lower methane and GHG emissions to certified natural gas standards. This includes
upgrading equipment, increasing data collection, and expanding LDAR practices. All of this can prove

to be costly depending on the scope and size of operations, making it difficult for small operators to
participate.

In an effort to reduce the costs associated with certifying their natural gas, some operators are selling
low MI and CI natural gas to utilities and LNG exporters without the use of natural gas certification
providers. This process includes the use of voluntary monitoring and measurement frameworks to
prove the emissions profile associated with their natural gas, linked together with emissions from other
segments of the natural gas supply chain tracked and measured through blockchain technology, and
independent third-party verification. While this option would make it viable for some smaller producers
to sell low MI and CI natural gas, it would still, unfortunately, be unaffordable for many of them.

Many opportunities exist for Wyoming policymakers to defend the State’s current natural gas market
share, access new certified natural gas markets, and ensure continued development, production, and
consumption of the State’s natural gas. This includes State advocacy around the availability and use of
Wyoming certified natural gas, and the creation of a State-led voluntary cooperative program to help
small operators to produce certified natural gas and increase the amount of Wyoming certified natural
gas available to markets that have enacted GHG policies. In addition, continued use of research and
data collection from the School of Energy Resources can assist Wyoming producers in navigating the
challenges and opportunities presented by certified natural gas.
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