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January 28, 2025
WGQ CONTRACTS SUBCOMMITTEE

Conference Call with Webcasting
Wednesday, January 22, 2025
9:00 AM – 11:00 AM 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. McDonald, to adopt the agenda. The motion passed a simple majority vote without opposition. 

The participants reviewed the draft minutes from the January 6, 2025 meeting. Mr. Sappenfield suggested a revision to correct a typographical mistake. Mr. Weinstein moved, seconded by Mr. McDonald, 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://naesb.org/pdf4/wgq_contracts010625fm.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 provided an overview of the draft NAESB Hydrogen Base Contract and continued the review of Section 16. He suggested changing Section 16 to refer to "Disqualified Hydrogen" since Sections 16.1–16.4 address disqualified hydrogen. The group reviewed Sections 16.1 to 16.3, and Mr. McDonald recommended removing “Carbon Intensity” from Section 16.3, as it is already covered under hydrogen quality specifications. Mr. Sappenfield agreed. Mr. Flory noted that limiting the Energy Attribute Certificate (EAC) involves factors like carbon intensity and production methods, which could disqualify hydrogen based on buyer-seller agreements. Mr. Sappenfield explained that during transaction confirmation, parties will specify the components used to set the price. He stated that some trades may rely solely on the EAC, while others will include hydrogen quality specifications, and noted that there would be further discussion to follow.

Mr. Sappenfield observed that Section 16.3 is generally consistent with Section 16.1 and suggested the possibility of combining the two. Regarding Section 16.4, Mr. Sappenfield stated that if the carbon intensity exceeds agreed parameters, the parties will negotiate an adjustment to the contract price in good faith. If no agreement is reached within five business days, the hydrogen will be disqualified. This provision ensures disqualification if no price agreement is made, with measures to manage the impact. Mr. Sappenfield noted that there is a definition for "Disqualified Hydrogen" and suggested clarifying terms to avoid having separate definitions that contradict each other. He mentioned the need to review whether to eliminate either the definition or Section 16.1, as both address disqualified hydrogen.

Ms. Mikhaila noted the five-day period for agreement in Section 16.4, and asked if it starts once notice is provided. Mr. Sappenfield confirmed that the five-day period begins when the parties are notified and included that language within the section. He also proposed removing Section 16.5 on cooperation regarding information, since it is covered under Section 15.12.

The review then moved to the Transaction Confirmation section. Mr. Sappenfield asked Mr. Flory to assist with the review of the Hydrogen Quality Specification. Mr. Flory explained that the term "quality" must be retained due to its reference in the general terms and conditions. He noted that many hydrogen contracts today involve natural gas steam methane reforming, and that ISO standard 14687, referenced in Temporary Addendum T, provides guidance for this section. While it may or may not be included in the final document, the standard defines hydrogen as gaseous, liquid, or slush, though slush is rarely used in transactions. Mr. Flory recommended defaulting to gaseous hydrogen, as liquid hydrogen requires significant infrastructure for liquefaction and regasification. Mr. Sappenfield agreed with this approach. Mr. Flory clarified that while the ISO standard includes slush as a hydrogen type, it is mainly used in specialized applications, and he suggested removing slush from the options. Mr. Sappenfield agreed.

Mr. Flory explained the quality grades (A, B, C, D) in the ISO standard, noting that Grade D is often the default as it can be used in any application. However, he pointed out that many hydrogen transactions, especially in refineries, involve B and C grades, with pressure swing absorption sometimes used to improve quality. He recommended leaving the grades as placeholders for now and refining them based on market feedback to ensure flexibility. Mr. Sappenfield agreed, noting that the grades should be adjustable as market input becomes available.

Mr. Flory proposed referencing ISO 14687 as the default for the hydrogen quality specification, with the option for the receiving transporter's gas quality specification as a secondary choice. The group agreed to this approach. He also suggested adding a field for specifying the pressure of gaseous hydrogen, noting that the typical pressure is 500 bar but could vary. Further discussion on including pressure in the receiving transporter section was deferred.

Mr. Flory recommended the Open Hydrogen Initiative (OHI) protocol for carbon intensity as the default, as it is relevant in both North America and Europe. He mentioned other alternatives, including the 45-feet protocol tied to the Inflation Reduction Act, and "other" as an option. Mr. McDonald explained that OHI is facility-specific and offers flexibility, while the 45V GREET model is less flexible and may be removed. He also noted that OHI allows for granular, facility-specific carbon intensity calculations. The group agreed that the protocol used should be clearly specified by both parties, ensuring clarity on how carbon intensity is calculated.

Mr. McDonald suggested that the hydrogen’s carbon intensity be specified with a defined reporting period, and the group agreed that the carbon intensity should be measured over a month, with an option for a true-up. Mr. McDonald recommended removing the term “baseline CI” and instead defining carbon intensity over the reporting period. He also proposed that carbon intensity be based on the 100-year global warming potential (GWP), with the option for GWP 20 for methane-specific concerns. Mr. Sappenfield agreed that GWP 100 should be the default, with the option to select a different method under "other."

Mr. Flory introduced the term "steady supply" for performance obligation quantities, based on its use in global transactions. Mr. Sappenfield agreed but suggested retaining the term "performance obligation firm." The group discussed measurement units, ultimately settling on kilograms as the default, with an option for other units like cubic meters. Mr. Sappenfield proposed adding a "delivery quantities" column to accommodate flexible definitions, such as rail cars or trucks. The group agreed with this approach.

The discussion on EACs focused on carbon intensity as the primary attribute, with a potential for additional attributes such as land use changes. However, carbon intensity remained the primary focus. Mr. Sappenfield clarified that OHI protocols cover delivery carbon intensity, which would be tracked as part of the certification process.

The H2 Base Contract as revised is available at this link: https://www.naesb.org/member_login_check.asp?doc=wgq_contracts010625a1.docx 
3.
Identify Next Steps and Action Items

Mr. Sappenfield stated that the next meeting is scheduled for February 11, 2025. He stated that he will work with the NAESB office to develop a list of outstanding discussion items and encouraged the participants to submit comments before the next meeting. Mr. Sappenfield reminded the participants that there will be two meetings in February, and one in march.  
4.
Other Business
No other business was discussed. 
5.
Adjourn

The subcommittee adjourned at 11:00 AM Central on a motion by Mr. Flory.    
6.
Attendance
	Name
	Organization

	Jonathan Booe
	NAESB

	Cade Burks
	Big Data Energy

	Pete Connor
	AGA

	Jay Dibble
	Chevron

	Kathy Ferreira
	New Jersey Natural Gas

	Ronnie Hensley
	Southern Star

	Tara Liscombe
	Castleton Commodities International 

	Steven McCord
	TC Energy Corp.

	Zane McDonald
	GTI Energy

	Scott Murphy
	CSU

	Amrit Nagi
	NAESB

	Najwan Nayef
	McGuireWoods for The Coalition for Renewable Natural Gas

	Norman Pedersen
	Hanmor

	Christopher Psihoules
	Norton Rose Fulbright

	Eddy Roberts
	Chevron

	Matt Salvador
	Exxon Mobil

	Keith Sappenfield
	Corpus Christi Liquefaction

	Jessica Tarbox
	New Jersey Natural Gas

	David Van Wagener
	GTI Energy

	Sandy Walker
	Tennessee Valley Authority

	Jeremy Weinstein 
	PacifiCorp
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