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AGREEMENT FOR THE LOW CARBON HYDROGEN PRODUCTION BUSINESS MODEL

INDICATIVEHEADS OF TERMS

Backgroun

These Heads of Terms are—preliminary—and-indicative draft terms for the agreement for the low

carbon hydrogen production business model (the "Low Carbon Hydrogen Agreement also
referr he "LCHA"). They provide a framework for the principal terms and conditions that

will or are expected to be included in the Lew-CarbenHydrogen-AgreementLCHA for initial projects
and do not constitute definitive drafting of the Lew-CarbenHydregen-AgreementLCHA's terms.

Where relevant, we have commented below on the potential similarities and differences between
the Lew—CarbenHydregen—-AgreementLCHA and (1) the Standard Contracts for Difference (CfD)
Terms and Conditions for Allocation Round 4 {the“AR4-€fBD“)-for low carbon electricity_(the "AR4
CfD"), and (2) the Heads—efdraft Standard Terms and Conditions for the Dispatchable Power
Agreement_published in November 2022 (the "DPA") and the Headsefdraft Standard Terms_and_
Conditions for the Industrial Carbon Capture Contract (the "ICCC") for the CCUS programme_

which BEIS is planning to publish in December 2022 (together, the "CCUS Programme
HeTsContracts™).

These Heads of Terms also consider the potential interactions between the tew-CarbenHydregen-
AgreementLCHA and (1) the Low Carbon Hydrogen Standard-beirg—develeped—byBELS, and (2)

capex co-funding delivered via the Net Zero Hydrogen Fund.

These Heads of Terms do not indicate any willingness or agreement on the part of the Department
for Business, Energy & Industrial Strategy ("BEIS") to enter into, or arrange the entry into, the

Low-CarbonHydrogen-AgreementLCHA. These Heads of Terms do not constitute an offer and are

not capable of acceptance.

W provisions set out therem
are sub]ect to further conS|derat|on and development by BEIS—A—ﬁ&mbelLef—t—he—pFe\f&eﬁs—aﬁd—
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2023 is expected to be: (A) Q1 2023 for engagement on the Heads of Terms; (B) Q2 2023 for
n ment on th raft full form LCHA; an from 2023 for lication of the final LCHA
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SECTION A - FRONT END AGREEMENT

1.

Overview

The contract structure of the Lew-CarbenHydrogen-AgreementLCHA

will Hikely—follow the AR4 CfD,—BPA and icccthe CCUS Programme
Contracts, where each agreement comprises two instruments: (i) the

front end agreement and (ii) the standard terms and conditions.

The front end agreement will be a bespoke document that contains
project-specific information relating to each Producer, including
pricing components (such as the ini;igl Strike Price), capacity,
volum he LCHA Pr i and particulars of the
Facility M@ML
transport and storage infrastructure is included) and the Producer to
which the Lew-CarbenHydregen-AgreementLCHA applies.

The standard terms and conditions will be a set of contractual terms
governing matters which will be applicable to all Ltew—Carben-
Hydrogen—-AgreementsLCHAs unless otherwise specified in the front
end agreement (e.g. certain provisions may only apply to specific
technology types, such as CCUS-Enabled Facilities). Producers who
are allocated a Lew—Carben—Hydrogen-AgreementLCHA will sign the

front end agreement, which will then incorporate the standard terms
and conditions.

SECTION B — STANDARD TERMS AND CONDITIONS

1. Parties The parties to the LewCarbenHydrogen-AgreementLCHA will be the
HydregenLCHA Counterparty* and the Producer (each, a "Party" and
together the "Parties"). The Parties intend to be legally bound by
the LewCarbenHydregen—-AgreementLCHA which will be a private
law, commercial contract._BEI ntici h he Low

ntr mpany Ltd will he LCHA nterpar i h
ful mpletion f ministrativ n legislativ
rrangemen

2. Term, Milestone Requirement and Conditions Precedent

2.1 Term BEIS—expectsthetLow CarbonHydrogen-AgreementtoThe LCHA will
have a contract term between—3108—and—of fifteen (15) years_for all

2.12- eligible technologies and project sizes. This reflects: (i) the

2 Commencement precedents set by the lew——ecarben—eleetricityAR4 CfD and CCUS

n i Programme HeTsContracts; (ii) the potential time for thisthe nascent
Expiry D low carbon hydrogen market to develop; and (iii) a balanrcebetween-

Wr&mg—paﬂree—&rppelﬂt—eeﬁamtyg g g ggg gg iod for Producers fer—

weduetiea—aaéhways—fe#t—he—leng—ﬁ&m;g secure grivg!_;g sector
financing.

The LewCarbenHydregen-AgreementLCHA term will commence on
the earlier of the "Start Date" and the last day of a specified “Target

Commissioning Window" of {te—-bedetermineditwelve (12) months

(which will be adjusted day-for-day for any delays that occur due to
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“Force Majeure*”, discussed—in—further—detailbelow)—BEIS—is—stil-
L hi I |y I of

Low-CarbonHydregen-Agreementany CO> T&S Commissioning Delay

Even for -Enabl Faciliti nl nd, wher: li le, for
| he relevan hority in lishin n_electrici ri
nnection natural ri nnection n r water
nnection).

Therefore, if the Producer fails to commission the Facility by the end
of the Target Commissioning Window, the term of the LewCarben-
Hydrogen-AgreementLCHA will commence and the +0-35fifteen (15)
year term will start to erode. However, payments under the Lew-
Carben—Hydregen—AgreementLCHA will not commence unless and
until the Start Date occurs. This is to incentivise the relevant
Producer to commission the Facility as soon as reasonably
practicable following the execution of the LewCarben—Hydrogen-
AgreementLCHA n rlier than the fir f the Tar

mmissioning Window.

Th " will h
nniversary of th rlier of th rt D nd the | f th
Tar mmissioning Window. The LCHA will expir: n_th rlier
of:
h ified Expiry D ;. an
h when the Total Aggr Volum Is the LCHA
Pr ion item 4.1 LCHA Pr ion n
Annual Volume Cap)),
nl he LCHA i rmin rlier_in rdance with i rm
item Termination _an n n f Termination) for

i ion on earl rmination of the LCHA).

2.22- | Initial Conditions
3 Precedent

H—is—envisaged—that—+thereThe LCHA will bejinclude two sets of
conditions precedent, the "Initial Conditions Precedent" and the

"Operational Conditions Precedent"”, similar to the AR4 CfD_and CCUS
Programme Contracts.

The "Initial Conditions Precedent" provisions will be—desigred—te-
ensure—thatrequire the Producer meetsto meet certain legal/_and

regulatory requirements and conditions relating to the LewCarben-

2 Busin D fter the Agreement D her than for an
Initial nditions Pr n h m waiv he LCHA
Counterparty, in its absolute discretion). These conditions, which will

need to be evidenced in a form and content satisfactory to the

HydrogenLCHA Counterparty, and-maywill include:{a)-

(a) the Producer's entry into certain key project documents fsuch

as, where applicable, a-hydrogen-offtake-agreement(s)—gasfan_
electricity grid connection agreements,—andagreement, a

natural ri nnection agreement and a water connection
agreement, and for CCUS-Enabled Facilities only, a CO2 T&S

construction/__agreement _and a CO> T&S connection

agreement{s); by

6



16" December 2022
> ber Publication Versi

the faeHﬁyEgg!g description (|ncIud|ng, ﬁ!) a process row

(b)

M meterlng a.nd_mﬁasutemﬁnL
equipment and supply points); {e)planning—permissien;—and-

2.3
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2.4

Milestone
Requirement

evideneing+—a)—Following th isfaction (or waiver, in the LCHA
nter| ! | iscretion f th Initial ndition
Pr n he Mil ne_ R irement _m fulfill h
Pr r. The "Mil ne R irement" in the LCHA i ign
monstr mmitmen n rogr in_r f th
Proj nd will r ire the Pr r viden he followin
he Mil ne Delivery D both similar to the AR4 CfD

reguirements):

(a) actual spend of at+teast—a minimum percentage of [te—be-
determinedten  _per cent. (10%)] of "Total Project
Commissioning COStS"M
invoi men i her rting information
n r monstr h h hav n_in

in relation to the Project); or {5}
(b) fulfilment of specified "Project Commitments";—beth—similarto-
t—He—PcR4—€|€D—Fe&H+FeHC|EHES (the evidence for which will include

mon in h h Pr r _h nter in

mmriII indin rrangemen ire_n r
Material Eguipmen liver the Proj h rt of th
Tar mmissioning Win

Fhis—isThe purpose of the Milestone Reguirement will be to deter
speculatlve or underdeveloped prOJects from apprmg—felLa—I:ew—

BF@PEG—EHS—B&HHM and to ensure that LCHA

budget remains committed only to projects that demonstrate
sufficient progress_towards developing the relevant Facility. The
HydregenLCHA Counterparty will be responsible for determining the
robustness of the evidence submitted by the Producer._

The Mil ne Delivery D will : (i) for -Enabled Faciliti
eighteen (18) months; and (ii) for Electrolytic Facilities, twelve (12)
months!, after the Agreement D hi riod m xten
in m ifi ircumstan h For Majeur T
mmissioning Delay Even for -Enabl Faciliti nl n
wher li | I he relevan hority in lishin
lectrici ri nnection natural ri nnection an r
water connection.

2.5

Operational
Conditions
Precedent

For the Start Date to occur_and for LCHA payments to commence,
the Producer will—be—expeeted—temust satisfy a number of
"Operational Conditions Precedent"2_(unless waived by the LCHA
Counterparty, in its absolute discretion). These maywill include:

precedent from ;hg AR4 CfD.
5 ; . ; . .
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(a) evidence that the Producer has commissioned an Installed
Capacity of not less than [te-be-determined-by-BEFSIeighty per.
cent. (80%) of the Installed Capacity Estimate pldsand
evidence that the Facility has been commissioned;—e-g—proof_
such that industry—standard—eommissioning—tests—havebeen-
earried-eutand-that-(iFappheable)the Facility-is—connectedto-

05 T&S o ial ional;

(b) evidence that the Facility—{ircluding—the—hydrogen—volumes-
produced-by-theFaeiity) can produce hydrogen that meets the
requirements of the LCHS, which will include calculations and_
supporting _evidence (including, where relevant, actual
measured/metered data);

ion Plan il in item 7 (Low Carbon

Hydrogen Standard—{as—further—discussed—at—item—7~3-

W))MM
r with the LCHA r ;

(d)tey- evidence that the Facility complies with specified
metering? requirements3;

@W. ,
W. ,
W. exclud bs — ! :
any other Approved Scheme of Funding);* and

(F) )1 } for CCUS-Enabled Faciliti | id th
Facilit connect to th T Networ
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early-terminationof the Low CarbonHydrogen-Agreement-The LCHA

will provi limi relief for T mmissioning Del Even
which ar i he Pr r' ntrol). The Pr rm if
T mmissioning Delay Event h rr nd i ntinuin
request either:
-for- xtension n r_mor f the Mil n
Delivery D he Tar mmissioning Window _an r th
Lon D for an | he Proj which i
h T mmissioning Delay Event; or
waiver he LCHA nterpar f th T nnection
nfirmation P rovi h h Pr r T
nnection Works hav herwi n_full mpl nd all
her rational nditions Pr nt hav n isfi
This_ mechanism follows th Programm ntr n llow
he Pr r man h T mmissioning Delay Event in
rdan with the Pr r' rioriti for exampl liver
ri f | i fftakers).
nder paragraph ve, in ition h -for- xtension
he Pr r will ntitl receiv T nnection Del
mpensation if the Pr rh isfi Il rational ndition
Pr n her than th T nnection Confirmation CP.
nder ragraph ve, where the Pr r_an he LCHA
nterpar r h he Pr r T nnection Work
hav n_full mpl h th he Pr r_woul herwi
r nn h T Network if it were availabl h
Pr r' li ion fulfil th T nnection nfirmation
P will waived. This means that if all other rational ndition
Pr nt hav n isfi he Pr r_can hieve i r
D n in receiv men nder the LCHA in r f
lifying Volum r n Id.
If th T nnection nfirmation CP is waiv he LCHA
nter| in rdance with paragraph ve:
from th rt D ntil th he Pr r isfi h
T nnection nfirmation R iremen h
reguiremen mply with the LCHS will waived;
he full Strike Pri r ring n iation item 4.
rike Pri will ly for th r f calculating th
Difference Amount. However, the Pr r will r ir
he LCHA nterpar he " T Relief
Even rike Pri D ion Amount" for h_unit of
hydr n_that i rch lifyin fftaker and in
respect of which a waiver of the requirement to comply with
he LCH li nd which is n RTFO Volume). A
T Relief Even rike Price D ion Amount will
Icul ing th li le " T Relief
Even rike Price D ion", which shall be:
@ between the Start Date and until the date the Producer

10
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isfi h T nnection nfirmation
Reguirement, the Capital Return Component;
ween th he Pr r isfi h T
nnection nfirmation R iremen n h n
2n nniversary of th T Network Availabili
D zer ;an
following th nd (2n nniversary of th T
Network  Availabili D h ital Return
mponent; an
he Pr r will n ntitl ny further: (i) extension
its Tar mmissioning Window _an r Lon D in
relation n T mmissioning Delay Event or (ii
T nnection Del mpensation, on th is th h
rt D will hav rr
n h T nnection nfirmation CP h n_waiv
ither Party will I ir notify th her Par romptl n
min ware th h T Network i r will vailable.
Following the i f h_noti he Pr r_will I ir
I nabl n vour fulfil _th T nnection
nfirmation R iremen n I nably practi le and in
ny even fore th hat fall ix months after th
T Network Availabili D he " T nnection
nfirmation D line").
If the Pr r_fail fulfil th T nnection nfirmation
R iremen h T nnection nfirmation D lin h
LCHA nterparty will have the righ n h ligation
terminate the LCHA.
With rejudi he LCHA nterparty's righ rmin h
LCHA, if the Pr r_fail isfy th T nnection
nfirmation R irement within thr months following th
T Network Availability D he LCHA nterparty m n
ime followin h rren f h_breach | n
ment of any amoun | he Pr rs.
Finall ny relief in r f T mmissioning Delay Even
i i h rmination pr re for T Prolon
navailabili Even item 3. Termination for T
Prolon navailabili
3. Termination and Consequences of Termination
3.1 Pre-Start Date Similar to the AR4 CfD;—thetewCarbenHydrogen-Agreement_and
Termination the CCUS Programme Contracts, the LCHA will contain various rights

for the HydregerLCHA Counterparty to terminate the LewCarben-
Hydregen-AgreementLCHA prior to the occurrence of the Start Date
where the Producer fails to make sufficient progress in developing
the Facility. Such rights will ensure that Lew—Carben—Hydregen-
AgreementLCHA funding that has been committed to support the
deployment of low carbon hydrogen production facilities is not tied
up indefinitely in a project that has no realistic prospect of being
commissioned.

The Lew-CarbenHydrogen-AgreementmayLCHA will include the right
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(but not the obligation) for the HydregerLCHA Counterparty to
terminate the Lew-CarbonHydrogen-AgreementLCHA where:

(a) Initial Conditions Precedent: the Producer fails to fulfil the
Initial Conditions Precedent within twenty (20) Business Days
following the-specified—time—afterthedate—ofthe lLowCarbon-

Hydrogen Agreement;—similar—to—the—positien—under—the—-AR4-
€fb_Date;

(b) Milestone Requirement: the Producer fails to fulfil the
Milestone Requirement before the Milestone Delivery Date.
The Milestone Delivery Date will be adjusted day-for-day for
any delays that occur due to Force Majeure—{and—petentiahy-
ether—events—eutside—theProducer's—controlte—bespecified)_

T mmissioning Del Even for -Enabl
iliti nl nd, wher li | I he relevan
hori in lishin n__electrici ri nnection

natural ri nnection and/or a water connection;

(c) Longstop Date: the Producer fails to satisfy the Operational
Conditions Precedent by a specified "Longstop Date". The
Longstop Date will be adjusted day-for-day for any delays that
occur due to Force Majeure—{and—poetentiahy—other—events-
eufes+ée—t-he—P1=eelﬂeer—s—eeﬁtFeJ—%e—be—s13eerﬁed%! CO> T&S

mmissioning Del n for -Enabl iliti nl
n wher li I | he relevan hori in
lishin n_electrici ri nnection n ral ri

connection and/or a water connection;_and

(d)  Producer Default Termination:—f a Producer default event (as
detailed in item 3-33.4 (Producer Default Termination)) occurs
and is continuing at any time prior to the Start Date;—<and

(e)tertother}.

3.2 T T— The LCHA will include the right (but not ti bligation) for the LCHA
—E iling t tisf c : v to ¢ inate the L CHA in the followi - ! .
. (a) Termination for failing to meet the Reguired Installed
Installed Capacity c itv: if the Prod fails to:
or the CO> T&S
C t (i) leli to_the LCHA C : tv_the Final Installed
—: i H C it tice | later tl ! (10) Busi O
Reguirement after the Longstop Date; or
(i) —_meet the Required Installed Capacity at the Longstop
Date.
(b)__T inati for_faili : tisfy_tl O, T&S C {
Confi tion R - t: for CCUS-Enabled Faciliti AT
the LCHA C ! i ived the COz T&S C {
Confi H cp | the Prod fails to fulfil the CO» T&S
—; { Confi { R - |t { O, _T8S
c tion Confi tion Deadli
3.33< | Consequence of A pre-start date termination an rmin
2 Pre-Start Date rmination even mmari in__item .1 _(Pre-Start D
Termination_ Termination) or 3.2 (Termination for failin isfy the R
Termination for Install i r_th T nnection nfirmation




failing to satisfy
the Required
Install i
or the CO> T&S
Connection
Confirmation
Requirement
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Requirement) will beoccur on a no-liability basis—urder—the—tow-
CarbenHydregen-Agreement.

Producer Default
Termination

The default termination provisions in the Lew—Carben—Hydregen
Agreement-arelikely—toLCHA will follow the AR4 CfD and the CCUS
Programme Contracts by giving the HydregerLCHA Counterparty the
right to terminate the LewCarben—Hydrogen—-AgreementLCHA for

Producer events of default comprising: (a) insolvency; (b) breach of
key obligations relating to ownership of the Facility, no assignment
and fraud; (c) breach of key obligations relating to metering; (d)
credit support default; and (e) non-payment which is not rectified
within a specified cure period.

In addition, BEIS-is—<coensidering—whethertothe LCHA will include the
following Producer events-of-default{Hwhere,afterthe Start Date-

Even which will give ri faul rmination righ if th

occur after the Start Date):

(a)___breach of key obligations relating to the LCHA specific
monitoring and reportin ligations;
reach of k ligations relatin lifyin fftaker .g.
he Pr r _claims LCHA men for volum |
Non- lifying Offtakers);

[(a) reach f k ligation relatin RTF hem
ndertakin .g. the Pr r claims: (i) LCHA ments for
volum in_r f which Renewable Tran rt__Fuel
rtifi hav n claim nder the RTF heme; or (i
Renewable Tran rt Fuel rtifi nder the RTF hem
in_r f volum hat _hav n idi nder th
LCHA);

r h of th rohibition on lving for or r ivin K ET.

free allowances in respect of the Facility from the UK ETS

reqistr ministrator item 4.14 K __ET. fr
allowances)); and
reach of th ligation n X he Permi Annual
Volum in two (2 n ive or non-con ive) Fiscal
Year ring th rm_of the LCHA item 4.13 (LCHA
Pr ion nd Annual Volum

BEIS is also considering in in Termination Event where:

(f) if applicable, the—Preduecer's NZHF GFA is terminated due to
Producer breach or default (as perin the ICCC HeFs)}—Fhe-

intention—of {H—if-included,—would—bete—ensurethat BEISis-
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Consequences of
Producer Default
Termination

No Producer
inationT .

BEIS-is-considering-whethertoThe LCHA will adopt the position in the
AR4 CfD and the CCUS Programme HeFsContracts, whereby the
Producer wetldwill not be entitled to terminate the Lew—Carben-

Hydrogen-AgreementLCHA unilaterally-before-the-Expiry-Date.

Termination for
Prolonged Force
Majeure

) ) S - 9 L .

i ] if ) g! w! F Maj fi
between the Agreement where—prier—teDate and the Milestone
Satisfaction Date, the—Preduceris—significantly—delayed-in—achieving-
theStartDate-duetoa—continting;unreselvedForceMajeure—Such-

S I ; 9 .

.W. . f Facility f ! - 18
months._

If such i . CHA C i
ight ( he obligation’ . LCHA whil

| F Maj ; m - Such_rigt T
included to ensure that committed funding is not tied up indefinitely

in a project that has no realistic prospect of being commissioned_due_
ntinuin nresolved Force Majeure.

3.83:

Consequence of
Termination for
Prolonged Force
Majeure

&mﬂaﬁte—t—he—eeUS—PFegFaﬁme—He?s—rf—t-msA termmatlon eveﬁt—rs—

M@ will beg_cgw: on a no- I|ab|I|ty bassM
non-fault nature of the event.

Termination for
CO> T&S Prolonged

For a CCUS-Enabled Facility eennected-toonly, the CO>T&SNetwork-
BEIS-is—considering—foltowingLCHA will follow the CCUS Programme

14
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€O &S
Unavailability

HeTs—andCon ;gg;; by including a HydregenLCHA Counterparty_

rmination ht in_ th ven h T Prolon
navailability Even low) preven he relevant Facility from
xporting i 2 h T Network for rolon ri f
time. This termination right will seek to ensure that (in the longer
rm) the LCHA onl rts the pr ion of low carbon hydr: n
whil in the shorter term) allowin n ropri ri f tim
for the fault in the relevan T Network rectifi r, if
hat is n ibl n Alternativ T Network Solution Plan
in pl
A T Prolon navailabili Event will fin h
occurrence of:
Full T Events which | for | ix
month
T mmissioning Delay Event which | for |
ix months]; or
" T ion Event" in n n f th
following:
@ a notice of discontinuation is issued by the Secretary of
h T rator r n h
i ntin ion_agreement entered in ween th
T rator and th retary of
he licen f th T rator r h
T&S Network is (i) revoked; and (ii) is n ransferr
i T rator h th h T
Network r r the Pr r is no longer
| nn h T Network;
rmination_is m he relevan m n
hori h he Pr r' nnection h T

Network is no longer viable.

Whgre such an event—t—hat—a—FaerHEy—ns—aFeve%ed—FFem—aeeessmg—éhe

LCHA nterpar h he righ n h li
rmin he LCHA. h will h T Prolon
navailability Remediation D line of [thir months after th
he LCHA nter 's _noti is_i nl (i n
Alternativ T Network lution Plan _is _implemen in
rdance with th r low or (ii) an rlier righ
rmin ri ri low).
If a Pr r_can identif feasibl lternative r rmanen
for i r 2 (or an n nsistin rimaril
f it m iv r nse noti ifying that it will provi
n_Alternativ T Network lution Plan within [eigh
month f the LCHA nterparty's notice. h plan m
he r ired mil n n ions in order nn he Pr r

n_alternativ 2 liver: in n T Network
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lternativ rmanen r ither directl ipelin r
indirectl her means of tran rtation), in order rem
T Prolon navailability Event.

Following recei f an Alternativ T Network lution Plan
he LCHA nterparty will hav ix month he plan

nsider i liverabili while al ing the im he plan
would hav n_the Project’s original T Network well
information from th T rator and the relevan horiti
n_th rogr war returnin h T Network th
Pr ri rrentl in rvi

The LCHA nterparty will confirm whether it (i rov he plan
with mendmen i) r ires_more information on th lan
iii) r ir mendmen he plan, or (iv) in i le an |
iscretion, rej he plan (and provi h rting information
as it considers necessary to evidence the reasons for such rejection).
If the response is (ii), (iii) or (iv), without prejudice to the LCHA
Counterparty’s rights to terminate the LCHA (as described below),
he Pr r_will then ntitl within [twen 2 Busin
D mi itional rting information or an amen
raft plan and the review pr will r

The LCHA Counterparty will have a right to terminate the LCHA if:

h T Prolon navailabili Event h n n
remedi h T Prolon navailabili
Remediation D line;

R I (e

he Pr r h rovi viden hat: (i) th T
Prolon navailabili Event is n | f in
remedi h T Prolon navailabili
Remediation D lin n ii i i n hnicall
nomically or otherwise feasible for the Pr r rovi
n Alternativ T Network Solution Plan;

he LCHA nterpar rej ny Alternativ T
Network Solution Plan mi he Pr r; or

he Pr r_fail mmen n ntin implement an
roved Alternativ T Network Solution Plan.

If the LCHA nterpar rov n_Alternativ T Network
lution Plan, and the Pr r implemen r is implementin h
rov lan in rdance with i rms _(which incl meetin
ifi mil n n rryin rtain ions) in_order

rem h T Prolon navailability Event, then the LCHA

Counterparty will not have a right to terminate the LCHA.

The LCHA nterparty will have the righ n ment of
n moun | he Pr r under the LCHA, where th
Pr r_fail mply with rtain_k T Prolon
navailability Even ligations.

3.103 | Consequence of

S Termination for
CO> T&S Prolonged-
€0 T&S
Unavailability

BEIS | . o ot b ¢
nati - TF&S-unavailability—In_
h vent th he LCHA i rmin result of T
Prolon navailabili Even h Pr r__will receiv
mpensation for its irrecoverabl n navoi | -of- k
which hav n, will rarer nably likel incurr

16
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in r f the Proj he Pr r_arisin irectly from th
T Prolon navailability Event. h will compri

4. Payments-and-Billi

4.1 Difference Amount

betweenWhen the Strike Price andexceeds the Reference Price
{eiseussed—immediatelty—belew)for Qualifying Volumes, a premium
will be payable by the LCHA Counterparty to the Producer for each
unit of hydrogen %%

as an annex h L HAH fT rms in D r 2022 Whlh il n th mmar in this item 4 (Billin

17
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from the Reference Price for lifying Volum nd multiplying th
r | he relevan lifying Volumes. This amount will also form
part of the Difference Amount.
Finally, Non- lifying Volumes will al ken in nsideration
in_th Iculation of the Differen Amoun nly when th
Reference Price for Non- lifying Volum X h rike Pri
wher n_amount will | he Pr r he LCHA
nterparty. h_amount will Icul in h
rike Price from the Reference Price for Non- lifying Volum n
multiplying the r | he relevant Non- lifying Volumes. In
h ircumstan he Differen Amoun ri in_the fir
ragraph ve will r r, alternativel he Pr r will
I ir mak Differen Amoun men he LCHA
nterpar in h ndin n (i) th xten f th
ifferen ween h _referen ri nd th rike Pri nd (ii
h | _hydr n_volum I he Facili h r
lifying Volum Non- lifying Volumes.
BEI nsiders that it i ropri for the Pr r h
LCHA nterparty in th ircumstan it is unlikely th
ny hydr n_volum woul I he Facili if th
Pr r_did not receiv rt under the LCHA. This pr h
WO-W men r fftakers from high pri ve th
rike Pri nd miti he risk of the mark in istor in
favour of Non- lifying Volumes.

The structure of the Difference Amount is intended to :

(a) provide the Producer with price certainty; by enabling the
Producer to eeverrecover the eestcosts of_producing low
carbon hydrogen preduction—and_make an allowed return on
investment pursuant to a combination of the Difference
Amount and the amount received by the Producer through

sales of hydrogen volumes—Fhisappreach-sheuldalse-; and

(b) achieve value for money for Government;—givenr—it_in_
ircumstan wher n r h__Referen Pri for
lifying Volum n r Non- lifying Volum X
h rike Pri nd an amount i | he Pr r

the LCHA Counterparty.

It is expected that the size of the Difference AmeunrtAmounts
payable by the HydregenLCHA Counterparty to the Producer
eeutdwill reduce in time as the hydrogen market develops.

Payments will be made on a £ per MWh (higher heating value (HHV))
basis. This unit has been selected so that the Strike Price, the
Natoral—Gas Reference Price and the Achieved Sales Price for
hydrogen can be compared on a like-for-like basis. In particular,
HHV was chosen because it reflects the full energy potential of the

fueland-enables—a—comparison—with—the Natural- GasPrice,—whieh—is-

4.2

PaymentQualifying

eonditienal—en=zIn_order for the Producer to receive a Difference

18
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Volumes,

Non- lifyin
Volumes and RTFO
Volumes

Amoun ment from the LCHA nterpar he Pr r m
hav r n | lifying Volum in_the relevant Billin
Period.
" lifyin Volumes" r h m r hydr n__volum
Xpr in MWh (HHV r he Facility which:
r rch lifyin fftaker; an
mply with the LCH r, for -Enabl Faciliti nly, in
the event of a CO> T&S Outage Relief Event, receive a waiver
of the requirement to comply with the LCHS where certain
ndition re_ m item 4.1 T Relief
Events)),

and are not RTFO Volumes.

(a) the—sale—ofhydrogen;—andthe metered hydrogen volumes

(expressed in MWh (HHV)) produced by the Facility which are
purchased by:
i Non- lifyin fftaker; or
ii lifyin fftaker wher h_volum n
mply with the LCH nd, for -Enabled Faciliti
nly, in the event of T Relief Even
not r iv waiver of the r iremen mply with
he LCHS - item 4.1 T Relief
Even ; or
(b) Ex Volum h r m Non- lifyin
Volum item 4.1 LCHA Pri jon nd _Annual
Volume Cap)),
and are not RTFO Volumes.
"RTFO Volumes" are the m red hydr n volum Xpr in
MWh (HHV r he Facility in r f which Renewabl
Tran rt Fuel rtifi re claim nder the RTF heme.

RTFO Volumes will:

n ligibl receiv n i nder the LCHA
item 6.7 i mulation: Warran n ndertakin

tow-CarbonHydrogen-Standard-, not be taken into

nsideration when calculating the Difference Amount.
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a : a King a po e able blending o
20% hydr n volume) in B networks. BEIS is also in the pr f ing different mark rrangemen

a al support options to deliver blending, including whether and how the LCHA could sup;
13 __Note to Reader: BEIS is currently developing the confirmation process that will apply to all offtakers.
14 Note to Reader: This definition is subjec fi BEIS

20
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Strike Price

The "Strike Price" (expressed in £ per MWh (HHV)) will reflectbe
the_unit price arequired by the Producer needs-to achieveenable it to
eover—itsrecover the costs of producing low carbon hydrogen
preduction-and_make an allowed return on investment. BEIS—expeets-
theThe level and specific components of the Strike Price and—eest
eemponents(i) will be negotiated on a project-by-project basis_and
will incl rtain "eligibl " low) and (ii) are ex

to vary feracross different tew—carbentypes of hydrogen_production

technology-types.

rtain i with th r ion of hydr n_ar
ineligible for r nder the LCHA and will therefor
matically excl from th rike Price. The r n_for this i
h he HPBM Programm nd LCHA are only inten r
h r ion of mmodi hydr: n_volum nd n h
rovision of itional servi Facility which ar rch
lifyin fftaker rovi h h volum mply with th
LCH r, for -Enabled Faciliti nly, in the event of T
Relief Event, receiv waiver of the r iremen mpl
with the LCHS wher rtain_conditions are m item 4.1
T Relief Even n re not RTFO Volumes. m
hat m i with the pr ion of hydr n_for sale will
not fall within th rameters and therefore will n incl in
the Strike Price. This will also support the emergence of a

m itive market for val rvi

nversel her i with th r ion of hydr n
I ligible for r nder the LCHA an r herefore n
matically excl from th rike Price. The ran f "eligibl
" (i.e. h | i n iation incl in
the Strike Price) is under consideration by BEIS. However, the

rrent (non-exh ive) li f eligibl i follows:

(a)_subiject to limbs (d), (e) and (f), capex and opex associated

with the construction and operation of the Facility (excluding
capex funded by the NZHF GF

of Funding);

(b) an allowed return on investment_(referred to as the Capital
Return Component);
in ner includin i network an r f
system charges);

(d)fe) capex;—but—net—epex; associated with smahl-sealethe

construction of hydrogen transport infrastructure—-{regetiated-
- . ) basic_bv_taki et it
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. . ity affordabitt :

fer—Geverament,_but not opex associated with operating it
xcludin x_fun he NZHF FA and/or an

f Funding); ard

(e)e- capex and/or opex associated with a—smaHl-sealethe
construction and/or operation (as applicable) of hydrogen
storage infrastructure (negetiated—en—a—projectby—project
basi faki L et . ineludi

ity Fordabil | ‘ ¢

Goverpament)excludin x fun he NZHF GFA an

ny Approv heme of Funding); an
(f) | in i with ifi hydr: n_tran r

n r_ hydr n r infrastr re.
InrelatienThe costs referred to the—costsreferredto-in limbs (eand-
{d), the nd (f ve are incl in th rrent li f "eligibl
costs". However, in each case, whether or not they will be included
in th rike Price will n i n roject-by-proj i

Kin veral f rs_in nt including n i ffor ili

and value for money for Government. The proposed position reflects
a pragmatic approach when-censiderinrgto the guestion of whether or_

not to support small—sealelimited hydrogen transport and storage
costs for initial projects awarded a ‘tew—Carben—Hydregen-
AgreementLCHA. The_automatic exclusion from the Strike Price of
opex associated with hydrogen transport infrastructure is_intended to
incentivise efficient hydrogen transport approaches, while also
providing preduecersProducers with flexibility to change their
hydrogen transport approach as the market develops and end-users-
and-offtakersOfftakers change.

In relation lim f V in_order incl in_th

h f the | h r nt val f the minimum |
men moun Im Il (i.e. more than % f the fair
val f the |
nversel he following are "ineligibl " (i.e. hat will
matically excl from th rike Pri :

reven reams from th le of By-Pr ;
n in_relation Electrici r r n h
Electrici r n iv ndertakin item 2
Pr r' neral Un kin ; an
n i with th rovision of ancillar rvi
includin not limi li faction).
In ition, if falling within lim n r (f) in the li

22
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f eligibl \ re not incl in the n i rik

Pri hen th will _al xcl from th rike Pri ven

h h th re _not "ineligibl " h will n
matically excl from th rike Price).

4.64-

Reference
PrieePrices

The “Reference—Price“reference prices (expressed in £ per MWh
(HHV)) isare intended to represent the market price received by the

Producer for tew-—ecarber-hydrogen. Ferinitial-projects;this

The "Reference Price for lifying Volumes" will he higher
of:

he Pr r's Achiev | Pri for lifying Volumes;
and

he Floor Pri r, if li | he Alternative Floor Pri
item 4.9 (F k Offtakers: Alternative Floor Prii .

If the Pr r sell nit of hydr n that i lifying Volum

ri low the relevant floor pri in_lim v
he di n li h floor price will n idi h
LCHA. The intention hin hi ition i improve val for
money for Government and r mark istortions.

"Reference Price for Non- lifying Volumes" will be the
higher of:

(a) the Producer's Achieved Sales Price for Non-Qualifying
Volumes; and-thePrice Hoor{which—wil-be-thelowerof-the-
Natural-GasPriceand-

(b) the Strike Price).

FheReferencePriceEach reference price will act as the appropriate
proxy in the absence of an observable hydregen—market price {for
hydrogen (whether low carbon or otherwise) and tewill encourage
the development of a market benchmark as the hydrogen market
develops.

4.7

price charged by the Producer to each Offtaker for the supply of
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Natural-Gas
Reference Price

The "Natural-Gas_Reference Price" will be the arithmetic average
of the dailyend of day value ef—the—HK—N—BP—Meﬁéh—Ahead—N-awFaJ—Gas—
Pﬁee—pubhshed—eﬁ—evew—buaﬂess—day—ef—t-he—emeﬂéaff

Trading Day in the month preceding the relevant Billing Perlod—'Fhe—
UKNBP er thg Month Ahead Natural Gas Pﬁee—wHJ—be—Hore—aﬁee—f-er—

eatenrdar-menthContr. in the relevant Billing Peri rmin
h rimar ri r r, if li | he fall Kk
ri r

Natural gas is the most prevalent counterfactual fuel from which

24
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efftakersQOfftakers would switch. Therefore, in BEIS' view,
efftakersOfftakers would be likely to pay at least the Natural-Gas
Reference Price for hydrogen, especially as theyOfftakers subject to
carbon pricing would save on CO2 emissions costs compared to the
counterfactual.

BEIS h r month ah ricin n_th is of its lower
volatili mpar h r on-the- mmodi ri
nd gr r liquidi mpar rter ah n_ah

r ah ri n it i ri which Pr r n
r nabl ntr nd h ing existing market instrumen

Finally, BEIS is_still considering (i) the_primary gas price source;_and
the eerrespending—reference—pricefallback gas price source and (ii)

he circumstan |nwh|hhfll Kk ri rce will ly.
The LCHA will also include a review procedure and—the—fallbaek-
meehamsm—m—t—he—eve&%éha%ﬂ%e—mlev&n’e;g identify a replacement
gas price source eeases-te—publish—the UK-NBP-Month-Ahead Natural-
Gas-Priceif required.

476 aehe,(ed Sa ES " H H "
Price
4.7 Price Floor
4.114 | Price Discovery The LewCarbenHydregenAgreementLCHA will include a mechanism
S Meehanismlncentiv | that will be designed to aid price discovery--

<]

. i . Ref Pri
exeeeds i ntivising Pr r hieve pri for lifyin
Volumes above the_Floor Price Fleerforeach—unit-ofhydregen—seld;-

The i L . . . .
the—Producer—to—seek—higher—price—sales—te(which will, in turn,
accelerate the reduction in the Difference Amounts payable by the
HydrogenLCHA Counterparty to the Producer and—te encourage

25
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investment in hydrogen production on a merchant basis).

BEIS . thort . e N S
B o bt ot termined).

This mechanism will operate so that the Producer receives an

amount linked to the increment by which the Reference Price for
lifying Volum X he Floor Pri nd, for th voidan

f n he Alternative Floor Pri for h_unit of hydr n
h i lifying Volume. If the Referen Pri for lifyin
Volumes is higher than the Floor Pri nd:

he Reference Price for lifying Volumes i | r lower

han th rike Pri he Pr r will receiv n r_cent.

10% f th ifferen ween the Referen Pri for
lifying Volum n he Floor Pri ven wher h

hydrogen volume i | F k Offtaker i.e. th

Alternative Floor Pri n ly_in_thi Iculation) for
h unit of hydr n that i lifying Volume; an

he Reference Price for lifying Volum X h rik
Pri he Pr r will receive 10% of the differen ween
h rike Pri nd the Floor Pri ven where the hydr n
volume i | F k Offtaker i.e. the Alternativ
Floor Pri n ly in thi Iculation) for h unit of
hydr n that i lifying Volume.

Th h rike Pri nsur h his pri i very incentiv
remain r ional men Pr r n n
incentivi ri nd th f pr ion.

Sliding Scale
Volume Support

B E

Cap and Annual
Volume Cap

LCHA Pr ion

Volume support will be provided to the Producer through a sliding
scale mechanism.

Under this mechanism, if the Producer is producing—tew—arben

hydrogen and its offtake/sales volumes fall, the Producer will receive

an additional amount for each unit of hydrogen sold_which is a
lifying Volum i "Slidin

will be equivalent to paying the Producer a higher level of Strike
Price for the low volumes of hydrogen—Fhe-caleulatien-of-thisameunt

isto-be-determined by BEIS:
sold, even though the Strike Price itself will not be adjusted. If the

Producer's offtake/sales volumes fall to zero, no volume support will
be provided.

Th lidin le T Amount will le in_a Billing Peri
when:

fftak les volum n ny Take-or-Pay Volumes]: in th
relevant Billing Period fall below [fiff r cent. %) 1 of th
Annual Volum ro-r n li n_a monthl is;
and

h m f (i h fftak | volum n n

Take-or-Pay Volum in the relevant Billing Peri nd (ii) th
moun which offtak les volumes hav nr

ir I It of lifying Even in the relevant Billin

16 __Note to Reader: This remains subject to further consideration by BEIS.
17 _Note to Reader: This remains subject to further consideration by BEIS
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Period:s, is gr r than [or | fiff r cent. % f
the Annual Volume Cap, pro-rated and applied on a monthly
basis,

For th I f th lidin le T ndition, offtak |

volumes will incl Il volum f hydr n _pr he Facili

i.e. all lifying Volum Non- lifying Volum nd RTF

Volum n ny [Take-or-P Volum notin h he | r

volume will not receive an i ment under the LCHA).

A" lifying Event" will fin in the LCHA n_event or

ircumstan which r Il_volum f hydr n_pr

he Facili i.e. all lifying Volum Non- lifying Volum n

RTFO Volum in the relevant Billing Peri X wher h

event or circumstance arises as a result of:

he Pr r' r an f its repr: ntatives' r h of, or
default under, the LCHA or any offtake agreement, or its (or
their) negligence;
he Pr r rating the Facility in a w hat i ign

r a_main r f which i laim or maximi n
lidin le T Amoun nder the LCHA, includin

ilin rating or shuttin wn the Facility; or
ny Facili Event.

Th r re for rmining whether th lidin le T
ndition h n isfied in iven month i ill bein vel
BEIS. However minimum, the Pr r will r ir

rovi h LCHA nterpar with rtin viden
mpani ir rs' rtifi monstr h h
condition has been satisfied.

Th lidin le T will have the following f res::

h rameters for th lidin le T will in

he LCHA and will n n i roj level, BEIS j
ill nsidering whether it is n r j h
rameter mm ifferent _hydr n_pr ion
hnologies; an

Pr rs_shoul heir hflows incr when th 1]

more hydrogen volumes. The Sliding Scale Top Up will be
ign h he reven from_th | f low rbon

hydr n, the Difference Amount and th lidin le T.

hould incr with higher offtak les volumes.

This sliding scale mechanism will—enable—theProducer—te—+ecoveris_

r he im n the Pr r of offtake variability which
i i f i ntrol nd n fftake variabili which
ri i with the Pr r's Facili rovidin

a relatively greater proportion of its cost of production
(compared with no sliding scale mechanism) irvia the event
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that—offtake/sales—volumes—FalSliding Scale Top Up Amount,
while incentivising the Producer to produce and sell higher
volumes of low carbon hydrogen to increase its revenue—I¥
wit-alse-;_and

(b) provide volume support in a way whiehthat balances
investability from the perspective of the Producer_(and its
lender with the n liver val for mon and

decarbonisation benefits for Government while minimising the

risk of mark istortions an her uninten n n

The "LCHA Pr ion " (expr in MWh (HHV)) will
determined by the Parties at the Agreement Date (subject to any
justmen r n rmi r ion, Relevan nstruction
Even rt D justmen n r_Final Install i
r ion) and will represent the Facility's for | _hydr n
I ion _volum rin he LCHA rm_(i.e. for |
lifying Volum Non- lifying Volum nd RTFO Volumes).
Each Billing Peri he volum f hydr n_pr n |
he Facility from th rt D will r i n
Annual Volume Floor adjustment an r Ex Volum justmen
il low) in "Total Aggr Volume" figur
XD in MWh (HHV)), which will then mpar in h
LCHA Pr ion nsure th h is n X rin
the term of the LCHA.

For h Fiscal Year, the volum f hydr n _pr n |
he Facility m n X he "Permi Annual Volum "
XD in MWh (HHV. which will | he "Annual
Volum " (i.e. the LCHA Pr ion ivi fifteen (1
multipli ne hundr nd twenty fiv r cent. (125%). In
Fiscal Year, any volum f hydr n_pr n | h
Facility which ex he Permi Annual Volum "EX
Volumes") will m Non- lifying Volum for th
r f calculating the Difference Amount].

In the event th he volum f hydr n_pr n | h
Facility are lower than the "Annual Volume Floor" in a Fiscal Year

in venty-fiv r cent. (75%) of the Annual Volum h
volum f hydr n_pr he Facili hall m

equal to the Annual Volume Floor for the purposes of calculating the
Total Aggregate Volume.
With rejudi h rmination right di low, in_th
vent th here are Ex Volum h volumes will multipli
% for _th I f calculating the Total Aggr Volume.
This will accelerate the erosion of the volumes remaining in the LCHA
Pr ion nd hence will incentivise Pr r nsure th
he volum f hydr n_pr he Facili re alw low

the Permitted Annual Volume Cap.

In ition his Ex Volum mechanism, if the Pr r
reach he Permi Annual Volum in two (2 n ive or
non-con ive Fiscal Year he LCHA nterparty will have th
righ rmin he LCHA item 3.4 (Pr r_Defaul
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Termination)).

Finally, when the Total Aggregate Volume is equal to the LCHA

Pr ion n itional volum f hydr n_pr n
| h Facility will m zer nd the LCHA will

lly_expir n a no-liabili i item 2.1 (Term an

Specified Exgirg Date)).

This mechanism aim rovi he Pr r with th rtuni
nd flexibili r Il the n ry h n volum
match demand and gghvgr its target return, wh|Ie delivering value

for money and—decarbonisation—benefits—for Government; and
minimising the risk of market distortions and other unintended
conseguences.

4

3

UK ETS free
allowances

Carbon—Hydrogen—AgreementCertain hydrogen pr ion faciliti
m ligible for the fr Il ion of allowan nder th K
ETS. The LCHA will prohibit Pr r r other thir rti .g. an
rator of LCHA- idi Facili who is n he relevan
Pr r) from lving for or receiving fr llowan from th
ETS registr ministrator in r f the relevant Facility. BEIS i
ill considering:

(a)__the scope of this prohibition, including whether restrictions—en-
the—Producer—frem—applying—forfree—allewances—should—be-
intreduced,—iFtheit will | Il Pr r r thir
or only those where the relevant Facility ismay be entitled to
free allowaneces—through—the UK—ETS-allocation under the UK
ETS; an
he way in which h prohibition will iled in the LCHA.

A breach of th rohibition on lying for or receivin K ETS fr
allowances in respect of the Facility from the UK ETS registry

ministrator will nsider Pr r Termination Event under
he LCHA item 3.4 (Pr r Default Termination

4

i

Strike Price
Indexation

BEIS-minded-to—positionThe approach the LCHA will take in respect
of Strike Price indexation ferdepends on the relevant hydrogen
production technology:

(a) CCUS-Enabled Facilities;—is—Ffer: the natural gas cost

component of the Strike Price to—-be-inrdexed{ina—<certain(i.e.
the input natural gas or refinery off-gas costs that form part of

29
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h rike Pri will Icul multiplying the monthl
Gas Reference Price by an agreed proportion;_of up to be-

determined)to-the-marketprice-ef natural-gas;enthe basisof-
. whicl UK
NBP-Menth-AheadNatural-GasPricel.15 MWh (HHV) of natural

r1 MWh (HH f hydr n_th re pr n |

h _month2t (with th r r rtion of hydr n in
set based on the Facility's design efficiency), and-fer all other
components of the Strike Price tewill be indexed to CPI
(exeeptrfor_the avoidance of doubt, the CO2 T&S fees;—which-
are—a—pass-through—see—discussion—inCharges Amount falls
outside of the Strike Price and will be payable pursuant to item

4-174.18 (CO2 T&S FeesCharges Amount)); and

(b)eleetrebytic_Electrolytic Facilities;—is—fer: the full Strike Price towill
be indexed to CPI.

respeet—of—anyThe costs associated with smaHl-seale—hydrogen
F&Stransport and/or storage infrastructure eevered—by—the—tow-
CarbonHydregen-Agreement;will also be indexed to CPI, if they are
eligible costs and are included in the apprepriate—approach—for—the-
X - e Siri Pri ‘ I | P
faeilitiesnegotiated Strike Price.

This approach reflects BEIS' analysis of production costs for each
technology in three key areas: (i) providing end users with security
of supply, (ii) protecting preduecersProducers where they are unable
to reasonably manage or control changes in costs;, and (iii)
protecting Government from excessive risks and costs.

2! __Note to Reader: This ratio (1.15 MWh (HHV) of natural gas per 1 MWh (HHV) of hydrogen) reflects the best available
- : 7 - - -
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Billing and Payment

Once the Start Date has been achieved, payments will be made by
the HydregenLCHA Counterparty to the Producer, subject to the
application of the relevant formulae that will be set out in the Lew-

CarbonHydrogen-AgreementLCHA.

The HydregerProducer will be required to deliver to the LCHA
Counterparty all information that the LCHA Counter gg rty reguires to

llow i r illin ment, no | hnﬁv
i fter th f h "Billing Peri

one (1) calendar month)z. The LCHA Counterparty will then deliver a
billing statement to the Producer for each *Billing Period~—{beirg—a-
peried—ef-ene—calendarmenth) no later than seventen (10) Business
Days after the end of eaehthe relevant Billing Period.—A—bilirg-
statementwill- set-out-the paymentsforeach-halfFhourly settlement
period—

Payments will then be due to the Producer no later than 28-calendar-
daysten (10) Business Days after the enddelivery of each—Billing-

illin men rovi
nterpar h receiv he r isi information from th
Producer by the relevant deadline. This is to give sufficient cashflow
certainty to the PredueerProducers to manage itstheir working
capltal p05|t|on and borrowmg costs Ha#—hewcly—se%tlemeﬁt—peﬂeés—

Any payments that are due to the HydregerLCHA Counterparty will
need to be made by the Producer no later than 18eight (8) Business
Days after the delivery of the relevant billing statement.

4.174
16

Set-Off

The Lew—Carbon—Hydregen—Agreement—mayLCHA will include
reciprocal set-off rights for the Producer and the HydregenLCHA
Counterparty (i.e. aeither Party may reduce the amounts owed by
themit to the other Party, by any amounts that are owed to themit
by the other Party).

CO2 T&S

For a CCUS-Enabled Facility connected to a CO2 T&S Network, BEIS-
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is—minded—te—includesome of the CO:2 T&S fees—in—the—payments
techarges that are payable by the Producer fremto a specified CO»
T&S Operator will be payable by the HyeregenrLCHA Counterparty se-
that-suchfees—ean-bepassed-through—to-therelevant COT&SCoto
he Pr rin r rtion in relation h lifying Volum
Total Volumes ratio.s

Th ne 2022 Transport an r Busin M I 24|
nfirm h he " T har Amount" will have thr

elements comprising:
Flow Charge: This charge i n the m nti f th

ream nsistin rimaril f 2 inj in h
T Network he Pr r;

i harge: Thi har i n_the Pr r'
Kk i n th T Network; an

Network Charge: Thi har vers the remainder of th
Pr r' har f th T llow reven i.e. th
mount th h T rator i ntitl recover_in

4.194

CO2 T&S DBelays-
Curtaitmentand-
OutagesQutage

Relief Events

i h network and thi h re Plan
navailabl il r der. hen, ex wher h_limi r
lack of i n mission, breach or default of th
Pr r " T Relief Event" will hav rred. If
T Relief Even rs, hydr n volum r
he Facility will receiv waiver of the r iremen m

|
with the LCHS for the purposes of the definition of Qualifying Volume

if certain conditions are met.

(a)-del I et cioning-oft ;

)
For lifying Volum which have receiv waiver of th
r iremen mply with the LCH ri \ he full
rike Pri r ring n iation item 4. rike Pri
will apply for the purpose of calculating the Difference Amount.
However, the Pr r_will r ir h T
Relief _Even rik Pri D ion _Amoun h LCHA
nterparty which will Icul ing th li | T
Relief Even rike Price D ion item 2.7 T
mmissioning Delay Reli .
The tier roach of th T Relief Even rike Pri

Deduction reflects the theoretical risk that curtailment of the
nretwerk—and-
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Change in Law

Qualifying Change
in Law

BEIS i deri hett P heThe LCHA will contain
Qualifying Change in Law ("QCIL") provisions—ef, following the
approach taken in the AR4 CfD,—previding—atevelof-cost and the
CCUS Programme Contracts, in order to provide fair and
FW&HHGM protectlon forto Producers in respect of Qerks—

n i i "_gg tIDI:EE

(b)__ Specific Change in Law. This is a change in law that specifically
apphy(and not merely indirectly or consequentially or by virtue
of the disproportionate effect of any change in law that is of

! lication’ fes to :

(i) facilities—with——a—tow——Carber—Hydregen-
g” ; QME ilities) _deplovi 3
particular tew—earbenr—hydrogen_production technology}
and "%other ehaﬁges—m—kaw—e—e—t-hat—

hvd Faciliti

ificall lyi P ir_Faciliti ! an
undue and discriminatory effect on athe out-of-pocket costs
incurred or saved by the Producer's_when compared with the
out-of-pocket costs in—cemparison—with—eertainincurred or
saved by one of the following comparator groupsj.

0 I il luction facilities:
i I luction faciliti .
hydrogen production technology;
i L hyd luction faciliti . ! .
the same hydrogen production technology; or
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foreseeable changes in Iaw"—t—he—Hsk—ef—wmehM
ific chan |n| w

. ! larif LCHA tl ! is} .

possible changes in law will not sit with the LCHA Counterparty but

with the Producer—

changes intaw
m—w
facilities).

5.2

QCiL Compensation

The form of the QCiL compensation provisions in the LewCarbon-
Hydreger—-Agreement—mayLCHA will be based on the AR4 CfD and
maythe CCUS Programme Contracts, and will broadly follow the 'no
better, no worse' principles ofreflected in the AR4 CfD_and the CCUS

Programme Contracts (i.e. to place the partiesParties in the position
they would have been in had the QCiL not occurred) M

BEIS is considering how such QCiL compensation should be
calculated_in the LCHA.

5.3

Qualifying
Shutdown Events
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operations at the Facility. There are certain exceptions to this

finition, namely where the sh wn event:

r h vernmen vernmental hority w
r ir in_this w nder Eur n_or_ International
law, provi h h vernmen vernmental hori
r nable en vour r n revent th
ion of that law;

w for r n relatin health f ri
environment, transport, or damage to the property in relation

he (i) Facili i) the Pr r, (iii) the site of the Facili

A lifyin h wn_Event th rs on or after th rt D
will nsti iL ration ion Event under the LCHA

item 5.2 iL mpensation nsistent with th ition
nder the AR4 CfD and th Programm ntr .

5.4

Change in
Applicable Law

The change in applicable law provisions mayin_the LCHA will follow
the AR4 CfD;_and the CCUS Programme Contracts whereby the
HydrogenLCHA Counterparty wouldwill be entitled to propose
amendments to the LewCarbenHydroegen—-AgreementLCHA where

any new law, or a change to the manner in which an existing law is

interpreted or applied, renders the Lew——Carben—Hydrogen-
AgreementLCHA illegal, invalid, unenforceable or inoperable.

Representations, Warranties and Undertakings

Representations;_
and Warranties
anrd-Yndertakings

BEIS | derina
{&)y—FoellowingThe LCHA will follow the AR4 CfD in respect of the
representations;_and warranties ard—undertakings—that both the

Producer and the HydregerLCHA Counterparty are required to
provide to each other;anrd

required—in—thetoewCarben—Hydrogen_on the Agreement_Date and

6.2
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No. Subject
(f) W
6.3 Producer's
Information
Undertakings

(a)__Initial Facility Data: The Producer's estimate of amongst other
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6.56- | Producer's BEIS is considering the hydregen-metering requirements for the Lteow-
2 Metering Carbon—Hydregen—AgreementLCHA, including the extent to which
Undertakings incorporating, and ensuring consistency with, the AR4 CfD electricity

metering undertakings and CCUS Programme HeFsContracts
metering undertakings is appropriate. —Fhis-includes-how-off-sitetow-
i e , ich BEISi

BEIS is also considering whether any additional metering or similar
obligations will need to be placed on the Producer in respect of the
hydregen—business—model;,LCHA including in respect of monitoring,
reporting and verifying compliance with the LewCarben—Hydrogen-
Standard{discussed-belowin-item-LCHS (discussed below in item 7
(Lew-Earben-Hydroegen-StandardLow Carbon Hydrogen Standard)).

6.6 | LCHA and RTFO The LCHA will permit the Producer to claim under the LCHA and also.
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6.96- | Collateral BEIS is—censidering—whether—towill follow the AR4 CfD in requiring a

3 Requirement Producer who fails to pay a 'net payable amount' (i.e. where the
Reference—Pricereference price exceeds the Strike Price) to the
HydregerLCHA Counterparty on a number of occasions to provide a
specified amount of collateral.

7. Low Carbon Hydrogen Standard

7.1 General BEIS is considering the interaction between the tew—Carben-

Hydroger—StandardLCHS and the Low——Carbon—Hydrogen-

AgreementLCHA, including how requirements deriving from the Lew-

CarbonHydrogen—StandardLCHS will be included in the Ltew-Carbon-
. “HA, Sud] . i .
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referr FMS Pr r in AR4 CfD). Th r D
llection Plan will ify all of th flows that will n

rovi he Pr r he LCHA nterpar n h

fr n f h flow monstr ngoin mplian

with the LCHS from the Start Date.

7.2 Payments As mentioned in item 4.2 (Frgger—ferPaymentQualifying Volumes,
Non-Qualifying Volumes and RTFO Volumes), in order for a Producer
to receive payments under the Lew—Carben—Hydregen-
AgreementLCHA for volumes of hydrogen produced and sold, those
volumes will need to meet the Lew-CarbenHydregenStandardLCHS.
This is to ensure that the business model delivers carbon savings
and that investment in low carbon hydrogen projects is consistent
with the Government’s net zero commitments.

7.3 Compliance BEIS—is—<onsidering—how+toThe LCHA Counterparty will monitor and
assess compliance with the LtewCarbenHydregenStandard LCHS:

(a) prior to the Start Date, fer—example—at InitialConditions-
PrecedentMilestoneReguirementand-Operational Conditions
Precedent stagesstage (see item 2.5 (Operational Conditions.

Precedent)); and

(b) after the Start Date has occurred. In this regard, the Lew-
CarbenHydregenAgreementLCHA will include Felevammgn;hlx
reporting andreguirements (pursuant to and i gggg dance

with the D llection Plan, with hr
accompanied by a directors' certificate) and gnnggl audit

requirements.

verifi

framework i \Y item 4 (Pr r'
Monitoring, R rtin nd Verification (MRV) Undertakin
nd i i further development.
7.4
carboen- pe%rﬁem—%Z—éPayme&ts—)—meHdmg—Mqa% hg Lg;HA WI|| mcludg r|ghts
hydregenEnforcem | for the HydregerLCHA Counterparty—shewld—have to enforce
ent compliance with the Lew—Carben—Hydrogen—Standard—LCHS. These
rights will include:
nsion an rmination rights if r r r i
ntains materially fal r misl ing information; an
righ for th LCHA nterpar r further
information_and si with nsion an rmination
rights for failur rovi

In addition, BEIS-is—<censidering—whetherthe HydrogenCounterparty-
| ohtto 1 inate_t - Hyd

aredﬂeeel—fer—a—wetengeé—peﬁed—ef—ame— an ggg :gg |gr ;hg Lg;HA
Counterparty] determines that a consignment of hydrogen produced
by the Facility has not complied with the LCHS where payment in

r f h consignment h Ir nm r ncili
process will apply.

42



7.5

Grandfathering

16" December 2022
> ber Publication Versi

require the Producer to comply with anry—futureall amendments to
the LewCarbonHydrogenStandardLCHS after the Agreement Date.

7.6

Certification

BEIS is considering how the Lew-Carben—Hydrogen-AgreementLCHA
will interact with a petential—future—tow—Carben—Hydregen-
Standardhydrogen certification scheme_which is due to be developed.
by 2025, includi | —_ f !
ificati | Id treated ler t CHA | Id
- e e — ! id .

Force Majeure

Force Majeure
Relief

BEIS-isminded+teThe LCHA will follow the provisions of the AR4 CfD,
whereby the Producer will be entitled to day-for-day extensions of
time (pre-Start Date) and relief from performance of its Ltew-Carboen-
Hydrogen-AgreementLCHA obligations where a Force Majeure event
occurs which is beyond the Producer's control and which could not
have been reasonably avoided or overcome by the Producer.

As with the AR4 CfD_and CCUS Programme Contracts, such
protection is—unlikely—towill not apply where the relevant event is
caused by the Producer's fault or negligence, or where the relevant
event occurred before the date-en—which-the Preducerappliedforthe-
Lew-CarbenHydrogen-Agreement_Date.

BEISis—considering-theinterplay-betweenEor CCUS-Enabled Facilities
nl T Relief Even T mmissioning Del
Events and CO», T&S Cessation Events will also be excluded from the
Force Majeure previsiensprotection and the—previsions—relating—te-
delays;,—eurtailment—and—eoutages,—iF—applicable,—ir—a—CO—T&S-
Networkwill be subject to a separate regime under the LCHA.

Other

Repertingand-
Confidentiality
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m F the i m = ol e

Agreements-Th nfidentiali rovisions in the LCHA will

n the AR4 CfD and th Programm ntr nd will refl

h rinciple that n rovision of the LCHA will nsider
nfidential, and th ither Party will fr iscl n h
rovision. This will exten he Project- ific provisions th r

incl in_the fron n reement of the LCHA (including, for
xampl h rike Pri he Lon D nd the Total Proj

Pre-Commissionin . However, this will excl

@ commercially sensitive information such as corporate

r r proprietary information;

ny information that i iscl ring n iations in
relation whether iL has in f rr rn
and

n information__th mer in__relation n
n iation i ion n rr nden in
connection with the LCHA.

incl Il information relatin vernmen licy relevan
he LCHA which the Pr r, or any of its repr ntativ
receives in relation to the LCHA.
The LCHA nterparty/Pr r will n rmi iscl r
mak f h Pr r nfidential _Information/LCHA
nterpar nfidential Information with h her Party'
written nsen nl h LCHA nter Pr r
li | lan iscl hat information fulfil one of th
rmi r in the LCHA.
BEIS i nsidering: (i) th ifi rmi r r ired for
the LCHA; and (ii) what Project-specific information (other than the
information in the front en ment of the LCHA) will
lish n the LCHA register on the LCHA nter 's w i
BEIS i | nsidering what information will lish h

hydrogen market price.

9.2

ReportingLCHA

Assignmen
lin

n

ion

stages/deadlinestA Pr r will n rmi ransfer
ign its righ r obligations under the LCHA unl :

{b)y2"-report-by-the-3"-anniversary-of the-Start-Date(i-e—after-the-
{e) 3-reportby-the 7#-anniversary-of the-Start-Date
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9.3

Dispute Resolution
Procedure

BEIS—is—considering—followingThe LCHA will follow the dispute
resolution procedure detailed in the AR4 CfD_and the CCUS
Programme Contracts, with disputes escalated to a meeting of senior
representatives followed by final resolution by expert determination
or arbitration._BEIS is considering the procedure for metering.
disputes.

9.49-

Limited Recourse
Arrangements

The Low-CarbenHydregen-AgreementLCHA will initially be taxpayer
funded, with a transition to levy funding taking place no later than
2025, subject to consultation and legislation being in place. BEIS is
considering (i) how the tewCarbenHydrogen-AgreementLCHA will
be structured and drafted to enable such transition and (ii) how the
limited recourse provisions in the AR4 CfD could be adapted in order
to reflect the proposed funding models.

BEIS' intention is for the provisions to contain a version of the "pay
when paid" obligations that are a key feature of the AR4 CfD (i.e.
with the HydregenLCHA Counterparty only being required to pay
Producers to the extent that the HydregenLCHA Counterparty
receives corresponding and allocated amounts from the relevant
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source(s) of funding). BEIS is considering the regulatory structure
that will be used for hydrogen when a levy funding transition takes
place.

9.5
9.6 Boilerplate The Lew-CarbenrHydregen-AgreementLCHA will contain standard and
Provisions miscellaneous provisions, largely following the AR4 CfD_and the

CCUS Programme Contracts, including provisions relating to:

(a) intellectual property rights (with such provisions aligned, as
appropriate, with the IPR provisions in the CCUS Programme
HeFsContracts);

{b)-assignment;

(bYfe) marketing, publicity or communication;
() notices; and

(d)fey governing law.
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SECTION C - DEFINITIONS

In this document capitalised terms not otherwise defined shall have the following meaning:

Term

Definition

Achieved Sales Price

has the meaning given to that term in item 4-64.7 (Achieved Sales
PrieePrices).

Agreement Date

means the date of the Lew-Carben-Hydrogen-AgreementLCHA.

(a)_biomethane; or

Eunding

Billing Period

has the meaning given to that term in item 4-154.16 (Billing and
Payment).

Business Day(s)

means a day (other than a Saturday or a Sunday) on which banks are
open for general business in London.

By-Product

Capital Return

Component

ccUs-Enabled- means a—hatural—gas—refermation—and/er—gasificationthe part of the
FaeitityCapture Plant | CCUS-Enabled Facility withwhich is designed, constructed and operated

for the purpose of preducingtow——carben—hydrogen—and—capable—of
capturing;—menitering,—metering and exporting CO2 (or any substance
consisting primarily of CO») produced by the CCUS-Enabled Facility.z
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Term

Definition

imarilv of CO2: and

(b)__temporarily stores, processes and exports CO2 (or any substance
isti - ilv of CO2) f ! .

© . : : ich | ilary 1
sl {2 D) of this definit]
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Term

Definition

Facili

provided that such costs shall exclude:

(e)___the Capital Return Component;

(f)__all costs associated with the Producer's appointment and
T e LIl e

@ Il cost iated with the P 'S i . .
o e St o i L g i t of

(h) et e ired t N ! o
the Facilitv: and

(i) ___costs in respect of staff bonuses.

CO:2 T&S Network

means thea network including, but not limited to:

(a) pipelines used for the transportation of captured CO2_(or any
substance consisting primarily of CO>) from one capture unitplant
to a storage facility or to or from any captured CO: pipelinre-
network—or-

{b)y—routes—used-for-the-transportation—of-COxfrom-one—captureplant-
te—a—storage—facitity —or—to—or—from—any—€O2(or any substance
consisting primarily of CO,) pipeline network; and/or

(b)fe) storage facilities for the permanent storage of captured CO2_

ran n nsisting primarily of

wn n r T rator within th ni Kin m
which may incl nshore and offshor mponen nd which, for th
voidan f hall not incl n ipelin r r r
facilities for ilisation.

CO> T&S Network means the first to occur of:

(a)__the date that either Party gives notice to the other Party that the

t CO2 T&S Net ki ilable le_t Fagility i
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Term Definition
(b)_a CO, T&S Cessation Event has occurred,
CO, T&S Prolonged means the date on and from which the LCHA Counterparty may
u ilabilit - “HA bei ! hich falls [thirty (30)] Months f

CPI

means:

(a) the all items index of consumer price inflation published each
month by the Office for National Statistics; or

(b) if that index is no longer being published, such index as the
HydregenLCHA Counterparty may reasonably determine to be
appropriate in the circumstances; or

(c) if there is a material change to the basis of that index, such other
index as the HydregenLCHA Counterparty may from time to time
reasonably determine to be appropriate in the circumstances.

Default T inati ! ! . . . 3.5 (C 2
Payment Producer Default Termination).

Difference Amount has the meaning given to that term in item 4.1 (Difference Amount).
Electricity St ! . f el el . f f ict
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Term

Definition

he hydr n_pr ion plan n Il _ancillary faciliti n

ipment for th fi fficient, timel n nomi ration
f the hydr n_pr ion plant in a manner isfy fully th
r iremen nder the LCHA; an

if agr ween the Parti he Agreement D n i
n roject-by-proj i kin veral f rs_in
nt including n i ffor: ili nd value for money for
Government):
@ he hydrogen transport infrastr r n Il _ancillar
faciliti n ipment for th fi fficien imel n
nomi ration f h hydr n ran r
infrastructure in a manner to satisfy fully the requirements
under the LCHA; and/or
h hydr n r infrastr r n 1] ncillar
faciliti n ipment for th fi fficien imel n
nomi ration of the hydr n r infrastr r
in manner isfy full he r iremen nder th

Final Installed
Capacity-Estimate

Hs—the—Facitity—capacity—determined—at—the-AgreementDatelmeans (i)
he Install ity which h n_commission h f

he final install ity _noti livered following th r
D nd in any event no later than ten (10) Busin D fter th
Lon D which shall n in_an ven X he Install

i Estim ; r_(ii h m Final Install i
determined in accordance with the LCHA (see item 2.6 (Longstop Date
R ired Install i .




16" December 2022
> ber Publication Vers

Term

Definition

FM Affected Party

means a Party affected by Force Majeure.

Force Majeure

means any event or circumstance including: (A) any change in law

settlement services provider, provided that such event or circumstance:

(a) is beyond the reasonable control of the FM Affected Party or, if
relevant, its representatives (in the case of the Producer and its
representatives, acting and having acted in accordance with athe
reasonable and prudent standard);

(b) could not reasonably have been avoided or overcome by the FM
Affected Party or its representatives (as appropriate);—and

(c) is not due to the FM Affected Party’s fault or negligence (or that
of its representatives®); and
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Term Definition

(9)__lany other information to be determined].

Initial Conditions means the conditions precedent set out in item 232.2 (Initial
Precedent Conditions Precedent).
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Term

Definition

Longstop Date

means the last day of the fa—period—to—be—determineditwelve (12)
months following the final day of the Target Commissioning Window.

Low Carbon
Hydrogen Standard_/_
LCHS

Material Equi :

Milestone Delivery
Date

Milestone
Requirement

Cthis definition-is-sti [ ! ..
. 2.4 (Mil Requi :M

Milestone
Satisfaction Date

means the date of the notice from the HydregenrLCHA Counterparty to
the Producer specifying that the Producer has complied with and fulfilled
a Milestone Requirement.
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Term

Definition

Natural - Gas-
PrieeNon-Qualifying
Offtaker

has the meaning given to that term in item 454.3 (Natural—Gas-
Price): lifying Offtakers and Non- lifying Offtakers).

Non-Qualifvi
Volume

NZHF means the Net Zero Hydrogen Fund.

NZHF GFA means the NZHF grant funding agreement awarded to the Producer.
Offtaker

Operational means the conditions precedent set out in item 242.5 (Operational
Conditions Precedent | Conditions Precedent).

0 c T the Prod in it t that it i ! the hvd
Offtaker produced by the Facility.:

PriceFloerPermitted
Annual Volume Cap

has the meaning given to that term in item 4-74.13 (PreeFloor)-LCHA
Pr ion nd Annual Volum

Producer

Producer_ CO> T&S
Connection Works

Prod confidential | 1 { . - to that t in it 0.1 (Confidentiality)

Information

Project means the design, development, construction, completion, testing,
commissioning, operation, maintenance and decommissioning of the
Facility.

QCiL C ! ti ! { - - that 1 o 5.2 (OCIL C tion)

Event

QCiL 0 ti ! { . . that 1 o 5.2 (OCIL C tion)

Cessation Event

Qualifying Change in
Law

fthisdefinition-+s—stil-underdevelopmentihas the meaning given to that

rm in item 5.1 lifving Change in Law).

Qualifying End-

has the meaning given to that term in item 4-

Users)=Sliding Scale Volume Support).

4.12 (Qualifying—End-
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Term Definition

Reference Price_for_ has the meaning given to that term in item 444.6 (Reference
Non-Qualifyi Priceprices).
Volumes

Ref Price f has ti S - 1 6 (Ref, rices.
Qualifving Volumes

Relevant means a Construction Event:

Start Date means the date on which the Producer notifies the HydregerLCHA
Counterparty that the Operational Conditions Precedent have been
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Term Definition

fulfilled (or waived by the HydregenLCHA Counterparty).
Strike Price has the meaning given to that term in item 4-34.5 (Strike Price).
Take-or-Pay Volumes
Target means {a-defiredthe twelve (12) months period {commencing on a date
Commissioning to be determined)—beforeagreed on a project-by-project basis and
Window af—term the—ta%get—eemmlssmﬂmg—dafee—ﬂeﬂﬁed—by—the—%edﬂeee

Agreement Date.

Total Project
Commissioning Costs

Total Sales Price

Total Volumes

Trading Day

UK ETS means the emissions trading scheme in the UK established pursuant to
The Greenhouse Gas Emissions Trading Scheme Order 2020.

UK-NBP-MonthAl y t relati l i ‘ . | .

YKNBP-Menth-Ahead- | means-thepricefora-UKNBP-Menth-Ahead-Gas-Contract-asreflected-in-

Natural-GasPrice ar-UKNBP-Index:
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I ICPs satisfied I Milestone |
| within 20 | Requirement :

met before MDD | P ——
OCPs satisfied

|
| |
I before the end of I
| |

the TCW

Commissioning Longstop Date
Window (TCW) (LD)

[18] months for
CCUS-enabled and
[12] months for
electrolytic project.i

12 months 12 months

Development Construction Corrmissiom‘ng Operation

Start Date (i.e. payments

start) once OCPs have been
satisfied

Producer a-"""]""_Ed to Producer required to Producer required to commission
reduce Initial 3 commission no less than Final Installed Capacity

Ins!taﬂed Capacity 80% of the Installed between 95% and 100% of

Estimate by [10%] Capacity Estimate as Installed Capacity Estimate no

Capacity

before the MDD an OCP later than 10BDs after the LD

The LCHA Production Cap will be
adjusted in proportion to (i) any
reduction to the Installed Capacity
Estimate and (ii) the Installed
Capacity that is commissioned

Production

= Indicative timeline. of LCHA mil

k8
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Time relief via day-for-day extension

v

Hﬂestane

/ Date

Target
Commissioning
! Longstop
Window (TCW) Date (LD)

[18] months for
CCUS-enabled and
[12] months for

electrolytic projects 12 months

Development Construction Operation

Start Date
once all
CO, T&S Connection Delay Compensation DfJPls

payable, in addition to time relief, if the Producer satisfied
has satisfied all OCPs other than the CO, T&S

Connection Confirmation CP
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Termination for CO2 T&S Prol T ilability (LCHA HoTs Item 3.9)

r----------------------------------------------------------------------------ﬁ

Full CO, T&S Outage
Event or CO; T&S
Commissioning
Delay Event begins,

Deadline for the
LCHA Counterparty
to assess the

CO,; T&S
Prolonged

Unavailability
Response
Notice

or CO, T&S
Cessation Event
OCCUrs

Alternative C0O;
T&S Network
Solution Plan

Month 6 Month 24 Month 36

Month 0 Month 12

LCHA Counterparty
discretion to terminate
arises, unless an

Deadline to send
an Alternative
CO; T&S
Network
Solution Plan

COo, T&S
Prolonged

Unavailability

Event Notice Alternative CO; T&S

Network Solution Plan
has been approved and is
being implemented

:r!'--------------------------
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Will the Facility's volumes be
supported through the RTFO
scheme (and not the LCHA)?

No

h

Are the volumes sold to a Non-
Qualifying Offtaker?

* Risk taking intermediary

= Exported for use outside the UK
= Blending into a public gas grid

No

Are the volumes intended to be
supported through the LCHA, sold to
a Qualifying Offtaker (i.e. not a
Non-Qualifying Offtaker), and do
they meet the LCHS?

RTFO Volumes

Non-Qualifying Volume

Is there a CO2 T&S Outage Relief
Event and are the volumes sold to a
Qualifying Offtaker?

m Non-Qualifying Volume

Yes

Qualifying Volume

Qualifying Volume with a LCHS
waiver

R
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vy a4 - V( Cd ]! ! - /! e
KE"IEIII‘III'Ig LUCHA Production Lﬂp
(MWh)

+ 71
Qualifying Volume (MWh) forward, (-) borrowed from later Total Aggregate Volume (MWh)
years (MWh)

Total produced
and sold (MWh)
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1

Total annual

Annual banking (+)

Remaining LCHA

and sold (MWh)

65

(]

(] Qualifying Volume RTFO Volume production and carried forward, (-) Total Aggregate DG

(] (MWh) sales volume borrowed from later years Volume (MWh)

H (MWh) (MWh)

]

(]

]

(]

(] :

l| Y5 85 40 125 -25 582.5 917.5

'| Y6 50 45 95 5 677.5 822.5

(] 50 a5 5 772.5 7275

(] 30 50 25 847.5 652.5

(] 45 115 =15 962.5 537.5

0 40 100 0 1062.5 437.5

' 50 125 -25 1187.5 312.5

0 45 85 15 1272.5 227.5

(] 40 20 10 1362.5 137.5
50 102.5 2.5 1465 35

= 12.5 35 0 1500 0

(] Total produced 627.5 1462 5
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Volumes produced and sold in LCHA (Qualifying
Volumes)

Volumes produced and sold in RTFO (RTFO
Volumes)
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Volumes borrowed from future years

Volumes carried forward to future years

Volumes above the Permitted Annual Volume Cap
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Billi i p t (LCHA HoTs It 1.16)

r-------------------------------------------------?

The Producer delivers the
required information for the

LCHA Counterparty to
produce a billing statement*

No later than 5
Business Days

> The LCHA Counterparty
| | | | delivers a billing
statement to the Producer

No later than 10 Business Days

End of Billing Period

No later than 8 Business Days _

i
| T For the avoidance of doubt,

1 there will be a Set-Off

| provision included in the LCHA |
|

The Producer makes any

payments due to the [CHA
Counterparty T

No later than 10 Business Days

: * BEIS is considering the :
| consequences of a |
| Producer failing to deliver, |
| or delivering late, such |
I information

Delivery of billing statement

The LCHA Counterparty
makes any payments due
to the Producer T

r the LCHA

R
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