


Follow up to the European Parliament non-legislative resolution on the European Hydrogen Bank
1. Rapporteur: Robert HAJŠEL (S&D / SK)
2. Reference numbers: 2023/2123 (INI) / A9-0379/2023 / P9_TA(2023)0484
3. Date of adoption of the resolution: 14 December 2023
4. Competent Parliamentary Committee: Committee on Industry, Research and Energy (ITRE)
5. Brief analysis/ assessment of the resolution and requests made in it: 
The resolution welcomes the Commission Communication on the European Hydrogen Bank (EHB), the first pilot auction to support renewable hydrogen, and the launch of the concept of ‘auctions as a service’.
The resolution highlights the need to prioritise ramping up EU domestic production, while also recognising the need for competitive imports of renewable hydrogen. The resolution recognises the urgent need to scale up electrolyser manufacturing in the EU. It also underlines the importance of diversifying suppliers for imports.
The resolution emphasises the role of the EU as a global standard setter and underscores the need for a robust common certification scheme for both domestic production and imports to ensure a level playing field.
The resolution emphasises that for a successful acceleration of the hydrogen market, it is necessary to ensure sufficient investment to develop adequate hydrogen infrastructure.
The resolution asks the Commission to consider complementary mechanisms such as grants, contracts for difference and carbon contracts for difference to support production and demand for renewable hydrogen.
The resolution also insists that investment in renewable hydrogen from third countries be subject to international due diligence principles. It urges the Commission to prepare guidelines with clear and transparent criteria concerning the eligibility for EU support of producers from non-EU countries.
The resolution insists on making the EHB the single point of contact for providing information on available funding at the EU and national level. It also calls on the Commission to make the EHB a one-stop-shop for the financing of hydrogen. The resolution encourages cooperation between the EHB and Member States programmes for imports.
The resolution calls for significantly increasing the overall budget of the EHB and for alternative funding to be explored in addition to the Innovation Fund.
Finally, the resolution stresses the need for an annual report by the Commission assessing progress in the development for the renewable and low-carbon hydrogen market and evaluating the activities of the EHB. The resolution also requests that the Commission submits a comprehensive evaluation of the EHB before its proposal for a new Multiannual Financial Framework (MFF). 
6. Response to the requests and overview of the action taken, or intended to be taken, by the Commission: 
The Commission is grateful to the European Parliament for addressing the topic of the EHB. The Commission welcomes the resolution and fully shares its objectives to support the development of a market for renewable hydrogen.
The Commission has given the resolution careful consideration, and there are many elements which the Commission supports. The Commission agrees with the European Parliament on the importance of sufficient funding for all pillars of the EHB.
The resolution makes several calls on the Commission to take action in the fields described.
As regards prioritising domestic production (paragraph 8), the first pilot domestic auction for the support of EU-produced Renewable Fuel of Non-Biological Origin (RFNBO) hydrogen opened on 23 November 2023 and closed on 8 February 2024. The auction received 132 bids from projects located in 17 European countries. The evaluation of the proposals and a lessons-learned exercise are expected to conclude by May 2024. The speed of rolling out this instrument reflects the urgency the Commission attaches to supporting domestic production.
However, imports are equally important due to the potentially large future EU demand in industrial sectors (e.g. steel and chemicals). The REPowerEU plan (COM(2022) 230) stressed the need for both domestic production and imports. Therefore, the Commission is also working on developing an international auction for imports.
As regards price cap setting in future auction rounds (paragraph 16), its value will be defined based on the experience of the pilot auction, economic analysis, and consultation with stakeholders. As regards considering complementary mechanisms to support the demand, this aspect could also be analysed as part of a lessons learned exercise. The use of a fixed premium scheme for the pilot auction links with a nascent hydrogen market (that cannot yet provide a reference price) and also the objective to develop a simple mechanism for the first auctioning experience. The use of schemes such as Carbon Contracts for Differences is regarded as an option in the revised EU Emissions Trading System (EU ETS) Directive, and their opportunities and challenges will be further analysed.
As regards geographical and sectoral balance (paragraphs 17 and 21), under the EHB’s domestic auction focused on supporting renewable hydrogen production in the EU, the Commission will assess the design elements of the pilot auction as part of a lessons learned exercise and publish in spring 2024 the draft Terms and Conditions for a next auction. Geographical and sectorial balance aspects can be part of that exercise.
The lessons-learned exercise will feed into the stakeholder consultation on the Terms and Conditions of the second round of the auction for renewable hydrogen production under the Innovation Fund. This second round is planned to be launched before the end of 2024. The choice of sectors eligible for offtake will be part of this consultation, together with other aspects of the design.
The ongoing pilot auction does not include specific geographical balance criteria since one of its objectives is to help creating a renewable hydrogen market at European level and to enable a price discovery. Geographical balance aspects will also be subject of discussion during the lessons learned exercise.
Notwithstanding this, the auction call document already reflects the importance of geographical balance under the Innovation Fund as it defines that for proposals with the same bid price, a priority order will be determined for ranking according to a list of criteria. According to the second of those criteria, proposals located in a country (EU Member States, countries from the European Economic Area), which had, at call publication, less funds awarded in previous Innovation Fund calls, will be considered to have higher priority.
As regards technical assistance to Member States (paragraphs 18 and 25), under the Innovation Fund there are currently three major initiatives to support Member States to develop a high-quality national innovative project pipeline and improve the geographical balance: 
· The revision of the EU Emissions Trading System (EU ETS) Directive introduced ‘Technical Assistance for Member States with low effective participation' – aiming to increase the overall quality of the Innovation Fund applications;
· The Commission's Technical Assistance Instrument (TSI) supports Member States with tailor-made expertise to design and implement reforms, including those promoting investments in accelerating the green energy transition through hydrogen; and
· Training sessions for all Member States’ National Contact Points and the Innovation Fund Expert Group representatives on award criteria, outreach and communication.
As regards aspects of cumulation with other public funding (paragraph 20), the existing rules in the pilot auction limit the cumulation of aid as they seek creating a level-playing field for applicants. The detailed definition of cumulation rules in future rounds will also be addressed during the lessons learned exercise after the pilot auction closure.
As regards the European Clean Hydrogen Alliance (paragraph 25), the European Clean Hydrogen Alliance will maintain its activities and it can support the EHB with its wide stakeholder group, notably by sharing knowledge and advice and by exchanging best practices. It would be counterproductive to include the activities of the European Clean Hydrogen Alliance in the EHB, as the European Clean Hydrogen Alliance carries out many activities that are not directly relevant to the activities planned for the EHB. Consequently, the EHB can be supported by the European Clean Hydrogen Alliance in its actions, as already has been the case in preliminary discussions. This support can be provided without changing the scope of activities or governance of the European Clean Hydrogen Alliance.
The European Clean Hydrogen Alliance will support the EHB for the financing actions that are related to the EHB auctions. For efficiency and transparency, the EHB will not set up activities that are already covered by the European Clean Hydrogen Alliance. Close cooperation in financing-related actions can help promote the visibility and outreach of financing-related work and the auctions organised by the EHB.
As regards EU entities dealing with hydrogen (paragraph 26), the Clean Hydrogen Joint Undertaking (CHJU) is a public private partnership supporting research and innovation activities in hydrogen technologies in Europe. The Fuel Cells and Hydrogen Observatory, initiated under the Fuel Cells and Hydrogen 2 Joint Undertaking (FCH 2 JU), is continued as of November 2021 under the CHJU as the European Hydrogen Observatory (EHO). It is an open platform providing data and up-to-date information about the entire hydrogen sector. The activities of the CHJU and the Observatory are different from those of the EHB, which is more focused on early market creation.
As regards the pilot for hydrogen market development under the EHB (paragraphs 9, 27 and 28), the co-legislators provisionally agreed in the context of the hydrogen and gas internal market regulation a “mechanism for support to market development for hydrogen” under the EHB.
This new hydrogen mechanism can in the field of renewable hydrogen build on the lessons learned and experience gained from the establishment and operation of AggregateEU, the demand aggregation and joint purchasing mechanism for natural gas under the EU Energy Platform. However, AggregateEU cannot simply be transposed for hydrogen, as the legal, technical, and financial architecture for natural gas is different for hydrogen. This new mechanism will contribute to the EHB by increasing transparency on hydrogen demand, supply, flows and prices.
Based on experience with AggregateEU, the Commission will need to contract a service provider and secure the related financing to launch and operate this hydrogen mechanism. 
Before the expiry of this hydrogen mechanism, the Commission will submit a report to the European Parliament and the Council assessing its performance. This report may be accompanied by a legislative proposal to develop a mechanism for voluntary demand aggregation and joint purchasing of hydrogen.
As regards a robust common certification scheme (paragraph 32), the Commission has received several applications from voluntary schemes seeking recognition for certifying renewable hydrogen. Some of these schemes aim to certify renewable hydrogen produced outside the EU. The rules governing the certification of renewable hydrogen are applicable to both domestic production and imported hydrogen. Certain aspects relevant to the certification process, such as rules based on the concept of bidding zones outlined in EU law, permit the use of equivalent concepts outside the EU. The recognition process will be completed once the schemes meet all the necessary requirements. It is anticipated that the first certification schemes will be recognised in 2024. 
As regards third country producers and imports into the EU (paragraphs 33, 34, and 36), criteria for the import auctions will be developed once the Commission secures funding for the international leg of the EHB. Such criteria will include conditions for the participation of third-country producers.
As regards infrastructure investment (paragraph 37), the rapid development of dedicated hydrogen infrastructure in and to the EU, connecting supply and demand, is crucial to reach the EU’s decarbonisation objectives. The revised Regulation on Trans-European Networks for Energy (TEN-E) is a unique instrument for European energy infrastructure planning. The EHB will support infrastructure planning with information on hydrogen flows it will gather through its activities (e.g., information on delivery points). Various EU funds support the development of hydrogen infrastructure and investments across the whole hydrogen supply chain, including the Connecting Europe Facility, Cohesion Policy funding, and the Recovery and Resilience Facility, amongst others.
As regards the budget planning of the EHB (paragraph 41), in her speech at the European Hydrogen Week in November 2023, the President of the Commission announced the launching of a second round of auctions with a budget yet to be determined to deliver on the Commission’s intention for the EHB to provide a total of EUR 3 billion support for the sector.
This follows up on the President’s announcement of EUR 3 billion for the Hydrogen Bank in her 2022 State of the Union speech, which the Commission is determined to deliver.
Follow-up auctions for domestic renewable hydrogen production with a possibly increased budget will only be carried out provided the pilot is a success. Only if there is a significant number of bids coming forward in the pilot, it can be concluded that the market is ready for this kind of novel support. Only then more funds can be allocated to this instrument.
The current bidding window which opened in November 2023 has closed on 8 February 2024. The Commission will now conduct a lessons-learned exercise as swiftly as possible with a view to publishing in spring 2024 the draft Terms and Conditions for a second auction. The bidding window for this second auction would only open after a period of consultation with stakeholders and the budget will be calibrated with the next call for proposals for grants in the light of the overall resources available under the Innovation Fund.
The Commission takes note of the European Parliament’s call regarding the overall budget for the EHB (paragraph 42). The Commission would like to recall that the EHB received a budget of EUR 800 million for the domestic auction from the Innovation Fund and that the 2021-2027 MFF, agreed in 2020, is already facing severe limitations due to the multitude of additional tasks and priorities to be financed that could not have been anticipated at the time of the MFF agreement.
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