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European Hydrogen Bank: operating context

Industry in the EU will need millions of tons of renewable hydrogen.
This is impossible without support mechanisms.

The establishment of the EHB stems from both the EU's strategic decisions and the need to compete economically with
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European Hydrogen Bank: terms and conditions of participation

The requirements of the content of the Delegated Acts
condition the ability to participate in EHB auctions.

Additionality

RES powering the renewable hydrogen
plant must be commissioned (or
expanded in accordance with Directive
2018/2001) no earlier than 36 months
before the electrolyzer is put into
operation.

RES feeding the electrolyzer cannot
receive public support (both CAPEX
and OPEX) unless they are connected
to the hydrogen plant by a direct line
or are on-site.

Transition period - hydrogen plants
commissioned before the end of 2027 will
be exempt from additionality until January
1,2038.

Temporal correlation

Renewable hydrogen generation must be
carried out in hourly correlation with the
generation of electricity to power the
electrolyzer. This criterion will be applied
from 2030.

By 2030, temporal correlation will
be required only on a monthly basis.

In addition, the principle of temporal
correlation is satisfied when hydrogen
generation occurs during hours of high
RES grid saturation (day-ahead market
price equal to or lower than 20EUR/MWh
or below 0.36 ETS value).

gated Acts

Geographical correlation

Geographic correlation is considered
fulfilled if:

1. RES are in the same clearing zone
as the electrolyzer;

2.  RES are located in a combined
settlement zone with the electrolyzer
zone, and the electricity price in the
day-ahead market is equal to or
higher in the zone where the
electrolyzer is located;

3. RES are located in a hypothetical
offshore bidding zone.

In addition, in addition to the requirements of the Delegated Acts:

1) Electrolysis capacity within the plant must be at least 5 MW (virtual pooling from different plants not allowed)

2) No cumulation of support with other CAPEX and OPEX aid to the hydrogen generator is allowed
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European Hydrogen Bank: terms and conditions of participation

The hydrogen producer will have to authenticate its
business case, among other things, demonstrating a strategy for
obtaining energy.

Auction participants will have to commit to producing H2 within 5 years of receiving the subsid

» A hydrogen plant that receives support will have to be handed over within 5 years of the subsidy, i.e. from
the moment the contract is signed.

Due date » For a plant to be considered commissioned, it must be capable of generating 100% of the H2 volume declared
investments during the auction.

» In the event that the 5-year deadline is not met, then the support is taken away.

» The H2 generator must have, a m o n g other things, letters of intent to secure min. 60% of the required
electricity and for offtake of min. 60% of the hydrogen, as well as a strategy for purchasing electrolyzers.

Credentialing » Letters of intent must contain a range of information, including, for example, H2 collection profile, volumes, billing
business case model, etc.

» At the same time, the EC requires the participant to show evidence of initiating the process of obtaining the
relevant environmental approvals for the hydrogen plant and, if applicable, approvals for connection to the
grid.

» The EC also requires that a letter of intent be submitted with a bank or financial institution for the
Bank A guarantee of 4% of the total amount of support requested in case the installation is not delivered within 5
years.

guarantees

» The letter of intent must materialize in the form of an actual guarantee no later than two months after the
@ official announcement of the auction results and the invitation to sign contracts.
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European Hydrogen Bank: object of support and mechanics of the auction

The subject of the auction is a fixed premium for 10 years. For this moment
The EHB does not consider the need to index support to inflation.
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The logic behind the operation of intra-EU auctions

The object of support will be a fixed premium for a period of 10 years, expressed as a specified surcharge in

EUR/kg H2.

The first pilot auction has a budget of €800 million. The price ceiling (i.e., the maximum subsidy) is EUR
4.5/kg H2. In practice, this means that a maximum of 20,000-25,000 t/y of H2 will likely be supported in the
upcoming auction for a period of 10 years.

There are no indexation mechanisms, including to inflation.

The support awarded to auction winners will be paid for 10 years in tranches every six months.

A single auction is to be held, with no division into "baskets,"” where the only criterion for selecting bids will
be price - i.e. the proposed amount of support (the projects with the lowest expected premium win).

Each participant will declare the averaged annual volume of hydrogen for 10 years and the expected premium.
One bid cannot be calculated to support more than 1/3 of the budget of the entire auction.

Ultimately, i.e. after the base budget of the auction (allocated from the Innovation Fund) has been exhausted,
projects will be able to receive support in a second round, based on the additional budgets of individual
member states.

» If a project from country X was not competitive enough to receive support in the pan-Union round, it will
still be able to receive support in round two, as long as the budget allocated by country X allows.



Auctions for manufacturers inside the EU

The EHB pilot auction will only include a pool of
"pan-European” with funding from the Innovation Fund....

Logic of functioning of intra-EU auctions (the course of a hypothetical auction - example

. . Course of the
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A hypothetical auction involves a group of
RFNBO generators from different EU
member states competing on the

expected premium.
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The Innovation Fund's budget allows it to
support only a few of the cheapest projects.
The others may eventually receive support

from national budgets, if allocated.




Auctions for manufacturers inside the EU

... although ultimately individual countries are to be able
to allocate their own "budgets"” at the disposal of indigenous
companies.

. . Course of the auction
Projects applying for support

(RFNBO manufacturers)

Round Il - Member States' budgets
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A hypothetical auction involves a group of
RFNBO generators from different EU
member states competing on the
expected premium.
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In the second round, projects are already
competing only with others from the same
country, within "their own" national
budgets.



Key findings

At this point, the EHB does not assume indexation to
No indexation to inflation. inflation, which raises risks for investors. Expect a lot

of industry pressure for this element to be changed.

The rules of operation of the EHB, as well as the content

itself

Necessary choice
between EHB and
other support
systems

The RED delegated acts make it forbidden to
accumulate public support. H2 developers will have
to determine at the outset the model they want to

implement the project.

In order to participate in the auction, a
hydrogen generator will have to
demonstrate initial

"Demand" for power purchase agreements. Those
letters of intent at developers who do not have their own
PPA will increase RES will actively seek preliminary

agreements to compete in auctions.

The lack of division into baskets, as well as the
multiplicity of procedural requirements, make
the mechanism dedicated to large companies
and larger rather than smaller manufacturing
projects. Rather, smaller players will benefit
from a possible separate, national mechanism.

Preferred strong
entities and
major projects

Due to differing geographies, projects from some countries
EHB system favors projects (e.g., Spain) may be more competitively priced than others.
From selected countries This will result in an uneven distribution of funds in the EHB

auction.
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