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The European Union (“EU”)  has announced p lans for  a pi lo t  EU

auct ion which aims to boos t  renewable hydrogen product ion in

the union.  The pi lo t  i s  par t  o f  the EU’s  broader Hydrogen

Stra tegy – under which green hydrogen has been c i ted as a key

pr ior i ty  for  the EU to achieve the European Green Deal  and he lp

Europe’s  c lean energy t rans i t ion.

THE  P I LOT

The European Commission has announced that, this autumn (2023), it will launch an

auc�on which will support renewable hydrogen produc�on within the EU, in a move which has been compared to the US

produc�on tax credit under the Infla�on Reduc�on Act.

The scheme will offer auc�on winners a fixed premium for every kilogram of renewable hydrogen produced over the next ten

years, in a bid to cover the extra cost for consumers in buying renewable hydrogen instead of non-renewable hydrogen or

natural gas, which are tradi�onally cheaper energy sources.

The EU Innova�on Fund has commi�ed an ini�al €800m, with the precise terms and condi�ons of the auc�on expected to be

announced in June.

The scheme will effec�vely act as a subsidy for producers of renewable hydrogen, the benefits of which should include lower

prices for end users and greater innova�on in the renewable hydrogen space.

COMMENTARY

In 2019, the Interna�onal Energy Associa�on produced a report which found that “clean hydrogen is currently enjoying

unprecedented poli�cal and business momentum, with the number of policies and projects around the world expanding rapidly“.

This pilot scheme demonstrates the EU’s commitment to shi�ing towards cleaner fuel sources, and the efficacy of hydrogen as a

means of achieving decarbonisa�on in the region. It is also a signal to the market that hydrogen is here to stay, which will

hopefully give some certainty to supply chains and investors to further develop the market.
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https://www.iea.org/reports/the-future-of-hydrogen
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The success of the scheme is likely to a�ract interest outside of the hydrogen-

produc�on industry, following reports that further similar auc�on processes will

follow. The European Commission has suggested that wind and solar energy are

prospec�ve candidates for similar “compe��ve bidding mechanisms” – meaning the

success of this scheme could have a far-reaching impact on the energy sector across

the EU.

Expanding the range of renewable energy sources eligible for the scheme would

bring the EU further in line with the US produc�on tax credit mechanism, which has been described by the CIO of EDP

Renewables as “one of the most important pieces of industrial legisla�on since FDR’s New Deal“¹.

London Trainee Ellen Mackie also contributed to this ar�cle.

[1] h�ps://www.forbes.com/sites/arielcohen/2023/01/20/congress-pushes-us-energy-transi�on-through-tax-credits—but-will-it-

work/?sh=537fde315193
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DISCLAIMER

Watson Farley & Williams is a sector specialist interna�onal law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide prac�cal, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated en��es. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualifica�on in WFW
Affiliated En��es. A list of members of Watson Farley & Williams LLP and their professional qualifica�ons is open to inspec�on on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number OC312252. It is authorised and regulated by
the Solicitors Regula�on Authority and its members are solicitors or registered foreign lawyers.

The informa�on provided in this publica�on (the “Informa�on”) is for general and illustra�ve purposes only and it is not intended to provide advice whether that
advice is financial, legal, accoun�ng, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Informa�on provided is accurate at the �me of publica�on, no representa�on or warranty, express or implied, is made as to the accuracy, �meliness,
completeness, validity or currency of the Informa�on and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permi�ed by law, WFW shall not be liable for indirect or consequen�al loss or damage, including without limita�on any loss or damage
whatsoever arising from any use of this publica�on or the Informa�on.

This publica�on cons�tutes a�orney adver�sing.
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