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Disclaimer

The Industrial Transition Accelerator (ITA) recognises its activities must not be a vehicle for
individuals or organisations to reach unlawful business agreements, exchange competitively sensitive
information, or engage in other aspects of anti-competitive behaviour. Therefore, ITA's policy is to
take appropriate measures to comply with US antitrust laws and foreign competition laws, and the ITA
expects the same from its members when acting on behalf of the ITA or participating in ITA activities.
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Case Study: H2Global's first auction (1/2)

Germany .

First implemented: 2022

H2Global aims to stimulate the market for A first pilot auction has taken place, with

green hydrogen and its derivatives. Through its | results announced in 2024. This focused on
subsidiary, Hintco, H2Global has implemented | procuring hydrogen derivatives from outside
the EU for import into the EU. Future rounds are
being developed with partner countries (such

a double-sided auction with hydrogen
derivative producers and offtakers. This
overcomes mismatches between production as Canada and Australia) and state aid has

costs and willingness to pay, and expectations | been approved by the European Commission

for contract durations. It also enables
production projects to become bankable.

for a future round worth up to € 3bn.
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Stakeholders impacted

Supply Market Failure X

Long-term supply contracts Short term demand contracts
5
s Consortium C&D Auction Intermediary Auction
=]
©

Up to 10-year offtake Supply side auction Concessional Demand side Short term (1 year)
e contracts from ensures GMM buys capital subsidizes auction captures offtake contracts at
g high-creditworthy the most the residual green market increased the market rate as the
3 counterparty makes one competitively premium relative to willingness to pay green market evolves
‘>° or multiple production priced production grey market price for low-emissions over the longer-term
facilities investible of commodity commodity

- N FOAK premium How intermediaries reduce the green premium
J
£
£ Lowest cost of production Residual green premium funded Greatest willingness to
o achieved via auction by concessional capital pay achieved via auction
= N
(]
o .
= Grey market price
=
(2]
o
(@)

Figure adapted from MPP: Unleashing Market Forces to Scale Green Industry (2024)

Applies to: e-methanol, e-ammonia and e-SAF

Impact

« Fertiglobe won the pilot auction for renewable ammonia. It will deliver approximately 400,000
tonnes of ammonia to Europe via the Port of Rotterdam between 2027-2033. The renewable
hydrogen will be produced by Egypt Green Hydrogen. Hintco secured the contract at €1000/
tonne of ammonia with a net production price (excluding transport and import costs) of €810/
tonne. This corresponds to a green hydrogen input cost of less than €4.5/kg.

« When compared with hydrogen production costs based on bid data disclosed via funding
programmes (e.g. the European Hydrogen Bank's first auction) this is significantly cheaper. The
estimated levelised cost of green ammonia in Germany ranges from €1100/tonne to €5100/
tonne with an average price of £€2300/tonne. This is much more expensive than conventional,
grey ammonia, which ranges from €110/tonne to €410/tonne depending on geography.
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Sources: H2Global, EHB

Sources: Ammonia Energy Association: H2Global quadruples funding for low carbon hydrogen and derivatives (2023), Future Bridge — Green Ammonia — an Alternative Fuel, MPP Analysis, Hydrogen Energy Publications (2022)



https://ammoniaenergy.org/articles/fertiglobe-success-in-h2global-pilot-auction-marks-milestone-in-renewable-ammonia-supply-for-eu/
https://climate.ec.europa.eu/eu-action/eu-funding-climate-action/innovation-fund/competitive-bidding_en
https://gmm.missionpossiblepartnership.org/downloads/Mission_Possible_Partnership-24-Unleashing_market_forces_to_scale_green_industry-The_role_of_Green_Market_Makers_PocketsizeBooklet_EN.pdf
https://ammoniaenergy.org/articles/h2global-quadruples-funding-for-low-carbon-hydrogen-and-derivatives/
https://www.futurebridge.com/industry/perspectives-energy/green-ammonia-an-alternative-fuel/

Case Study: H2Global's first auction (2/2)

Key challenges/risks

Sources: Ammonia Energy Association, H2Global

Nascent supply
chains networks

H2Global focuses on hydrogen derivatives that can be
transported more easily than hydrogen itself (e.g. green
ammonia, methanol and e-SAF, which can leverage existing
infrastructure). Nevertheless, access to port infrastructure
has been a challenge for some bidders. Ultimately, all but
one bidder proposed to import derivatives though the
same port (Rotterdam) suggesting potential limitations

on infrastructure elsewhere. Hintco will try to address

this through the contractual arrangements and facilitate
transport in future auctions.

Market uncertainty
with little precedence

Given the nascency of this market, there are still
uncertainties of the demand, supply and pricing that
could hinder potential bidders. As such, H2Global has
focused on providing transparency and information
from its bids as price signals to the market. This
means future bidders/industry players can rely on
this information to make business decisions.

Complexity of
compliance requirements

Overall, the auction process took two years to
conclude and required compliance with extensive
sustainability criteria. This included meeting the EU's
green hydrogen definitions, protection of arid regions,
sustainable land use, and more.

Difficulty securing
e-SAF bids

H2Global's auction allocated funding to separate auctions
for ammonia, methanol and e-SAF. The pilot e-SAF auction
did not result in final offers from bidders, which has been
attributed to two factors:

* Regulatory uncertainty: ambiguity and nuances
regarding whether/how the imported e-SAF would count
towards the targets set under the EU's hydrogen goals

« Contract value: given the high cost and project
development timescales for e-SAF production.



https://ammoniaenergy.org/articles/fertiglobe-success-in-h2global-pilot-auction-marks-milestone-in-renewable-ammonia-supply-for-eu/
https://cdn.sanity.io/files/u4w9plcz/production/3e66aeabe28c5b5c174f49e3a37595f4f73fbeac.pdf
https://ammoniaenergy.org/articles/fertiglobe-success-in-h2global-pilot-auction-marks-milestone-in-renewable-ammonia-supply-for-eu/
https://files.h2-global.de/Market-Ramp-Up-Renewable-Hydrogen-Derivatives-H2Global.pdf

