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Introduction

On December 4-5, 2024, the U.S. Department of Energy hosted a series of
Deploy Dialogue workshops at the second annual Demonstrate, Deploy,
Decarbonize conference (Deploy24) in Washington, D.C.

The Deploy Dialogues were launched as part of Deploy23 in September 2023.
Deploy Dialogues aim to provide an independent platform to further
discussions around current and potential future Pathways to Commercial
Liftoff reports and sectors, in ultimate service of accelerating deployment of
clean energy projects. The workshop brought together senior leaders from
industry (e.g., hydrogen producers and transporters), the broader ecosystem
(e.g. investors and fleet operators), and government (e.g., DOE and federal
interagency partners) to discuss barriers to and solutions for deploying
demand-pull measures for clean hydrogen commercialization in the United
States. Dialogue outputs inform DOE’s understanding of clean energy markets
and the mechanisms by which DOE can drive DOE can drive project funding
applications to its offices.

This report summarizes the Deploy Dialogue session topic “Demand-pull
Measures for Clean Hydrogen Commercialization.” It is not a verbatim
transcript, but rather a comprehensive summary of topics and ideas
discussed in the session. Dialogues were not designed to result in consensus
opinions, and none were formed during the Dialogues.

* This report summarizes comments made by a variety of participants, and does not
reflect or imply an endorsement by DOE of any of the ideas shared within.
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Demand-pull Measures for
Clean Hydrogen
Commercialization

Bankable demand for clean hydrogen has proven a key barrier for the
industry. Production projects have the cost profile and capital intensity of O&G
or renewables projects, but lack the mature liquid markets or bankable long#
term, fixed price purchase arrangements that make those projects work in
O&G and renewables respectively.

Many governments, including the U.S. Government, have recognized and are
attempting to address this issue. In this session, market participants
discussed the U.S. Department of Energy’s (DOE) proposed demand-side
support program, the results of the program’s Design Phase, and the specifics
of the demand issue for clean hydrogen.

DOE and the Hydrogen Demand Initiative (H2DI) consortium previewed the
draft demand-side mechanism it has designed—the “Joint Offtaker/Producer
Auction” or (JOPA)—to address this problem for key DOE Hydrogen Hub
projects and used the session to gather feedback from participants.

Key Themes from Dialogue

Pay-for-outcomes, demand-side incentives for clean
hydrogen have high potential to unlock deployment

Stakeholders were broadly supportive of demand-side incentives for clean
hydrogen as a complement to other clean hydrogen support and were
encouraged by the specifics of the draft mechanism design discussed at the

* This report summarizes comments made by a variety of participants, and does not
reflect or imply an endorsement by DOE of any of the ideas shared within.
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session. Participants raised several potential marginal improvements and
requested clarification on certain issues.

The ecosystem could be ready to participate in a
demand-side program as soon as 2025

Developers expressed a strong sentiment that the demand-side mechanism
should be launched as soon as possible once the industry has clarity on the
45V tax credit guidance. Stakeholders estimated that clarity and consensus
among investors might take 3-6 months after the release of the guidance.
(Note, 45V guidance was released by the U.S. Treasury in early January 2025.)
Developers and stakeholders noted that a near-term launch of the auction
would drive market activity and build momentum for the industry in the wake
of final 45V guidance. Several participants indicated that they would be ready
to bid in imminently if the auction were released.

A well-calibrated completion guarantee can ensure
support for viable projects

Participants discussed adopting a “ratchet up, ratchet down" approach to the
amount allocated for a completion guarantee for projects that receive
demand-side support. Under this structure, projects would fund a portion of
the completion guarantee upon successfully competing for the mechanism
and would have to further fund the completion guarantee to a higher level at
the project’s Final Investment Decision (FID). At the Commercial Operations
Date (COD), a portion of the completion guarantee would be released to the
project sponsor with the remaining returned to them after a given period of
successful operations.

Balancing a mechanistic auction process with sufficient
diligence to confirm project viability will be crucial

Stakeholders agreed that the demand-side mechanism should be allocated
by a transparent, auction-like competition with clear rules on eligibility and

* This report summarizes comments made by a variety of participants, and does not
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competition on easily ascertainable metrics. (e.g. price per kilogram needed
to reach financial viability) However, some stakeholders suggested
evaluating the expertise and experience of project management teams (e.g.,
through previous project awards or a demonstrated track record of delivering
large-scale projects, a history of successfully handling similar projects) was
critical to minimizing risk and ensuring timely execution. Additionally, ensuring
that the financial standing of applicants is sufficient to meet the capital
demands of project delivery to de-risk projects and attract co-investment
was noted as an important factor for program design.

Desire for clarity on how treatment of hydrogen
derivatives and partial offtake requirements

Stakeholders asked for more clarity on how the auction mechanism will
support both hydrogen and its derivatives (e.g., ammonia, methanol) to
ensure applicability across diverse industries. Currently the program
envisions having all bidders normalize their bids for support on a $/kg of
clean hydrogen sold basis. Stakeholders also had questions on how they
might be able to compete for support in the event they have several different
offtakers or have offtakers who collectively contract for less than 100% of
expected facility output.

Coordination with the Hubs

Participants discussed ensuring that the auction mechanism’s launch
coincided with the development and readiness of a critical mass of individual
projects at DOE Regional Clean Hydrogen Hubs and ensuring hubs are
adequately prepared such that participation is sufficient for robust
competition in the process.

* This report summarizes comments made by a variety of participants, and does not
reflect or imply an endorsement by DOE of any of the ideas shared within.
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Publishing actionable insights from supported projects is
critical

Stakeholders emphasized the importance of the demand-side program
leading to positive benefits far beyond the limited number of projects the
program can directly financially support. In particular, they focused on
actionable data that the program can publish related to supported projects.
This could include projected and achieved:

- Operational and performance metrics

- Emissions intensity

- Infrastructure and logistics

- Cost and price information
Some stakeholders emphasized the need to publish this data in such a way
that it does not disclose supported projects’ competitively important
confidential business information.

* This report summarizes comments made by a variety of participants, and does not
reflect or imply an endorsement by DOE of any of the ideas shared within.
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