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REA member briefing on the Hydrogen Investment 

Package 

Following the positive hydrogen related announcements in the Energy Security Strategy 

on the 7th April (see our briefing here), on 8th April BEIS published the Hydrogen 

Investment Package. Following its publication, a few days later, they also released a raft 

of secondary documents to accompany the package. 

The package includes the government responses to the Hydrogen Business Model, Net 

Zero Hydrogen Fund, and Low Carbon Hydrogen Standard, all of which the REA wrote 

responses to.  

BEIS have also confirmed that the Industrial Hydrogen Accelerator, will open for 

applications 25 April (see further details below).  

 

This package is accompanied by the Hydrogen Investor Roadmap, which showcases the 

UK’s hydrogen offer and the scale of the Government’s ambition for the role of the 

hydrogen economy in meeting Net Zero.   

 

Please read on for details briefings of the various documents. 

 

Government response on the design of a business model for low 

carbon hydrogen 

The government response confirms the following:  

• the business model will be applicable to a range of hydrogen production pathways 

to facilitate the growth of the nascent hydrogen economy across the whole of the 

UK. The technologies in scope of each round of allocation to award business model 

support will continue to be guided by the UK Hydrogen Strategy. 

• a contractual, producer-focused business model, will be introduced, applicable to a 

range of hydrogen production pathways and able to facilitate hydrogen use in a 

broad range of sectors. 

• this will be a variable premium price support model where the subsidy is the 

difference between a ‘strike price’ reflecting the cost of producing hydrogen and a 

‘reference price’ reflecting the market value of hydrogen (similar to the renewable 

power CfD). 

• the reference price will be based on the producer’s achieved sales price, with a floor 

at the natural gas price, and a contractual mechanism to incentivise the producer to 

increase the sales price (an amount linked to the increment by which the sales price 

exceeds the floor price for each unit of hydrogen sold). A market benchmark price 

will be integrated into the reference price at the earliest opportunity for future 

projects.  

https://www.gov.uk/government/publications/british-energy-security-strategy
https://www.r-e-a.net/resources/rea-members-briefing-british-energy-security-strategy/
https://mailchi.mp/r-e-a.net/quick-hydrogen-update
https://mailchi.mp/r-e-a.net/quick-hydrogen-update
https://url6.mailanyone.net/v1/?m=1nclGT-0002qi-5T&i=57e1b682&c=1OX5hp8glwoUxOQ6-AugbWR6gMFDmmLVdAmp9dP2dR8aUMak6LKGXhrF0K52H5f_xUq1ylR8_m7ZL_o53q5FUfKc9zbDSR6bnhWaiGAbxvAYlhcLwDmnGrttJ7v9AwdQipXgvkMedo4iGVdk9Hb-NX49YouPuhnIXj_3AVU-cXWIV_lSkWdowUU02RdZAcbsnDmzmDE153epBZWXsnzCCVCKURvaifFdvOTYVCiIa4X9f1DLMOrm1G1F_7AS3LzvHIlIeDKLfNvmgb6cw0mfx1m97OvZJawMhtXYU1uRMWk&utm_source=REA+Member+List+%E2%80%93+GDPR+compliant&utm_campaign=4afcb15baa-EMAIL_CAMPAIGN_2019_10_25_09_23_COPY_01&utm_medium=email&utm_term=0_60f97b574c-4afcb15baa-
https://url6.mailanyone.net/v1/?m=1nclGT-0002qi-5T&i=57e1b682&c=ITlRdxF8l43A1Tkf0ISg3Q-b3tcjNob_3gVpHslnujbbuXUdU0vEpJmulsWwo4pEaofKG76DvAHlDS7B7Bu7cBm5RLJNepZCyrhldf7_xVq3OFTy-kKi6lTOW5cKkCDon3-QTOUii8Qf4M3Qu58ILenPfk3bNIju9UyrX7TAaSYX0t3irw58VD-OcSlQ-xkw5wnQhr_19L5KEQnc8ZsTxraBm4YEXQOZi8LfIz2cPsXBWePjpNM0A9XgbHC28iHKTjYIphgskji2fckOVUmNqg&utm_source=REA+Member+List+%E2%80%93+GDPR+compliant&utm_campaign=4afcb15baa-EMAIL_CAMPAIGN_2019_10_25_09_23_COPY_01&utm_medium=email&utm_term=0_60f97b574c-4afcb15baa-
https://url6.mailanyone.net/v1/?m=1nclGT-0002qi-5T&i=57e1b682&c=ITlRdxF8l43A1Tkf0ISg3Q-b3tcjNob_3gVpHslnujbbuXUdU0vEpJmulsWwo4pEaofKG76DvAHlDS7B7Bu7cBm5RLJNepZCyrhldf7_xVq3OFTy-kKi6lTOW5cKkCDon3-QTOUii8Qf4M3Qu58ILenPfk3bNIju9UyrX7TAaSYX0t3irw58VD-OcSlQ-xkw5wnQhr_19L5KEQnc8ZsTxraBm4YEXQOZi8LfIz2cPsXBWePjpNM0A9XgbHC28iHKTjYIphgskji2fckOVUmNqg&utm_source=REA+Member+List+%E2%80%93+GDPR+compliant&utm_campaign=4afcb15baa-EMAIL_CAMPAIGN_2019_10_25_09_23_COPY_01&utm_medium=email&utm_term=0_60f97b574c-4afcb15baa-
https://url6.mailanyone.net/v1/?m=1nclGT-0002qi-5T&i=57e1b682&c=8YIMxiuGmo_hvI0iCgwZdVA2K18zaAdeVCZMlG-icYPInLVGOXMh6It4mVzW8r35Oni1eC7YX1Wb4Nbej3WpS94zpm7xrLQiIBNe2oxnaO7JaTuIUHKExdD_5ws9H4zwisoO-ZVgLcFpRkycKtLcmOWAZe-aclIpBiOaJLcyU2glgt2pyaBOJs36KQqFbmjbhtrHjDokmYCLe_PAe2VslLf7dy6jqHFQXdn8HtKPsMQIaMxafKLF36tmlO8yYY1U2sb0MEHioo56UQMJvhPQ5x1i1z12rHLiDDCoXwgUAoE&utm_source=REA+Member+List+%E2%80%93+GDPR+compliant&utm_campaign=4afcb15baa-EMAIL_CAMPAIGN_2019_10_25_09_23_COPY_01&utm_medium=email&utm_term=0_60f97b574c-4afcb15baa-
https://www.r-e-a.net/resources/rea-hydrogen-strategy-consultations-responses/?utm_source=REA+Member+List+%E2%80%93+GDPR+compliant&utm_campaign=4afcb15baa-EMAIL_CAMPAIGN_2019_10_25_09_23_COPY_01&utm_medium=email&utm_term=0_60f97b574c-4afcb15baa-
https://www.r-e-a.net/resources/rea-hydrogen-strategy-consultations-responses/?utm_source=REA+Member+List+%E2%80%93+GDPR+compliant&utm_campaign=4afcb15baa-EMAIL_CAMPAIGN_2019_10_25_09_23_COPY_01&utm_medium=email&utm_term=0_60f97b574c-4afcb15baa-
https://url6.mailanyone.net/v1/?m=1nclGT-0002qi-5T&i=57e1b682&c=X_4q2ncrDan9g_icwIV35vnm9REl2bEyL7ckA1UksLrJ1xUycxSv4VbWkFGXqgCrplfeIrA1e8dIYwOjV9fhWrR72JwZAtgFPODtLOrpEOWyGro-BPEH9Z4nh8NqNRq8802BPvAfDcsPSrbKpa7wsh_VBVyVZs4VKurTUBFnlABu7DPfm93ctg7yAwLWYTfgInT34SaNws_IM4oELMce_Wi4lH6-eQqXDegmBULwN7OOB37kOBdCzDC_b0Y3B0CCo1PLPM_-NTyDslD7EaDbaV6xxrMevdd-6gVcVeHwuoY&utm_source=REA+Member+List+%E2%80%93+GDPR+compliant&utm_campaign=4afcb15baa-EMAIL_CAMPAIGN_2019_10_25_09_23_COPY_01&utm_medium=email&utm_term=0_60f97b574c-4afcb15baa-
https://url6.mailanyone.net/v1/?m=1nclGT-0002qi-5T&i=57e1b682&c=NvjRlkUDuBJ931bBSJCWGtpqyY318aXq1bQ9xTJbIZoIwbRN2pBArp7Y8_b1aUcqQzasyeJGSp1PDXvQdiPNwBmWxv3ZXorC998zxHAHpMaZwGf8Iu1GY-FMNzB4ntvrUXq_TmP5cLrFnLiYMZsb8-4rAreu3hBHXxGbQpbJpi8hGiWFC5VUGC1taeJKYLMC_DYhSm9Chvk88GHKnD2WvCEhTmbWMG2zx53xOA371eXsQI_gnz6rFhbcx_RfZjvXGRUjiTaL9IzvhyAR4Xyl8xunVoUBh9ZRV2ck3eFGr-o&utm_source=REA+Member+List+%E2%80%93+GDPR+compliant&utm_campaign=4afcb15baa-EMAIL_CAMPAIGN_2019_10_25_09_23_COPY_01&utm_medium=email&utm_term=0_60f97b574c-4afcb15baa-
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1067504/low-carbon-hydrogen-business-model-government-response.pdf
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• volume support will be provided via a sliding scale in which the strike price (and 

therefore subsidy) is higher on a per unit basis if hydrogen offtake falls.  

• small-scale hydrogen transport and storage costs will be supported through the 

business model where necessary, taking into account affordability and value for 

money 

• The contract will be a 10-15 years contact (tbc).  

• a levy will be introduced to fund the business model from 2025 at the latest, subject 

to consultation and legislation, with the first electrolytic projects being funded 

through general taxation if they are operational before the levy is in force. 

• The Government aims to finalise the hydrogen business model in 2022, and to 

allocate the first support contracts for projects reaching final investment decisions 

from 2023. BEIS have confirmed the first allocation round will be for electrolytic 

projects only.  

Small scale 

Disappointingly, BEIS do not see a compelling case for introducing a separate scheme 

for smaller scale projects, though they said they will continue to develop their proposed 

model so that it can work across different project scales and technologies. The 

minimum confirmed threshold for eligibility under the business model is 5 MW.   

Price indexation 

BEIS will consider different approaches for different technologies within the overall 

model design, for example on strike price indexation, as well as running separate 

allocation processes. CPI inflation linked for electrolytic projects and CPI plus natural 

gas price linked for CCUS-enabled projects.  

Increasing volumes / expansions  

BEIS are considering the case for producers to increase the volume of hydrogen 

produced within an existing plant above any level defined in their contract. Building a 

new plant or a new module would not be subsidised under the existing contract and 

would require application to a new allocation process. 

Competitive auction 

Allocation will be initially done via bilateral agreements, but government’s ambition is to 

move to price competitive allocation by 2025 as soon as legislation and market 

conditions allow. 

Grey hydrogen producer and hydrogen as a by-product  

Existing producers of hydrogen looking to retrofit using CCUS technology will not be 

eligible for support through the hydrogen business model but may be eligible to apply 

for support through the ICC business model.  
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BEIS do not intend to support new build industrial facilities generating hydrogen as a 

by-product through the hydrogen business model. 

Specific offtakes  

BEIS have set out the following proposals for some specific offtake cases, subject to 

compliance with subsidy control and other public law principles:  

• Own consumption: allowing business model subsidy where the producer and 

user are the same entity. BEIS are considering options for model design to 

accommodate this.  

• Intermediaries: BEIS are considering any potential challenges to the business 

model created by sales to intermediaries.  

• Blending hydrogen into the gas grid: BEIS are considering whether and how to 

support blending through the business model to achieve the intended role of 

blending as a demand-sink for hydrogen producers. Given the timescales for 

wider policy decisions on blending, they are not planning to include support for 

blending hydrogen into the gas grid in the initial business model contracts but 

they will consider a contractual reopener, which could enable support for 

blended volumes in future.  

• Exports: exports of hydrogen would be permitted for projects benefitting from 

business model support, but the specific volumes exported would not be eligible 

for support payments. 

• No exclusion from the business model support for sales of hydrogen to 

feedstock users  

 

Business Model Heads of Terms  

Alongside the government response BEIS have published high level, indicative Heads of 

Terms for the Low Carbon Hydrogen Agreement (the business model contract). This 

sets out further detail on key elements of business model design, including the 

payment mechanism. Like in the renewable power CfD, projects will need to meet initial 

and operational conditions precedent and milestone delivery targets and they can be 

terminated if not operational by an agreed ‘Long-stop date’.  

 

Market engagement on electrolytic allocation consultation 

They have also issued a market engagement document which sets out a proposed 

approach to a joint Hydrogen Business Model and Net Zero Hydrogen Fund allocation 

process for electrolytic hydrogen projects. The deadline for providing comments on the 

proposal is 6th May.  

• BEIS is consulting on a joint Hydrogen Business Model (HBM) and Net Zero 

Hydrogen Fund (NZHF) allocation process for electrolytic hydrogen projects.  

• BEIS recognise that projects are likely to see a HBM as the main factor driving 

decisions towards Final Investment Decision but expect that projects may also 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1067365/indicative-heads-of-terms-for-the-low-carbon-hydrogen-business-model.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1067365/indicative-heads-of-terms-for-the-low-carbon-hydrogen-business-model.pdf
https://www.gov.uk/government/consultations/hydrogen-business-model-and-net-zero-hydrogen-fund-market-engagement-on-electrolytic-allocation
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1067159/hydrogen-business-model-net-zero-hydrogen-fund-market-engagement-electrolytic-allocation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1067159/hydrogen-business-model-net-zero-hydrogen-fund-market-engagement-electrolytic-allocation.pdf
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need or enjoy NZHF capital co-funding to lower upfront costs and risks. This 

could result in a project requiring less HBM support overall.  

• As such, a common theme raised by consultation replies was the importance of 

an integrated HBM and NZHF application process. 

• For the HBM/NZHF electrolytic allocation round, BEIS are proposing that 

potential projects can either apply for HBM revenue support only, or joint HBM 

revenue support and CAPEX support through the NZHF.  

• BEIS encourages projects to consider applying for NZHF CAPEX support 

alongside HBM. 

• Projects successful at assessment in the 2022 HBM/ NZHF electrolytic allocation 

round will receive:  

o Ongoing contractual revenue support via the HBM. This is expected to 

provide price support through a variable premium model.  

o Where relevant, an offer of capital grant support through the NZHF to 

help overcome high upfront costs and risk. BEIS proposes this could be 

up to 20% co-funding support, although this number is subject to change.  

• Projects who wish to receive CAPEX support as well as HBM support will need to 

state this in their applications.  

 

Government response to the Low Carbon Hydrogen Standard 

Consultation  

Government has published the response to the low-carbon hydrogen consultation as 

well as the  UK Low Carbon Hydrogen Standard (‘the standard’) which is Guidance on 

the greenhouse gas emissions calculation and sustainability criteria. This defines ‘low 

carbon hydrogen’ at the point of production. Annexes to the standard have also been 

published and include important detail on the GHG methodology. The Data Annex can 

also be read here.  

We have included below some key features of the standard, but please note this is not 

comprehensive and there is much more detail in the standard and the government 

response.  

 

One label  

The standard will include one label that defines ‘low carbon hydrogen’.  

Grandfathering  

BEIS propose to review the standard where required, to coincide with future funding 

rounds, but have said they would not expect future changes to the standard to apply 

retrospectively to contract that have already been awarded.  

 

 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1067391/uk-low-carbon-hydrogen-standard-government-response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1067392/low-carbon-hydrogen-standard-guidance.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1067392/low-carbon-hydrogen-standard-guidance.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1067393/low-carbon-hydrogen-standard-guidance-annexes.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1067394/low-carbon-hydrogen-standard-guidance-data-tables.pdf
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Certification  

BEIS will be setting up a hydrogen certification scheme by 2025 to underpin deployment 

of low carbon hydrogen and support future international trade.  

Additionality 

A key positive point to highlight is that BEIS will not be adopting an additionality 

requirement for hydrogen production to meet the standard at this time as this could 

constrain deployment of electrolytic hydrogen production in the 2020s. This in line with 

our position submitted to Government.   

They propose a proportionate approach to incentivise hydrogen producers to meet 

these through allocation of HBM and NZHF support. Projects that meet additionality 

principles will improve their score when applying through these schemes.  

BEIS have also said they will not require additionality conditions to be met for 

biomethane inputs to prove compliance with the standard, but they may seek to 

incentivise additionality for biomethane inputs through the allocation of government 

support. 

Threshold and methodology and system boundary  

The standard will be set at the point of production, covering upstream emissions from 

the feedstock, such as natural gas, input materials and emissions from the production 

process.  

Hydrogen producers proving compliance with the standard are required to:  

● Meet a GHG emissions intensity of 20gCO2e/MJLHV of produced hydrogen or less 

for the hydrogen to be considered low carbon.  

● Calculate their GHG emissions up to the ‘point of production’, accounting for the 

following emissions components: 

o 𝐸T = 𝐸feedstock supply + 𝐸energy supply + 𝐸input materials + 𝐸process+ 

𝐸fugitive non-CO2 + 𝐸CCS process and infrastructure – 𝐸CO2 sequestration + 

𝐸compression and purification  

● Account for the emissions associated with meeting a theoretical minimum pressure 

level of 3MPa and a theoretical minimum purity of 99.9% by volume 

● Include emissions associated with capture, compression, transport, and storage of 

CO2. 

● Set out a risk mitigation plan for fugitive hydrogen emission. 

● There are further requirements for the use of biogenic inputs (p.27). 

Trajectory  

BEIS expect to tighten the standard over time, in line with government’s trajectory to net 

zero. However, given that there is very little low carbon hydrogen currently in 

production in the UK (less than 5MW), they will need time to understand how the 

https://www.r-e-a.net/resources/rea-re-iterates-to-beis-its-position-on-additionality-requirements-for-hydrogen/
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standard will work in practice as the market develops and therefore do not propose 

setting out the trajectory for the threshold at this stage.  

Electricity inputs  

The standard will define three technical requirements for low carbon electricity input 

that must be met by hydrogen producers seeking to demonstrate compliance with the 

standard:  

● Energy attribute information – to demonstrate exclusive ownership of the 

attributes of the low carbon electricity used.  

● Low carbon electricity generation attributes – to prove links to low carbon 

electricity input – e.g. the hydrogen production facility has entered into a Power 

Purchase Agreement, has purchased low carbon wholesale electricity or has 

other contractual information to prove links to the electricity attributes of the 

low carbon source.  

● Temporal correlation – to prove time-based links between generation and 

hydrogen production consumption. 

A range of production pathways will be permitted under the standard if producers can 

provide clear evidence of meeting the technical requirements for low carbon electricity 

input. This includes allowing the use of averaging of different electricity inputs, for 

example grid imported electricity consignments with low carbon electricity 

consignments, on a monthly basis. This approach will provide flexibility in how the 

standard is met, whilst maintaining the integrity of the standard threshold. 

To ensure accurate reporting of GHG intensity of hydrogen produced using electricity, 

all electricity inputs will be measured as discrete consignments over 30-minute 

electricity settlement periods, and any use of grid imported electricity will need to be 

measured using real time national grid average carbon intensity data, matched to time 

of hydrogen production. 

For electrolytic hydrogen producers using a mixture of electricity inputs (e.g. wholesale 

grid imported electricity and direct connected low carbon generation), the standard will 

permit the use of either: i) discrete consignments from a single measurable input; or ii) 

averaged consignments based on the average of multiple discrete consignments 

(allowed once in a calendar month provided within the standard threshold). Further 

detail is provided in the standard guidance document.  

Excerpts from the standard:  

Off-grid generation (via physically linked renewable or low carbon electricity 

generation): Where evidence can be provided electricity used for hydrogen production 

is off-grid (e.g. using on-site physically linked renewable or low carbon electricity 

generation) and consumed in the hydrogen production process, then the emissions 

would be any scope 1 emissions resulting from generating that electricity. Following the 

product system boundaries, Scope 1 emissions from electricity use are considered to be 

zero if off-grid on-site renewable electricity is used.  
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Grid connected low carbon electricity via contractual link (such as PPA or wholesale 

procurement): Where evidence can be provided renewable or nuclear electricity has 

been used for hydrogen production and the grid has only been used to transmit 

renewable or nuclear electricity with no further import, the emissions are assumed to 

be the actual emissions of the low carbon generation source in real time. Where the 

grid is used to transmit electricity, evidence will need to be provided that transmission 

and distribution losses have been considered in emissions calculations.  

Grid imported electricity: Grid imported emissions can be calculated using actual 

national grid average GHG intensity data per 30-minute settlement period. This figure 

should include the combustion emissions of generation on the UK grid, and 

transmission and distribution losses from generation to use. Upstream emissions of UK 

generation plants are not included due to a lack of time resolved upstream emissions 

data.  

All electricity inputs shall have a discrete consignment size of 30 minutes. Real time 

tracking of generation and consumption (temporal correlation) is required across all 30-

minute consignments.   

Different types of discrete consignment will need to track carbon intensities in different 

ways:  

• Off-grid physical links must provide generation data matched to hydrogen 

production consumption per 30 mins.  

• Direct or sleeved PPA must provide generation data matched to hydrogen 

production consumption per 30 mins (accounting for all transmission and 

distribution losses).  

• Wholesale grid import must provide actual carbon intensity data per 30 minutes 

matched to consumption for hydrogen production (accounting for all 

transmission and distribution losses) using data provided by NGESO.  

• Where a mix of renewable, low carbon electricity and/or grid import are used 

this should be separated into individual discrete consignments within the 30-

minute period with the % of each input clearly matched to hydrogen output 

volumes (and with all transmission and distribution losses factored in). (example 

for mixed consignments provided in the standard).  

Consignment approach  

The standard will allow both discrete and averaged of consignments.  

Embodies emissions 

The standard will not account for embodied emissions, although BEIS may consider 

their inclusion in the future.  

Biomass sustainability  

The use of biomass will be subject to additional sustainability criteria under the 

standard, which is consistent with the requirements of the Renewable Transport Fuel 

Obligation (RTFO). In addition, the standard requires that at least 50% of hydrogen (by 
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energy content) from biogenic feedstocks is produced using wastes or residues, in line 

with the requirements of the Green Gas Support Scheme (GGSS). 

Further detail can be read in the consultation response and the standard.  

Accounting for waste fossil feedstocks  

When accounting for emissions, the standard will not consider fossil waste feedstocks 

with counterfactuals at this stage. This means that these feedstocks will not be treated 

differently from other fossil-based inputs, such as oil or natural gas, when conducting 

emissions calculations. BEIS will keep this under review and update as necessary 

dependent on further evidence, analysis, and cross-government work on GHG 

accounting for waste-based fuels.  

GWP  

The standard will not include a Global Warming Potential (GWP) factor for fugitive 

emissions associated with hydrogen production although this will be included at a 

future review point once data has been gathered.  

Materiality threshold  

The standard will not set a materiality threshold – all emissions will need to be 

considered.  

Carbon capture and Utilisation (CCU) 

CCU will not be given carbon reduction credits under the standard.  

Negative emissions  

Negative emissions will be accounted for and reported under the standard, provided 

they are genuine and associated directly with the hydrogen production process.  

Chain of custody 

Chain of custody requirements will not be required as the system boundary is at the 

point of production. This may be included in the future certification scheme.  

Hydrogen emissions calculator (HEC) 

Since the publication of the Hydrogen Investment Package, BEIS has released a 

calculator developed by E4Tech that can be used to calculate the greenhouse gas 

emissions associated with a prospective hydrogen production facility and determine its 

likely compliance with the Low Carbon Hydrogen Standard. 

BEIS have said that you do not need to use the calculator for Strand 1 of the NZHF, but 

it is necessary if you are applying to Strand 2. For the remaining strands of the NZHF 

https://www.gov.uk/government/publications/uk-low-carbon-hydrogen-standard-emissions-reporting-and-sustainability-criteria?utm_medium=email&utm_campaign=govuk-notifications-topic&utm_source=73ddf283-7e93-42db-ac11-ba6dec375eb3&utm_content=daily
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and future allocations of the hydrogen business model, the appropriate scheme 

guidance will confirm how the calculator should be used. 

 

Government response to Net Zero Hydrogen Fund  

The response can be downloaded here.  

The Net Zero Hydrogen Fund (NZHF) is confirmed to be worth up to £240 million and be 

delivered between 2022 and 2025. In setting out the Eligibility criteria, BEIS state they 

have designed the fund to support all forms of hydrogen production, including 

biohydrogen and from nuclear energy.  

The final competition brief documents for the NZHF are expected to be published on 

the 19thApril 2022, by the UKRI. These will set out the assessment process for the first 

funding wave, finalised eligibility criteria and what is required of applicants.  

The Government response confirms the approach to splitting the fund into four 

strands, focused on different levels of project readiness. Following feedback within the 

consultation, additional amendments have been made to the four strands, these are 

outlined below.  

 

Strands 1 and 2 

• Strand 1: Development Expenditure (DEVEX) for Front End Engineering Design 

(FEED) studies and post FEED costs.  

• Strand 2: Capital Expenditure (CAPEX) for projects that do not require revenue 

support through the hydrogen Business Model.  

The government response confirms:  

• The first funding window will open in April 2022, with plans for a further funding 

window in 2023/24.  

• Funding for Strand 1 must be spent by Q1 2024 and Stand 2 by Q1 2025, as such 

projects with long deployment timelines, are encouraged to apply as soon as 

possible to fit these timelines.  

• The response confirms that funding will take the form of grants, co-funded with 

private sector funding for both strands 1 & 2.  

• Hydrogen production projects will be able to apply for co-funding through strand 1 

if they require support with DEVEX costs for FEED and post-FEED costs. Where 

appropriate, support will also be available for FEED and post-FEED costs for 

associated on-site transport and storage (T&S) infrastructure. 

• Projects applying to strand 1 will be able to bid up to 50% of their total eligible 

costs and applicants will be expected to evidence that their bid represents the 

minimum funding necessary 

• Capital co-funding will be available through strand 2 for hydrogen production 

projects that do not require the Hydrogen business model to take a final 

investment decision (FID).  

https://www.gov.uk/government/consultations/designing-the-net-zero-hydrogen-fund
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• Strand 2 will support multiple hydrogen production technologies, including 

biohydrogen which was well represented in responses to the consultation.  

• Projects applying to strand 2 will be able to bid up to 30% of their total eligible 

costs and applicants will be expected to evidence that their bid represents the 

minimum funding necessary. 

Eligibility criteria, which will be set out later in April by the UKRI, will ensure projects: 

• Produce new low carbon hydrogen as defined by the Low Carbon Hydrogen 

Standard 

• Are based in the UK 

• Use a core technology that has a Technology readiness level (TRL) of 7 or above. 

• Have at least one agreed offtaker for strand 2 (CAPEX) or demonstrated demand for 

hydrogen for strand 1 (DEVEX). 

• Are able to demonstrate they have the required private sector financial backing and 

can begin FEED 

 

Projects applying for strands 1 and 2 will be assessed against seven criteria: 

• Deliverability 

• Risk 

• Project governance and stakeholder management 

• Emissions and wider environmental impacts 

• Commercial 

• Economic benefits and project significance 

• Hydrogen market development and knowledge sharing 

 

Strand 3 

• Strand 3: Capex for non-Carbon Capture, usage and Storage (CCUS) enabled 

projects that also require revenue support through hydrogen specific business 

model.  

• The consultation confirms an additional market engagement exercise from Strand 

3, setting out a proposed approach for a joint hydrogen business model and net 

zero hydrogen fund allocation process. This was published alongside the NZHF 

consultation response.  

• The engagement exercise proposes that the first allocation round for round 3, will 

be limited to electrolytic projects only.  

• Strand 3 is expected to open in late June/early July 2022, following the market 

engagement exercise. 

 

Strand 4 

• Strand 4: CAPEX for CCUS-enabled projects that require revenue support through 

the hydrogen business model 

• The government intend to run an expression of interest stage in summer 2022 for 

projects shortlisted through the phase-2 CCUS Cluster Sequencing Process. 
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Budgets 

• Strands 1 & 2 will receive £90mn, spread across both strands, with majority 

expected to go to strand 2 as government are keen to focus on actual deployment. 

• The remainder of the fund (£150mn) is expected to be shared between strands 3 

and 4, although BEIS has reserved the right to revise budget allocations as the fund 

evolves over time. The response also indicates that that further funding may be 

made available beyond 2025, with a total quantum of funding of £500mn between 

2022-2030, although this is all subject to ongoing review.  

• The Government response also confirms that NZHF will be delivered on a UK-wide 

basis. However, notes, that is any applicants or awards are in scope of Article 10 of 

the Northern Ireland Protocol, EU state aid rules will apply.  

 

Further documents published since the 8thApril 

Atmospheric implications of increased hydrogen use 

 

Research into the atmospheric impacts of fugitive hydrogen emissions in a future UK 

hydrogen economy.  

 

Fugitive hydrogen emissions in a future hydrogen economy 

 

Research into the potential for fugitive hydrogen emissions in a future UK hydrogen 

economy.  

 

Facilitating a grid conversion hydrogen heating trial Government response 

 

Response to consultation on legislative changes to enable the delivery of a hydrogen 

grid conversion trial.   

 

Industrial Hydrogen Accelerator  

● The Industrial Hydrogen Accelerator (IHA) competition will support projects 

generating evidence on end-to-end industrial fuel switching to hydrogen. It will cover 

the full technology chain, including the integration of the components in a single 

project. 

● The competition will fund demonstrations and, where needed, feasibility studies: 

○ The feasibility studies will explore how systems could be designed. 

○ The demonstration projects will construct end-to-end industrial hydrogen 

systems. In order to prove their feasibility and provide further evidence on the 

real-world performance and costs. 

● The structure of the programme is subject to change, but the initial proposed design 

is: 

https://url6.mailanyone.net/v1/?m=1nd5dC-000962-5J&i=57e1b682&c=zSMeJz1YvUXLqi4l5yLd0FmxV8PDOMv0rT3_93nW4Q1WqUZ8f8j2rikpFHVdE7Xf-HKFoC04tGjeTCdlU-htpvWjR15XNxD5Bl57PYwo2DlrMV4k1ikCuuRCMpw2-ykfzStxoYXGd67oWr0ZQTIdc7wtp3KCZBY9MYX9nQPXUb1OloGUNBbkh5z4vcEKe1xd0hhf2sle-Dg_SLWSBf9bcvUptYVM5-lMNxko8ok0mj_3mx9YkBaAhGQ82QSuumUrgg35jZBb-pY3uj1H0a5ODzYs5ggQB38WC2ZTpmwqOlXo0G1rKjpL1z6pbQ5MttEZMxG4rsAdbqu5lqYeYI0AMB8WtznWEnYacWNZtEf5k_TjKv1MzfApjYouviP0dSQ842ylAs7E88rDj5c83SMSsAEPOw_ldvsANtSOeV_rfE-ykfHEsOzQ5sdlDey8CQ0T8ZKlePE6AxwFxtjBf8gt-A
https://url6.mailanyone.net/v1/?m=1nd5dC-000962-5J&i=57e1b682&c=g40TL-uFWapL1WUuPyNVDxMcDWXTbDRfPUQhGO-KeM1FY1t3MLXn_1y80zcr3V32bt0YrxedvZIs9Okam2DEvidIwzlUdnxGHVcZtiR-q72-M8TeDVdHTEhA12O_P_YBNv_aTlyQWWdDh0y0K7fz4n1JPum2WaL5VOqj8e7C2KuFjd30xFMHwr-aHju_z6PEO4dhgWP-cbKKTKb6BQwh7WHW8_h1J-39lwKd3OK-6gicE0e_vlQE0zs4OapJHzxIfMLQ07f3y6gYwDh8ZnnhoQgbl-FaqQnhp7jTk3TeywXEt8MDjq_SyLyyOJa6b9DWFVmpP6Av6dd1rhTdaSxTZErqw4ZiyO8QF86TXAEhyg85aZm4aWL6rMkNJHwjm5bH99Yg7PEvx5-lvzFa9lzekACexom7VeeJ1roPlY0kk8v9ADuETmRtlbAkCxTbEroEOqKeNpaE1zIJRu3axqarMA
https://url6.mailanyone.net/v1/?m=1ndpxD-0007Uk-3L&i=57e1b682&c=r4UnyHUWnX9r5ANMGL3idjZjaZWvKWADEaud98MQ_dblR4yuHE0O_BewS8kziS_fLS-1IB-yEjEqwOfj3_zbEzzudlOBeFkZw7baq7inDxpRj60892Tw_1NAZfXZL1izCudykWpR0_MBsJDAiC0KtKsv9noRvvLqlUJnq6ARieTxCfu_apX4RPfXRDnCey7KbGyupDqFyFS2L58RCTJmoq2I0a5vdNUW8_cP7es2k0-V-Btl5B2PI4VoMPe5eeOMcqXMpWyF9E619PsXH9ugWqOelqdhmsYjj0ZIBZricIjHp5n83aWFVcrsEzaGRZiEKIbMPJKv6F7MHRuCe9-QKbdTyM8LspnLyX-5leW6wbAm5DmkWwQOPxZdXi-bCnrAywcEpceqZijACTGNtXY5yQmvEeV8W9jh-CMaZeyoP_zHaYpb5a-IWf-zoIEYF-EuFxJI5GLuEmUyjq830kbnBLFBiKPBkZbceNV7XGEadcx8p86Gfz5I0WM4FAIRaIvo
https://www.gov.uk/government/publications/industrial-hydrogen-accelerator-programme


REA, 08/04/2022, v2 updated on 19/04/2022 

12 

○ Stream 1: Demonstration projects – Grant (up to £17 million available) 

✓ Up to £10 million grant funding per project 

✓ Applicants need to provide match funding 

✓ Open late April 2022 

○ Stream 2A: Feasibility studies – SBRI 

○ Stream 2B: Demonstration projects – Grant (up to £7 million available) 

 

 

 


