February 26, 2024

Mr. John Podesta
Senior Advisor to the President for Clean Energy Innovation and Implementation
White House

The Honorable Wally Adeyemo
Deputy Secretary of the Treasury
Department of the Treasury

The Honorable Lily L. Batchelder
Assistant Secretary for Tax Policy
Department of the Treasury

Mr. Seth Hanlon
Deputy Assistant Secretary for Tax and Climate Policy
Department of the Treasury

Re: Section 45V Credit for Production of Clean Hydrogen; Section 48(a)(15) Election To Treat
Clean Hydrogen Production Facilities as Energy Property

These comments on the section 45(v) and 48(a)(15) Internal Revenue Code! tax credit proposed
rules are submitted by the New Jersey Environmental Justice Alliance; Center for Earth, Energy
and Democracy; Tishman Environment and Design Center at The New School; and the Center
for the Urban Environment of the John S. Watson Institute for Urban Policy and Research at
Kean University. The proposed rule, which is intended to set conditions under which the
production of hydrogen can claim tax credits, fails to address, or even contemplate, critical
environmental justice (EJ) issues.

For years a significant part of the grassroots EJ community has advocated that, in addition to
combating climate change, climate change mitigation policy should be used to address EJ issues.
More specifically, EJ advocates have called for the reduction of greenhouse gas (GHG) co-
pollutants by forcing polluting facilities to reduce their toxic air pollution emissions, if they are
subject to a climate change mitigation policy, and are located in an environmental justice (EJ)
community or detrimentally impact such a community due to their emissions. In these

! Section 45V Credit for Production of Clean Hydrogen; Section 48(a)(15) Election To Treat Clean Hydrogen
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comments, EJ community refers to indigenous communities, communities Of Color and
communities with low-income, while co-pollutants of concern include fine particulate matter,
nitrogen oxides, sulfur dioxide, and hazardous air pollutants, all of which have detrimental local
health impacts.? Reducing emissions of these air pollutants would improve the health of
communities located near polluting facilities, particularly overburdened EJ communities.

To date, climate change mitigation policy has typically been carbon-centric and focused solely
on reducing carbon emissions. We urge the 45(v) tax credit proposed rule to move away from
carbon centrism by addressing EJ issues that include limiting the emissions of GHG co-pollutants
in general as much as possible.

A carbon centric approach and focus on solely using the lifecycle GHG emissions rate of
hydrogen production as the metric to determine whether the hydrogen produced is "clean", is a
significant EJ concern. This approach ignores the emissions of GHG co-pollutants along the life
cycle of not just hydrogen production but storage, delivery and end uses (such as the burning of
hydrogen-blended natural gas at power plants®). Additionally, when a life cycle GHG emissions
rate is the sole metric to determine whether the hydrogen produced is clean, a myriad of
environmental and health impacts along the hydrogen production chain remain insufficiently
addressed.

Currently, most hydrogen is produced from fossil fuels (specifically natural gas) via steam
methane reforming®. The emissions of toxic air pollutants including VOCs, SO2, CO, NOx, PM2.5,
PM10, ammonia, and lead is one of the most concerning impacts associated with production of
fossil fuel-based hydrogen.® Even when the production of fossil fuel-based hydrogen is paired
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with carbon capture, numerous health and environmental impacts associated with fossil fuel
extraction, production, and transport remain. There are pollution burdens associated with CO2
capture, compression, transport, and sequestration, as well.® Even with the production of
“clean” hydrogen via electrolysis, a significant amount of freshwater is used directly (i.e., in the
conversion process itself) and indirectly (by equipment and energy) in the hydrogen production
process.” There are also significant safety risks in transporting hydrogen or hydrogen blends due
to the specific physical properties of hydrogen, and an insufficient regulatory environment to
address these risks from leaks and explosions.? Given the pattern of siting polluting
infrastructure and other locally unwanted land uses in environmental justice communities,’ it is
unfortunately likely that the environmental and health hazards described above will fall on
these communities.

We realize that some of the above concerns may be outside of the jurisdiction of the US
Department of Treasury to address. However, we name the above concerns to bring attention to
the importance of creating the strictest guidelines possible for the 45 (v) tax credit to ensure
that the proposed guidelines do not exacerbate public health risks in EJ communities. The 45 (v)
hydrogen production tax credit is set to unlock billions of dollars for hydrogen projects and will
set the parameters under which the hydrogen fuel industry will operate for years to come. We
urge the federal government:
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To maintain strict public health and equity standards in providing tax credits to hydrogen
projects (restricting tax credits for fossil fuel derived hydrogen projects, requiring models
to accurately account for upstream methane leakage involved in fossil fuel-derived
hydrogen projects, establishing strict guidelines to confirm that the electricity used in
hydrogen production is sourced from renewable or zero-emission sources).

To conduct a thorough analysis of the public health impacts at the local scale of greater
deployment of hydrogen projects as a result of the 45 (v) tax credits. As recent research
studies have noted, information on the full environmental and specifically air pollution
impacts of hydrogen production is lacking.™

To strictly avoid incentivizing hydrogen production, the sale of hydrogen, and hydrogen
end uses that lead to emissions of toxic GHG co-pollutants in environmental justice
communities.

To uphold the Executive Order (EOQ) 14096, the commitment to protect overburdened
communities from the disproportionate impacts of pollution and the overall
environmental justice goals of the Administration®®.

Sincerely,

Center for Earth Energy & Democracy

Center for the Urban Environment at Kean University

New Jersey Environmental Justice Alliance

Tishman Environment and Design Center at The New School
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