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Pre-conditions

Favourable natural conditions:

e solarirradiation in the north > 7.5 kWh per square metre a day
e wind speed in the south > 14 metres per second

Infrastructure in the north:
e large ports, railway lines and roads suitable for transport of equipment
e high-capacity power grid
e potential suppliers with a track record in mining

Climate change mitigation (Government of Chile, 2021):

e on-going decommissioning of coal-fired power stations
e 20% of fuels based on green hydrogen by 2040
e no new fossil fuels vehicles permitted from 2035/2045 onwards

CHILE



Pre-conditions

Domestic market:

e modest demand for hydrogen: 59,000 tonnes in 2018

e mining in the north as a key off-taker (decarbonisation)

e numerous pilot projects: blending with natural gas, forklifts at a distribution
centre of Walmart

Export markets:

e cooperation with the EU and Japan; agreements with the ports of Hamburg
and Rotterdam
e European lead firms, especially for the e-fuels project in the south

CHILE



Projected green hydrogen production
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Public sector response

Key policy issues:

credits and incentives for first movers

streamlined regulatory framework, more rapid permit issuing, certification
in-country value chain development: match-making for firms

free trade zones in Antofagasta and Magallanes

Further issues:

e expansion of ports and power grids
e RA&D on local context (e.g. earthquake and wind resistance)
e attract skilled labour and train local talent



Public sector response

Still to be done...

e regulatory framework, permit issuing
e land use plans
e value chain mapping

Credit schemes (Ministry of Energy, 2023):

support from the EU, IADB, KfW, World Bank (about USD 850 million)
Chilean share of USD 250 million

earmarked for green hydrogen project and their enabling environment
potentiate private investment and reach USD 12.5 billion



Private sector response

Key projects:

e Highly Innovative Fuels (HIF) in Magallanes: 500 million litres of e-fuels a year; driven by Enel,

Porsche and Siemens
e Antofagasta Mining Energy Renewable (AMER): e-fuels for the mining sector; driven by Air

Liquide, EDF Renewables, Copec and others
e HyEX in Antofagasta: explosives for the mining sector; driven by Engie and Enaex
green steel by CAP in Valparaiso (in cooperation with Air Liquide)

Numerous other projects: e-fuels for maritime transport, green hydrogen train from Santiago to
Valparaiso, chemicals hubs in Antofagasta



Private sector response

Backward production linkages:

e domestic production of electrolysers (problem: economies of scale abroad)

e GIlZ (2020) study on participation of Chilean companies: 817 potentially important players and
2,016 firms in the wider production networks

e reluctance because of high uncertainties

Further challenges:

e capital intensity: merely 10% of future jobs in operation and maintenance (G1Z 2021)

e uncertainty about job creation in related industries (ammonia and methanol production,
mining) and generic services

e long-distance commuting



Conclusion

e significant opportunities to produce green hydrogen

e favourable natural conditions

e infrastructure and consumption by the mining sector in north Chile
e focus on exports and clear interest by corporations from abroad

policy frameworks and credit schemes in place... but issues with regulatory frameworks, land
use plans and permit processes

e no commitment by off-takers; only pilot projects
late-comer industrialisation questionable
e uncertainty about backward production linkages
e capital intensity of the industry and commuting
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