The interviews

Snam is getting ready for the

hydrogen revolution

The European Hydrogen Strategy and the national plans announced by Italy and some other countries are
an important step in making it possible for hydrogen to contribute to the target of net zero CO, emissions
by 2050. But in order to create a national and European supply chain, it is necessary to promote the
scale up of technologies, the reduction of costs, the aggregation of consumption also through hydrogen
valleys and solid cooperation between companies, institutions and the world of research.

La Hydrogen Strategy europea e i piani nazionali annunciati da alcuni paesi, inclusa I’ltalia, sono un
passo importante affinché I’idrogeno possa contribuire all’obiettivo di arrivare a zero emissioni nette di
CO. al 2050. Ma per creare una filiera nazionale ed europea, occorre favorire lo scale up delle tecnologie,
la discesa dei costi, I’'aggregazione dei consumi anche attraverso le hydrogen valleys e una solida
collaborazione tra imprese, istituzioni e mondo della ricerca.

Interview with Marco Alvera, CEO Snam

Mr. Alvera, what are the policies necessary for the
development of a “hydrogen system” in Italy and
Europe?

The Hydrogen Strategy launched by the European Union
and the national strategies announced by some coun-
tries, including Italy, mark an important step in the right
direction to enable hydrogen to contribute to meeting the
target of making Europe the first continent to achieve net
zero CO2 emissions by 2050. In the case of Italy, for ex-
ample, the strategy put into consultation in recent months
calls for 5 GW of installed capacity for the production of
green hydrogen and a first target of 2% of the energy mix
by 2030, with an expected growth of up to 20% in 2050.

In order to accelerate the development of the value chain,
we need policies that promote the scale up of technolo-
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gies and the reduction of costs. For example, the Gas for
Climate consortium recently proposed that the EU Com-
mission introduce a binding target of 11% of renewable
gases — of which 3% green hydrogen - for final gas de-
mand by 2030. In our opinion, this is an example of an
effective policy driver, as also the increasing use of the
blending of hydrogen and natural gas in networks. It’s also
essential to create a national and European technological
value chain in order to not miss out on opportunities, as
it happened with the photovoltaic systems. For hydrogen
this means building gigafactories that produce electrolys-
ers, the components that make it possible to transform
renewable electricity into green hydrogen.

Finally, to get the market going, it will be essential to ag-
gregate consumption geographically by creating hydro-
gen valleys, also to optimise infrastructure. Cooperation



between companies, institutions and the world of research
will be a key element in this process.

Speaking to the CEOs of the Hydrogen Council last
January, EU Commission President Ursula von der
Leyen stressed that "Europe takes clean hydrogen
seriously: it is part of our future" and that achiev-
ing climate neutrality by 2050 requires investing in
clean hydrogen. How can our country play a major
role in a European hydrogen strategy? Can we be-
come a green hydrogen hub and, looking forward,
provide an infrastructure bridge with North Africa?

We do believe that Italy is ideally positioned — both in terms
of expertise and geography — to play such a role. To be-
gin with, we are one of the first three European countries
in terms of thermal, mechanical and hydrogen production
technologies. We have energy companies that are glob-
al leaders in their respective sectors and we possess ex-
tensive know-how in research, as also demonstrated by
ENEA’s recent initiatives.

1
ltaly is ideally positioned as
a hydrogen hub,,

Today we already are a gas hub on the Mediterranean, one
of the key intersections for present and future energy sup-
plies. The natural potential for hydrogen production from
renewable sources is significant in Southern Italy and is
enormous in North Africa. Our country can provide an in-
frastructure bridge to Germany, which will play a key role in
the global hydrogen economy. In fact, in the coming years
Berlin will have to abandon both nuclear and coal energy
sources, and in order to do this successfully it will need a
lot of hydrogen (from 90 to 110 TWh, based on estimates
based on their national strategy). According to Bloomb-

erg’s New Energy Finance calculations, the cheapest way
to import it by 2050 will be via gas pipelines running from
North Africa through lItaly.

Our network is getting ready for the hydrogen revolution:
we estimate that about 70% of the pipes managed by
Snam are already capable of transporting increasing per-
centages of hydrogen. We have also adopted internal rules
on the supply of materials for new pipelines that allow not
only the transport of natural gas and biomethane, but also,
in the future, increasing percentages of hydrogen, poten-
tially up to 100%. At the same time, we are also working
on compression and storage plants.

Italy is working on a National Hydrogen Strategy
to identify sectors where it believes it can become
competitive in the short term and to verify the most
suitable areas of intervention to develop and imple-
ment the use of hydrogen. What are Snam's pro-
posals and vision? And what are the critical issues
that may need to be resolved?

According to our forecasts, hydrogen will be able to be-
come competitive in various sectors relatively quickly and
sooner than expected. We imagine various steps: first,
within a few years hydrogen will hit rail and heavy trans-
port, from 2030 some industrial sectors such as refiner-
ies and some steel production processes, and finally from
2040 domestic heating and other applications. We’re at
the dawn of a new era: to get the European market going,
we will need dynamic regulation and a level playing field to
allow for the same conditions for all member states.
Cooperation between companies will be essential to en-
able the market to take off. For this reason, in addition to
preparing its infrastructure for the transport and storage
of hydrogen, Snam has also established partnerships with
various operators in compliance with unbundling regula-
tions, to pool respective skills and enable the development
of the supply chain in Iltaly and Europe. We are already
working with railway operators (FS Italiane and Ferrovie
Nord), with engine suppliers (Alstom) and with energy sup-
pliers (Eni and A2A) to develop refuelling infrastructure and
make hydrogen rail mobility possible in Italy.

Snam is also working with other players that rely on our
infrastructure upstream and downstream (suppliers and
consumers of natural gas), based on their respective ex-
pertise, for projects and experiments aimed at applying hy-
drogen to decarbonise industrial processes (such as refin-
ing and steel) or for electricity generation. More specifically,
together with Tenaris and Edison, we announced a project
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aimed at introducing green hydrogen and replace methane
in some production processes at the Dalmine steel mill.

Snam was the first major player to experiment with
introducing hydrogen into the gas network, in Con-
tursi in the province of Salerno. Are there other ini-
tiatives under way, in Italy in particular?

The Contursi test was important because it revealed that
the gas infrastructure will be able to transport hydrogen in
increasing volumes in the coming years, helping Italy and
Europe to meet the decarbonisation targets. Using the
gas networks is the most competitive way to transport
hydrogen: as calculated by Guidehouse in the European
Hydrogen Backbone study, the interventions necessary to
convert existing infrastructure to hydrogen transport only
cost between 10% and 25% of what it would cost to build
completely new networks.
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We are at the dawn of a
new el‘a,,

As for new initiatives, the main one in our strategic plan
— which requires investments for €150 million — is aimed
at rail mobility projects that we have launched together
with other partners to convert sections of the Italian net-
work from diesel to hydrogen. In Italy, almost 5,000 km
of network are still not electrified. The hydrogen train,
which is already a reality in nearby Germany, can be an
important opportunity for Italy too. As mentioned before,
we are also working together with other Italian and for-
eign companies on experiments and projects to make
our infrastructure and technologies available for industry
and electricity generation.

What are the main lines of the Snam strategy for the
energy transition and the Green Deal?

In our strategic plan to 2024 we set ourselves the goal of
achieving carbon neutrality by 2040, with an intermediate
target of reducing CO2 equivalent emissions by 50% by
2030. Looking beyond the company, we are also commit-
ted to contributing more and more to the decarbonisation of
the system, with over €700 million of investments planned
in our new businesses for the energy transition, which in-
clude biomethane, sustainable mobility, energy efficiency
and hydrogen. Leveraging these , we will help Italy to avoid
emissions for over 600,000 tonnes of CO2 as early as 2024.
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Do you believe that the pandemic, as prominent pro-
ponents of the energy sector warn, will slow down
the development and implementation of decarboni-
sation policies?

| think that the pandemic is proving to be a very complex
challenge for everyone, including companies, but it also of-
fers an opportunity to overcome inertia and face the future
with greater courage and determination. As Italy’s Presi-
dent of the Republic, Sergio Mattarella, underlined in his
message, sent together with other Heads of State at the
Climate Action Summit two years ago, climate change is
the key challenge of our time and ours is the last genera-
tion that has a chance to fight it effectively. Europe aims to
become the first continent with net zero emissions and Italy
is at the forefront of this effort, as evidenced by the govern-
ment's commitment to the ecological transition. The United
States has re-entered the Paris Agreement and China has
announced a net zero target by 2060. The global commit-
ment to the climate fight is gaining traction once again and
| hope that COP26 scheduled at the end of the year in Italy
and the United Kingdom can bring concrete results, also
for the development of hydrogen.

In your opinion, what strengths should be leveraged
and what obstacles should be overcome in order to
achieve the European objective of climate neutrality
by 2050?

There is a strong commitment and sense of urgency on
the part of the European Commission, as evidenced by
the Green New Deal and the funds made available (start-
ing from the Recovery Fund). The pandemic seems to have
accelerated this trend. The signs are certainly encourag-
ing, but we must be aware that the goal remains extremely
challenging.

The electrification of end uses, accompanied by electricity
generation from renewables, is a fundamental lever, togeth-
er with energy efficiency. But this will allow us to decar-
bonise only 50-60% of the energy mix. New solutions are
required. And a great connector like hydrogen can finally
link the world of electricity with that of molecules in a view
to sector coupling. As Italy’s Minister of Ecological Transi-
tion Roberto Cingolani underlined in a recent lecture, "the
challenge for technology is to develop solutions that solve
numerous problems simultaneously”. It’s an opportunity
that we can’t afford to miss.





