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Foreword

This report covers the issues arising from the ntéqg requirements on the implementation of
the Directive 2009/72/EC concerning common rules tfee internal market in electricity,
2005/89/EC concerning measures to safeguard seaidirélectricity supply and infrastructure
investment and directive 2009/73/EC concerning commules for the internal market in gas
covering the calendar year 2011. There is no naiasmarket in Malta and the report focuses
mainly on the electricity sector.

This report has to be read in the light of the datimns granted to Malta through Article 44 of
Directive 2009/72/EC from the requirements of Adgfc9, 26, 32 and 33. During the year 2011,
this Directive was transposed into national lavotigh the Electricity Market Regulations (LN
166/11).

During the year under review, Enemalta Corporatemained the main producer of electricity
apart from a small number of producers generatiectcity from renewable energy. It should
be noted that during year 2011 there was a coraitieincrease in the registered capacity of
generators producing electricity from renewablergnsources. This increase mainly concerns
solar photovoltaic installations and the electyigitoduced is either consumed on site or sold to
Enemalta at the applicable feed-in tariffs. In #ddi a 1.73MW plant producing electricity
from biogas that came online during this year.

The electricity generation in Malta remains depede heavy fuel oil or gasoil thus making
the cost of electricity in Malta highly susceptiltdechanges in the international market price of
these two fuels. The contribution from renewablergy is still small despite the progress in
RES uptake made in the last two years. In ordeintoease the diversification of primary
energy sources, Malta has submitted a project @bating Liquefied Natural Gas (LNG)
terminal that will be connected by natural gas lgs to Malta and Italy as a project of
European common interest (PCI).

The distribution and supply of electricity in Maldso remains the responsibility of Enemalta
Corporation. The meter reading, billing and customaationship were subcontracted to
ARMS Ltd.

There was no request from Enemalta for any revisioglectricity retail tariffs during the year
2011 and the same tariff structure and tariffsodticed as from January 2010 were retained
during 2011.

During 2011, the Malta Resources Authority (MRA)fpemed a follow-up review of the
operations of ARMS Ltd to assess the progress sues raised by the previous assessment
carried out in 2010. In the follow-up review, it svaoticed that ARMS Ltd had addressed a
number of issues raised during assessments caurtad the previous year.

The programme for the replacement of electricityergewith smart meters continued where
44% of the electricity meters were replaced byethe of the year under review.

In the year under review, there was an improveriretite continuity of supply quality whereby
the customer minutes lost decreased from the 680tes of the previous year to 260 minutes.



A source of concern in terms of security of supptpspects the fact that 210MW of the
available generation plant is subject to a 20,000r# limited lifetime derogation as from 1
January 2008 under Article 4(4) of Directive 20@YEBC on the limitation of emissions of
certain pollutants into the air from large combostplants (LCP Directive). This plant will be
shut down by the end of 2013. In view of this cajyacetirement, besides the new 144MW
plant at Delimara Power Station expected to conte finll operation in the third quarter of

2012, additional capacity is required to ensureisgcof supply. The additional capacity will

be provided by the 200MW interconnection with Siaithich is planned to be in operation by
October 2013. The MRA is monitoring the progrestheke projects.



Main Developmentsin the Gas and Electricity Markets

The year 2011 marks the entry into force of thectety Market Regulations (LN166/11)

which transposes the Directive 2009/72/EC intoaredi legislation. The Directive 2009/73/EC
on the implementation of the natural gas market alas transposed to national law by the
Natural Gas Market Regulations (LN167/11), howettegre is no natural gas market in Malta.

The Electricity Market Regulations have to be siethe light of the derogations granted to
Malta by virtue of Article 44 of Directive 2009/C from the requirements of certain articles
of the directive. These derogations concern tHevahg articles, namely:

Article 9: Unbundling of transmission systems &m@ahsmission system operators
Article 26: Unbundling of distribution system optra

Article 32: Third-party access

Article 33: Market opening and reciprocity

The retail market of electricity is therefore ngieo for competition with Enemalta Corporation
remaining the sole licensed supplier of electri¢ayfinal customers. There is no wholesale
market for electricity.

All the customers of electricity are on a regulatetiil tariff and there were no changes in this
aspect in the year under review. In view that therenly one supplier of electricity customer
switching is not possible to implement.

Enemalta Corporation remains the main producefeaftrcity in Malta with the exception of a
small contribution from a number of relatively sinptoducers generating electricity from
renewable energy. The total electricity generate@(11 produced by the two power stations
owned by Enemalta from heavy fuel oil and gas nd ES generators reached 2.177TWh in
2011. This represents an increase of around 2.968éase over the previous year.

The fossil fuel generation capacity is 551MW distited in the two power stations owned by
Enemalta. The shut down of 210MW capacity is planbg the end of 2013. This capacity is
being replaced partially by a new plant of 144MWbeoin full operation by the end of the third
quarter of 2012 and the 200MW interconnection betwilalta and Sicily by the end of 2013.
Both projects are necessary in order not to jeaparskecurity of supply.

There is no transmission system and no transmissistem operator in Malta. The function of
the distribution system operator is being carrigtily Enemalta. The latter is also responsible
for the implementation of the electricity intercaation Malta—Sicily. During the year 2011 the
works related to the interconnection concernedpgrenitting, cable route surveys and system
design.

The installation of smart meters continued durihg year 2011 with the number of smart
meters installed by the end of 2011 reaching 117 ®fich represents around 44% of the
existing electricity meters that have to be repliace



During 2011 there was also a considerable incréasihe notifications and requests for

authorisation submitted to the MRA for the condtiure of generators using renewable energy
sources mainly photovoltaic systems (PVs). Thestegéd PV capacity by the end of 2011 was
17MW of which 6.6MW are estimated to be install@the MRA also issued a license to a

1.7MW plant for generation of electricity from bgproduced from municipal waste.

There has been a review of the licence issued tomafa to the generation, distribution and
supply of electricity. The main improvement relates the formalisation of the licence
monitoring reports which the utility is obliged $abmit to the MRA.

Enemalta has an obligation by law to keep unbundtBmbunts of the generation, distribution
and supply of electricity. Presently there is ndiggtion imposed on Enemalta for legal or
ownership unbundling of these activities.

No public service obligations related to electyicitere imposed on Enemalta during the year
under review.
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3.1.2.2

The Electricity Market

Networ k Regulation

Unbundling

There is only one distribution system and no trassimn systems or transmission system
operators in Malta. The function of the distributisystem operator is carried out by Enemalta
Corporation. By virtue of Article 44-Derogationbgtrequirements of Article 9 (Unbundling of
the transmission systems and transmission systeraigp) and Article 26 (Unbundling of
distribution system operators) do not apply to slalt

There has not been any designation and/or cetiditaf transmission system operators and no
requests for certification from transmission syst@mmers or operators controlled by persons
or persons in third countries during the year umdeiew.

Technical functioning
Balancing services

Enemalta is the main generator and the only suppfielectricity in the market. The existing
independent producers are small and generatingrielgc from renewable energy either for
own consumption or to sell to Enemalta. Presentily dhe generation plant owned by
Enemalta is subject to dispatch. In the absentargé independent producers and/or wholesale
market the balancing between generation and dernsaddne by Enemalta as part of its daily
operations to meet demand. As such there is noahéok balancing services and no separate
charges for such service.

Security and reliability standards

Enemalta as the DSO is responsible for the opewatinetwork security of the distribution
system in Malta. In this role the DSO takes caréhefprotection system design and settings to
ensure stability of the system during the faultattban occur in the system both on the
generation and the distribution side. The fact #lattricity system is not connected to any
other system makes it vulnerable in terms of faiding capability under certain fault
conditions, in particular when the faults leaddsd of generation capacity.

In the distribution system currently there is (nr@dlundancy on all 132kV circuits and on 85%
and 95% of the 33kV and 11kV circuits respectivelyhere is (n-1) redundancy on the
substation transformers 67% of the 132kV/33kV tfamsers, 79% of the 33kV/11kV
transformers and 50% of the 32kV/11kV transformefhis network reliability status
corresponds to the highest system demand peakeserded in Malta which occurred in the
summer season of 2007 when the demand in July pedld84MW.

The investment plans for the reinforcement of taevork aim to reach the (n-1) reliability the
entire distribution network. Voltage control andcéve power management is done partly by
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the control rooms in the power stations where ibpalching of plant takes place and partly by
the automatic voltage regulators available on faangers at the 33kV and 132kV level.

The Network Code provides the technical rules astdldishes the minimum technical design
and operational requirements for the connectiorthe system of generating installations,
distribution systems, directly connected consumegsiipment, interconnection equipment and
direct lines.

Quality of service and supply

Enemalta Corporation is required to submit to thBRAMon an annual basis details on the
quality of service. The continuity of supply data available at substation level and
consequently the customer minutes lost may onledtenated. According to the records of
interruptions for the calendar year 2011 the oVemahutes lost per customer per year is 260
minutes. This represents a considerable improveméhtrespect to the previous year when
the minutes lost per customer were 693. The maprarement was registered in customer
minutes lost due to unplanned interruption whichrdased from 621 to 191 minutes. Various
factors have contributed to this reduction in unpkd interruption time among them figure a
lower number of events that led to shedding, a ooeirate load shedding system, and a faster
response in supply restoration through the SCADgtesy.

SAIDI 2010 2011
Planned interruptions: 72.6 69
Unplanned interruptions: 620.6 191
Overall (customer minutes lost) 693.2 26(

The average time for a new service connection equiring a new substation is 30 days. The
time to perform repairs is included in data for kamped interruptions at 11kV level.

Network tariffs for connection and access

Network tariffs

The MRA as the regulator has the duty and the potwefix or approve at least the
methodologies used to calculate or establish ttmst@and conditions for connection and access
to the distribution system. The DSO may also baiired to by the regulator to change the
tariffs or methodologies used for determining thigtribution tariffs to ensure that these are
proportional and non discriminatory. The applicatagffs and methodologies for connection
to the distribution system are published in thectleity Supply Regulations.

The network tariff for the use of the electricitgtwork by other generating companies has not
been published yet. Presently the existing indepeng@roducers consist of small generators
producing electricity from renewable energy souraes these are either auto-producers and/or
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produce to sell to Enemalta. Furthermore unded#éregation granted to Malta from Article 32
(Third Party Access) of the Internal Electricity Mat Directive (2009/72/EC) any other local
generating company which is connected to the Oigion network is obliged to sell all
electricity production to Enemalta.

The retail tariff paid by consumers for electricitgvers the costs and revenues pertaining to
the operation of the distribution network aparinirthose related to the generation and supply
activities. All consumers pay a regulated retailfftdor electricity which is approved by the
regulator.

In the year under review, there were no changasentariffs or the methodologies used to
calculate the charges for connection to the network

Tariffs for balancing services and accessass border infrastructure

The MRA is responsible for fixing or approving aaét the methodologies used to calculate or
establish the terms and conditions for the prowisib balancing services and access to cross-
border infrastructures including the procedure tfeg allocation of capacity and congestion

management. The MRA has not been required to fiapprove any methodologies or terms

and conditions related to the provision of balagceervices or access to cross-border
infrastructure.

Any party having a complaint on a decision takently MRA pursuant to its powers and

duties under article 37 of the Directive 2009/72/E@y submit such complaint within two

months from the publication of the decision or I tcase where a proposal of decision is
issued for consultation when such proposal is pbbli for consultation.

Prevention of cross-subsidies

The Electricity Market Regulations require thatodigity undertakings keep in their internal
accounting separate accounts for each of theirrggan, distribution and supply activities as if
these activities were being carried out separaielywiew to avoid discrimination, cross
subsidization and distortion of competition. In gidd, the published company audited
accounts of such electricity undertakings haventiuide a verification of compliance with the
requirement to avoid cross subsidization.

There are no other undertakings that carryouthallthree activities of generation, distribution
and supply together except for Enemalta Corporation

The requirement for the separation of the generatiistribution and supply activities at
internal accounts level is reflected in the licegsanted to Enemalta for the carrying out of
these three activities. The license monitoringrepinclude the requirement for submission by
Enemalta Corporation of separate profit and lossoaats and balance for sheets for each
activity.
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Cross-border issues

Presently there are no interconnections with otteemtries. The MRA continued to monitor
the progress being made by Enemalta in the impleatien of the Malta-Sicily electricity
interconnection. The contract for the implementatid the HVAC submarine interconnection
between Malta and Sicily was awarded in 2010.hénytear 2011, the works on interconnector
were related to obtaining the necessary planningnige in Malta and in Sicily, the
performance of detailed surveys of the cable layimgte on land and in sea and technical
design of cable and related equipment.

Compliance

Compliance of regulatory authorities withding decisions of the Agency and the Commission

The MRA is obliged by the Electricity Market Regtitens to abide by binding decisions issued
by ACER and the Commission.

Power to carry out investigations and inepogasures to promote competition etc.

Article 4(1)(d) of the Malta Resources Authority tA@Cap. 423provides that one of the

functions of the MRA is to ensure fair competition all such practices, operations and

activities. In performing this function the MRA em€es the energy sector specific regulations
and in doing so plays an ex-ante role in this gecto

In accordance with the Electricity Market Regwas, the MRA in carrying out its regulatory
tasks is obliged to take all reasonable measureslase consultation with other national
competent authorities to reach among others thectifs¢ of ensuring that customers benefit
through the efficient functioning of the nationahrket, promoting effective competition and
helping to ensure consumer protection.

The role of the MRA in the promotion of competitionthe electricity sector is more of an ex-
ante nature.

The national competition authority in Malta is @&ice for Competition which is headed by a
Director General. This office forms part of the RdalCompetition and Consumer Affairs
Authority (MCCAA).* Within the Office for Competition, a Directoratashbeen set up to deal
with issues which relate to specific sectors inirigcenergy?

The responsibilities of the Office for Competitiorclude the investigation determination and
suppression of restrictive practices, the exanmomatind control of concentrations between
undertakings in terms of their effect on the swwetof competition on the market, and the
exercise of the powers conferred upon it underGbenpetition Act and under the Malta

Competition and Consumer Affairs Authorgt*. The Director General in the exercise of his

! See Malta Competition and Consumer Affairs ActfC10 of the Laws of Malta], article 13 et seréof.

2 |bid see Fourth Schedule to the Act. The Diredtoia question also deals with the Communicatidinansport and
Financial Services Sectors.

3 Chapter 379 of the Laws of Malta.

4 MCCAA article 14(1) thereof.

10
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responsibilities under competition law acts indefgatily.5 In doing so, however, the Director
General is required to ensure that the policiedgdhe MCCAA Board are implemented and
that government policy is put into effect.

The role of the Director General is primarily toatlvith ex-post competition issues whereby
the Director General either of his own initiative following an allegation of a breach of the
competition rules may investigate and put a stopestrictive practices. The Director General
has the exclusive competence to apply and enfarcprovisions of the Competition Act.6 The
two core provisions under the Competition Act rielgitto the protection of competition in the
market are Article 5, (which prohibits any agreetmeroncerted practice between undertakings
and any decision by an association of undertakivigsh has the object or effect of preventing,
restricting or distorting competition in Malta) aAdticle 9 which prohibits any abuse by one or
more undertakings of a dominant position in MaKgicles 5 and 9 of the Competition Act are
modelled on Articles 101 and 102 of the Treatytwmn Functioning of the European Union. The
Director General may apply Articles 101 and 102 rghtbe said restrictive practices or abusive
conduct has an effect on trade7 between Malta aathar Member State/s.

Power to ask any information from electyicindertakings

The MRA has the power to ask for any informatioonirelectricity undertakings and this is
reflected in the Electricity Market Regulations dicgnse conditions.

Dispute settlement

Complaints related to the obligations of the dwttion system operator may be referred to the
MRA who has the duty to issue a decision within twonths from the date a complaint is
lodged. The timeframe for the issue of the decisi@y be extended with agreement with the
complainant. Before a decision is issued the MRé#cusses the complaint with both parties
and these allowed to make any submissions they deeasssary with respect to the complaint
before a decision is taken. The decision takenhay MRA is binding unless overruled on
appeal. The MRA is working on the formalisationtb&é complaint handling procedures. The
referral of a complaint to the MRA is without prdjae to the exercise of rights of appeal under
Community or national law.

No binding decisions related to the issues arifiogn the electricity market were issued by the
MRA during the year under review.

Complaints related to billing and claims on damafges incidents on the electricity systems
and other consumer issues are presently beingredféo either the ombudsman and/or the
MRA. Both the ombudsman and the MRA perform a medjarole between the complainant
and the Enemalta to assist in the settlement ofsthe. In these cases, the Ombudsman and the
MRA are not empowered to issue binding decisionzebolved issues of this nature may be
referred to arbitration according to the ArbitratiAct or to the law courts.

5 MCCAA article 7(3) thereof.
5 Competition Act article 3 thereof.
" Regulation 1/2003 article 5 thereof and CA artf(8) and 9(4) thereof.

11
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Promoting competition

Wholesale markets

There are no wholesale electricity markets in Malta

Retail markets

Enemalta Corporation has effectively 100% sharh@felectricity retail market. The electricity
retail market is not open to competition and themefcustomer switching is not possible in
Malta.

The regulator is responsible for the fixing andrapmg prior the entry into force at the least
the methodologies used to calculate or establishtéhms and conditions for the supply of
electricity to final consumers. The principles urigag the determination and approval of the
retails tariffs are published on the regulator vitelds All consumers of electricity are on

regulated tariffs which are approved by the regulaind published on the Enemalta website
and the Malta Resources Authority website.

There were no changes in the methodologies useeétermine the tariffs or the retail tariffs
themselves during the year 2011.
Price monitoring

Monitoring the level of transparency, imthg compliance with transparency obligations, tedlevel
and effectiveness of the market opening and cottiqreti

The electricity retail market is not open for cortifpen.
Recommendations on supply prices

The MRA is responsible for fixing or approving aaét the methodologies used to calculate or
establish the terms and conditions for the supplgl@ctricity to customers. The supply prices
are established by law and published on the MRAébsite and that of Enemalta Corporation
and ARMS Ltd. In the event of a review of the elietlly tariffs the authority publishes on its
website the documents related to the review process

Consumer protection

Compliance with Annex 1 of Directive 2009/72/EC

In general, the terms and conditions for the elgtgrsupply service are currently implemented
through legislative instruments, in particular tlectricity Supply Regulations which specify
inter alia the services and maintenance providgapli@ble tariffs, and conditions for

8 MRA website: www.mra.org.mt

12



termination and renewal. In view of the fact thiaere is only one supplier the contract of
supply is automatically of an indefinite nature.the absence of an open electricity supply
market customer switching is not possible to imgatn

The bills invoiced to the consumers include contdetails of ARMS Ltd which is a
subcontractor that carries out meter reading, ngjlicollections, and provides customer
relationship services for Enemalta who is the Isgehsupplier.

In general, households receive bills calculatecactual consumption every six months. The
frequency of actual bills for non-household constgmaries from one month to six months.
The bill includes a breakdown of the calculatiottdal electricity total consumption for the

period covered average consumption per day, afghicariffs and CO2 emissions.

Customers have the possibility to register on tHeWS Ltd portal to have access detailed
breakdown of unpaid bills and history of previotitskand payments.

It is possible to pay electricity bills using anfytibe following methods:
. Direct debit;
. Payment by credit cards;
. Online payment, payment by cheque;
. Payment in person either postal office sub-branohes ARMS Ltd offices.

The replacement of electricity meters with smartereis underway. By the end of the year
2011 circa 104,360 households and 13,441 non-hoilgsetonsumers had a smart meter
installed. This brings the total of smart metertafied at 117,801 which is around 44% of the
existing electricity meters that have to be replagehich currently amount to 268,568. In
addition around 6,000 consumers were being bikadotely by the end of the year.

The applicable electricity tariffs can be accesketh the Enemalta’s website ARMS Ltd
portaf®and the MRA’s website.

A second technical review of the operations of ARM8& was carried out in connection with

the water and electricity billing and customer tielaship management. This review followed a
similar review carried out in October 2010 whichsawtden deemed necessary following the
excessive number of customer complaints relatetth@écoperations of ARMS Ltd recorded in

2010. In this second review it was noticed thatréahwas a general improvement in the
operational performance of ARMS Ltd and that a nembf issues raised in the previous
review had been addressed.

° www.enemalta.com.mt
19 hitps:/Avww.smartutilities.com.mt
1 www.mra.org.mt

13
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34.1

Public service obligations

No public service obligations were imposed on Ereanduring the year under review with
respect to the supply of electricity.

Vulnerable customers definition

Vulnerable customers are catered for within theiadgmolicy framework. The Ministry for
Justice, Dialogue and the Family responsible fariegdopolicy has established the criteria
whereby certain categories of energy consumersnbeadigible to receive energy benefits to
mitigate the effect of increases in energy billsuténg from the review of electricity tariffs in
2010. The consumers that may benefit from energefits include families with low income,
persons with a disability and other humanitariasesa Families on social assistance or special
unemployment benefit, persons with an age pensioa oarer's pension. Households may
qualify for energy benefit if the family’s totalégome is less than (€8,158.81). Households may
qualify for the Energy Benefit on humanitarian gnds if it is clear that one of its members
suffers from a medical condition that requires bave-average use of water and electricity and
the household income is less than (€30,910.80xpeam.

During the year 2011, 27899 households and 79 N&&@sfited from energy benefits.

In addition, customers who are unable to pay thiélis when they are due on time are assisted
by Enemalta to pay their bill in instalments sdaavoid disconnection wherever possible. The
number of disconnections for non payment during year 2011 was 846 which is an
improvement over the previous year when the disections amounted to 2955.

Households that meet certain social criteria caso ddenefit from a grant of €400 on the
purchase of a solar heater which contributes tosvtrel reduction of their energy bills.

Security of supply

Monitoring balance of supply and demand

In accordance with the Electricity Market ReguladLN 166/10) that transpose the Directive
2009/72/EC and Directive 2005/89/EC into natioreak,| the MRA has the responsibility to
monitor the progress in the security of supply. lBaka in its function as the Distribution
System Operator in Malta is obliged to draw up poreon security of supply prospects and
submit it to the regulator. In addition, on a mdyntbhasis Enemalta provides the regulator
information about the generation capacity availghibeak demand and electricity generated
among other information.

In the year 2011, the real nominal generation dapac the two power stations is 551MW
with Marsa Power Station accounting for 247MW areliidara Power Station for 304MW.
The actual available generation capacity duringstimamer months was 505MW. The derating
of the generation capacity is due to high ambiemiperatures.

14



The table below (Table 1) provides a breakdown h&f &mount of capacity installed per
technology.

Table 1 — Installed nominal conventional capacdy fechnology

Technology Installed Nominal Capacity(MW)
Steam Turbine 330
Open Cycle Gas Turbine 111
Combined Cycle Gas Turbine 110
Total 551

Source: Enemalta Corporation

Table 2- Installed capacity renewable energy erid 20

Renewable ener gy technology Capacity installed
PV 6.6MWp
Micro wind 0.075MWp
Biogas plant 1.737MWp

Source: MRA records

The renewable energy capacity installed by thea#r#D11 is shown in table 2. As can be seen
the installed renewable energy capacity reache\&@d with the main contributor being
photovoltaic installations with a negligible amowftwind capacity.

The maximum demand reached in 2011 was 414MW asdotiturred in the month of July.
The total conventional electricity generation caiyaavailable at the peak was 505MW.

The electricity generation mix is shown in figureThe total electricity generated in 2011 was
2.177TWh. The electricity generation fuel mix fdretyear under review consisted of 84%
Heavy Fuel Oil, 16% Gasoil and 0.46% from renewanlergy sources.

15



Figure 1: Generation mix for 2011

RES
0.46%

Gasoil
15.54%

Heavy fuel
Oil
84.00%

Source: MRA and Enemalta Corporation

34.2 Monitoring investment in generation capacities in relation to security of supply

Figure 2 depicts the supply and demand balancedstén MW from 2011 up to 2015. The
projections include peak demand, addition of suglgacity both through conventional and
renewable energy sources. The supply capacitypsat&d to increase with the addition of a
144MW local generation capacity in Delimara Pow#tiBn in the third quarter of 2012. In
addition to this increase in local generation cétgaa 200MW interconnection between Malta
and Sicily is planned to be in operation by 201BeSe two projects are crucial to guarantee
security of supply since the MPS steam plant adtoegnfor around 210MW generation
capacity will be shut down by the end of 2013.

16
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Figure 2 — Demand-Supply balance in MW for the 20015

@ Actual Peak Demand
® Peak Demand Forecast
O Available Generation Capacity Conventional & interconnector(existing or forecasted)
O Renew able Hectricity Generation Capacity(available&forecasted)
1000

950 +
900 +
850 +—
800 +—
750 +
700 +
650 +—
600 +—
550 +
500 +
450 1
400
350 +
300 1
250 +
200 +
150 +
100 +

50 +

MW

t t t t t t
2009 2010 2011 2012 2013 2014 2015
Year

Sources: Enemalta Corporation & MRA estimates

Regarding electricity generators from renewablerggndy the end of 2011 the PV capacity
under construction was 10.7MW. The total PV capdujtthe end of 2015 is projected to reach
26.8MW followed by 6.7MW in large scale wind cagg@nd 18MW waste to energy plants.

Security of supply prospects

Following the coming into operation of the interoestor in 2013, Government has submitted
a project of a floating LNG terminal to be connecte Malta plus natural gas pipeline to Italy
as a Project of common European Interest (PCI).rtAjpam this, it is not expected that there
will be any new fossil fuel generation capacityrg®se or new interconnectors in the time
frame 2015 to 2019.

The additions in generation capacity during theefiaame 2015 to 2019 will concern generators
producing electricity from renewable energy sourgedine with the National Renewable

Energy Action Plan (NREAP). In line with this plahe installed renewable electricity

generation capacity is projected to reach 155MW20%7 and is projected to remain at this
level at least until 2020. The renewable eleclrigiéneration capacity is planned to consist of
18% PV capacity, 71% wind and 11% waste to enelgiytp. The most predictable in terms of
output are the waste to energy plants. The favdeirimical climate conditions make the PV

output is also quite predictable especially in #$@ing and summer season. Electricity
generation from wind is expected to introduce ttegamintermittency in the system and in this
regard the interconnector is expected to contribufgovide the necessary balancing services.

17
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In the worst case scenario, the peak demand isceegéo increase by 2% in 2012 over the
demand of the previous year and then exhibit a tiraf 1% per annum until 2020 and with
the growth rate decreasing to 0.5% thereaftercantinue so until 2030.

The options for expansion in local generation cépdmeyond 2019 are being assessed with
consideration of the introduction of natural gaslézal electricity production.

Regulatorsrole in authorisations/licensing of generation capacity

The Electricity Market Regulations (LN166/11) prdeithat no generation capacity may be
constructed without an authorisation from the Auitlyoprior to construction. In addition a
license is required to produce electricity for oamsumption and/or sell to Enemalta.

Generators with a capacity not larger than 16Amgp producing electricity from renewable

energy and combined heat and power plants are dérdnfipm the requirement to obtain an

authorisation and a license. In the case of thesergtors only a notification to the MRA prior

to construction is necessary. Generators smalkem B00kVA operated as standby are also
exempted from the requirement to obtain an authtiois and a license.

The granting of the authorisation to construct aegation plant is subject to the application
satisfying a number of conditions that relate ® fibllowing issues:

Technical suitability of Project — technical assesst (generation plant and technology
proposed, construction and commissioning progranmeigyork connection agreements, etc.);

Compliance with relevant legislation (environmentadulations, planning permissions, other
permits Integrated Pollution Prevention Controldrice, etc);

Project business plan where it is deemed nece§gauject financing, business plan, financial
accounts projections, efc.).

Other criteria listed in the Third Schedule to tlectricity Market Regulations (LN 166 of
2011).

In the year 2011, there was a review of the liceisseied to Enemalta for the generation,
distribution and supply of electricity. The mainrpases of these licences are

the monitoring of the Licensee’s performance andu@@nce with the license conditions;

. to ensure that the licensee operates in a manriehwharantees security of supply;
. to measure and compare costs and outputs to berictima_icensee’s performance;
. to form the basis for better customer protection;

. to establish the basis for quality and securitgugply performance objectives;

. to monitor the Licensee’s actions on energy efficie
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The licence includes a set of monitoring repored tiave to be submitted to the MRA in the
timeframes specified therein. The monitoring repantiude the unbundled regulatory accounts
for the three activities of generation, distribaticand supply of electricity, customer service
indicators, customer complaints register, netwoperational security, security of supply

prospects, continuity of supply data, progress &vetbpment and maintenance of the
distribution network and generation and asset tegis

On a monthly basis the MRA receives the generafimia and monthly generation fuel stock
movements.

Measures to cover peak demand or shortfalls oflsrpp

Enemalta Corporation being the only supplier otkileity in Malta acts also as a supplier of
last resort.
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4

GasMarket

There is no natural gas in Malta.
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