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A Proposal for a National Energy Policy

FORWARD

It is my pleasure to put forward this energy policy proposal for public consultation at
a time when energy issues are very much at the centre of attention.

The draft policy proposes a holistic balanced approach for Malta to achieve the
internationally accepted objectives of security of supply and competitiveness, with
due regard to environmental sustainability. The document also includes a series of
measures and actions designed to reach the various objectives, as well as the entity
responsible to co-ordinate the various actions.

Government is taking a number of initiatives in the energy sector, reflecting the
importance that energy issues have assumed today. At the policy and direction level,
complementary to this general policy, specific detailed strategies are being developed
or implemented for most areas such fuel market reform, introduction of renewable
energy sources and energy efficiency, while the recently announced electricity
generation plan will be the next milestone in energy development in Malta.

Also at the EU level, there has been considerable activity in this area of energy policy.
On the internal front, the Commission has launched a green paper on energy
efficiency for public consultation, and more recently a green paper on a European
strategy for sustainable, competitive and secure energy. The Commission is also very
vigorously working on an E.U. external Energy policy aimed at guaranteeing a supply
of energy through energy partnerships with producer and consumer countries.
Simultaneous discussion or debate on the draft energy policy and the proposals at EU
level will lead to a more effective and widely accepted national energy policy.

The drafting of this proposal for Malta’s energy policy was co-ordinated by the Malta
Resources Authority. A participatory approach was adopted during its development.
The first layer of consultees were governmental stakeholders, since these often
implement policies within their sphere of activities that influence the direction of
energy policy.

This is the result of that first consultation process: a proposal for a national energy
policy that is, in effect, a compilation and consolidation in one coherent document of
Government policies in the energy sector. Now this consultation process is being
extended to include constituted bodies, NGO’s and the general public. The Malta
Resources Authority is now being entrusted with managing this process on behalf of
Government.



I augur an active fruitful participation in this consultation process. Government will
consider all suggestions and comments put forward such that the final product will be
an energy policy that will find consensus among all stakeholders.

bl

Ninu Zammit

Minister for Resources and Infrastructure
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Draft National Energy Policy

INTRODUCTION

This document is intended to present Governmeiatisypin the energy sector.

Energy has a significant impact on the qualityifef. lIt is also essential as a resource
for industry — the cost of energy will have an impan the competitiveness of the
country, and on economic growth and job creation.

During the 1980’s and 90’s, Malta experienced retatonsistency in energy supply,
markets and distribution. On the international s¢éunel prices were relatively stable,
while internal distribution of energy products wassured by Government-owned
Enemalta Corporation.

The energy scene is changing rapidly during thisade. Prices for fuel have
increased substantially. Malta’s accession to thasHeading to developments in the
organisation of the energy market. The adoptiorthef Acquis has also led to the
establishment of more demanding environmental nteasu

This document provides a policy framework for todagircumstances that takes into
account relations with the EU, existing legislatiamd Maltese circumstances. EU
legislation is considered to be best practiceceifditioned by considerations specific
to our country.

While the objectives of the policy will probably thchange in the foreseeable future,
measures proposed will need to be continuously tedd® ensure that the objective
will continue to be met even in changed circumstanc

The future seems to be more challenging and oppitigs are higher.

- The importance of ensuring security of supply &l fwill increase. Volatility
in markets, increasing international demand andoneg) political instability
and security risks including threats of terrorisould lead to higher oil prices
and shortages.

- Climate change is becoming a major issue. To daédta does not have any
guantified mandatory targets for the limitationreduction of greenhouse gas
emissions, either under the UNFCC/Kyoto Protocalcpss (being a non-
Annex 1 party) or under the EU ‘burden-sharing’ esgnent (limited to the
EU-15). In the future, under an EU post-2012 regitamgets for Malta for the
limitation or reduction of emissions may be a podisy. In any case, national
and international opinion is demanding that enesgpplies be secure and
environmentally benign.

- In a global economy, Malta needs to have a conmpairt priced energy
supply. Competitive prices and readily availablergy supplies and services
have become a necessary part of every day lifere ey to be threatened,
there could be the danger of economic and othdoadisons throughout
industry and society and lead to energy povertyvidnerable members of
society.
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This energy policy is also developed within a frammek of environmental
considerations, EU legislation, technical realitiesd, to some extent, existing
administrative structures. Energy policy also lmaddress or serve the demands of
other national policy areas. It is strongly linkedth environment, employment
foreign and transport policy.

The European Union has recently proposed a nunfbieitiatives in energy policy.
The Commission has published a green paper on @Ean strategy for sustainable
competitive and secure energy. The Energy Coundithe Spring European Council
have debated and reached conclusions on an enelgy gor Europe. Various
sectoral initiatives have been launched — notablye fields of energy efficiency and
biofuels — or will soon be proposed — such as atihg through renewables.

Constraints also exist.

The size of Malta’s energy market is not condu¢oveconomies of scale or of scope.
At the same time, European Union policy for thergpesector is based on the use of
market-based tools. These tools need to be caredgbessed in their transposition
and implementation since they were not designed femall economy such as ours,
where the potential for effective competition isitied since a sufficient number of
competitors is not feasible.

The absence of detailed statistics of the energykehahat allow the design of
focused measures is another constraint.

The energy industry is, by its nature, infrastroetbased. From importation (fuel
terminals, cables or pipelines) to storage, todfi@mmation (electricity generation
plant) to distribution (electricity distributionepol stations), infrastructure is costly
and intended to last a long time..

This energy policy is set out to address thesdaiges.
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CLIMATE CHANGE AND AIR QUALITY

Environmental policy has a major influence on thape of this policy. In terms of
climate change, although Malta does not have amantified mandatory targets for
the limitation or reduction of greenhouse gas eimnss any commitments in this area
— say through participation in the emissions trgdioheme — will have a high impact
on the flexibility of options in energy policy. Essions limits on power stations, and
air (and fuel) quality directives and treatiespdtave a large impact on energy policy
options.

Climate change

Climate change issues are ever increasingly gaimngmportance, even in the
international political scene (ex. as observederent G8 summit). It is important to
ensure that climate change is taken into consideratvhen proposing and
implementing policies and measures in the energjosea major contributor to the
anthropogenic causes of climate change. Climatengghaconsiderations in the
international energy scene will potentially alsovdaan effect on the local energy
scenario. Malta is a non-Annex 1 party to the Whiations Framework Convention
on Climate Change (UNFCCC) and the Kyoto Proto&®)(and therefore does not
have any legally binding commitments to limit oduee its national emissions of
greenhouse gases under these international ingttame

Annex B of the KP sets out quantified emission tation/reduction targets for Annex
1 parties. The Kyoto Protocol came into effect Rabruary following ratification by
the Russian Federation.

The European Community, as a party in itself toRhatocol, has a reduction target of
-8% of 1990 levels by the KP commitment period 22082. To ensure fulfilment of
this overall target, the then EU15 decided upobuaden-sharing’ agreement that sets
out specific targets for the 15 Member States. Mahyhese member states have
reduction targets, under this burden-sharing ageegmwhich are different from those
set out in the KP.

To date, the ‘burden-sharing’ agreement has beentan@ed for the original 15
Member States already forming part of it. After lay 2004 accession, those new
Member States that are also Annex 1 parties (enEigropean states with economies
in transition) continue to abide by their KP taggd¥alta and Cyprus retained their
position of having no emission reduction or limoattargets. It is not envisaged that
the situation changes before 2012, however it cbeléxpected that a new ‘burden-
sharing’ agreement post-2012, incorporating alfenir EU Member States, may be
negotiated. This may be heavily influenced by depelents on the international
scene and the future stance of the EU with regardglobal negotiations on post
Kyoto strategies.

The monitoring regime established by the EU indisahat the Union has delivered
on its overall commitment under the UNFCCC of diaing emissions of carbon
dioxide at 1990 levels. However, while a numbelJ&-15 Member States have also
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reached their ‘burden-sharing’ agreement targets (@K, Germany, Sweden) or are
close to achieving their targets, others are fatilfrom doing so (ex Ireland, Portugal,
Spain). Most of the new eastern European membgssteve not only reached their
respective KP emission reduction targets but atsegignificantly beyond. This has
mainly been due to the economic transition and stréal restructuring that these
states are undergoing.

The EU efforts to ensure that KP targets are rahtias led to a number of policies
and measures being taken that either directly dirantly lead to actual limitations or
reductions of emissions of greenhouse gases, edlgaai the energy generation and
use sector and the transport sector. These tworseate the main contributors of
emissions of greenhouse gases, especially carlwxiddi (through the use of fossil
fuels), with the transport sector showing the hgjlrate of increase in emissions in
recent years. Similarly, in Malta, these two sectme by far the highest contributors
of emissions. Malta, although not having any queuti emission limitation or
reduction targets, still needs to implement théslagve measures taken by the EU.

In particular, large energy generation installagidall within the scope of Directive

2003/87/EC (Emissions Trading Scheme Directive)cdlo(existent and future)

energy generation plants need to take into accinenimplications of this scheme in
their planning. A national allocation plan for teecond trading period (2008-2012)
will be submitted by June 2006.

The Global Environment Facility through UNDP fundéee first phase of Malta's
Climate Change Project. The first phase of thedetdpas been completed. Malta's
First National Communication was one of its accasghphents. The other
achievements of this first phase were:

(1) Compilation of an annual greenhouse gas invgrits 1990-2000,
(2) Greenhouse gas abatement analysis,
(3) Analysis of vulnerability to climate change aamhptation measures,

(4) Public Awareness through two national symposiarkshops, publications,
comprehensive project website, TV and radio prognas) feature articles in
newspapers,

(5) Co-operation between many experts and orgaoizat

(6) Training of consultants for future national goomications - capacity building and
project sustainability.

Following Cabinet approval of the First Nationalm@ounication, this was submitted
officially to the UNFCCC during April 2004 and offally presented at the twentieth
meeting of the Subsidiary Bodies of the UNFCCCedlhn June 2004.

The objectives for the next phase of the projeet ar
o ldentification of technology needs for emissionuetibn,
o ldentification of technology needs for adaptatiorclimate change,

o Establishment of a climate change programme fortdMabased on
identification of emission reduction and adaptatiechnology needs,
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Establishment of national and regional networks,
Establishment of climate change information portal,
Public awareness of climate change issues andtiaés,
Capacity building through training,

Preparation of programs to address climate change,

O O O O O O

Establishment of a permanent national entity fompiation of
greenhouse gas inventories.

Air quality

Air quality is one of the areas in which Europe basn most active in recent years.
The EC aim has been to develop an overall strategygh the setting of long-term

air quality objectives. A series of Directives Haeen introduced to control levels of
certain pollutants and to monitor their concentradiin the air.

The following directives relate to air quality ang directly from the quality of fuel,
and exclude a number of directives related to aomssrom vehicles:

- Council Directive 80/1268/EEC of 16 December 1980Gte approximation of
the laws of the Member States relating to the fuamhsumption of motor
vehicles;

- Council Directive 93/12/EEC of 23 March 1993 reigtito the sulphur content
of certain liquid fuels;

- European Parliament and Council Directive 94/63(Q0 December 1994
on the control of volatile organic compound (VO®@jissions resulting from
the storage of petrol and its distribution frormtarals to service stations;

- Directive 98/70/EC of the European Parliament ahdhe Council of 13
October 1998 relating to the quality of petrol aieksel fuels;

- Council Directive 1999/32/EC of 26 April 1999 reteg to a reduction in the
sulphur content of certain liquid fuels;

- Directive 2001/80/EC of the European Parliament ahthe Council of 23
October 2001 on the limitation of emissions of aertpollutants into the air
from large combustion plants;

- Directive 2001/81/EC of the European Parliament ahthe Council of 23
October 2001 on national emission ceilings foraiaratmospheric pollutants;

- Directive 2005/33/EC of the European Parliament @initie Council of 6 July
2005 amending Directive 1999/32/EC as regardsuhmghar content of marine
fuels

Government has negotiated transitional periods ammber of these directives.
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Environmental planning

In adopting new climate change commitments, Goventrwill also be considering

medium and long term impacts of the objectiveshid £nergy policy. This policy

synergises with, and will be taken account in —ibutot intended to replace — other
national environmental policies currently under @epment. These policies include
the National Sustainable Development Strategy belegeloped in terms of the
Environment Protection Act, and the National Allboa Plan in connection with the

Emissions Trading Scheme.

10
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OBJECTIVES AND PRIORITIES OF THE ENERGY POLICY

A secure competitively priced, and environmentally sound energy supply is a
basic requirement for a competitive Maltese econdiiyhout an energy supply with
these characteristics, sustained economic growtp)ayment and prosperity will be
jeopardised.

These three objectives of an energy policy aresdkntial, though there are different
perspectives with respect to their relative imparea Indeed, in certain instances,
these objectives are clearly complementary, whilether instances they appear to be
mutually competitive.

Policy decisions sometimes involve tradeoffs betweee objective and another. For
example, improvement in energy efficiency will aglsk all objectives of the energy
policy. Similarly, investment in renewable energuices addresses environmental
protection and security of supply (though not neadly competitive pricing).

The importance okecurity of supply can be realised by considering the cost of
energy not being available when required by an wsed- Interruption to energy
supply, or threats of interruption, quickly leads widespread disruption. Better
security can be achieved by ensuring that energscss are reliable, that markets are
designed and regulated appropriately, and thaggr®rstems are resilient to shocks
through a combination of diversity and flexibility.

The availability of competitively priced high quality energy serviceshas a
significant effect on the Maltese economy. This bardeduced from the debates that
ensue when end-use prices are adjusted, with plticeference to affordability.
These prices have an impact on the competitiveokesxlustry and services and on
the achievement of the Lisbon Strategy objectifé®y also have a direct impact on
the life of the individual citizen.

Whereenvironmental responsibility is involved, there is a growing consensus on the
need to ensure sustainable development, and theunesathat are being proposed
will not conflict with but rather should be comgaé with this concept.

11
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THE ENERGY POLICY

Policy area 1: Energy efficiency

Policy statementGovernment will encourage and facilitate the achiesment of
increased energy efficiency in electricity generatn and distribution, and in
energy end-use, and will lead by example.

Policy area 2: Reducing reliance on imported fuels

Policy statement:Government will continue to provide opportunities n oil
exploration, and support the reasonable developmendf sources of renewable
energy.

Policy area 3: Sability in energy supply

Policy statementGovernment will seek to diversify the current reliance on oil
products while ensuring that contingency plans aren place to cater for short-
term disruption in oil supply. Malta will interconn ect with the European
electricity system.

Policy area 4: Delivering energy efficiently and effectively

Policy statementGovernment will reform the energy sector to ensuranaximum
competition possible within the limits imposed by lhe market, while ensuring
that operators deliver the best quality of serviceat the cheapest possible prices
through market forces complemented by robust regulaon.

Policy area 5: Ensuring that the energy sector can deliver

Policy statement:Government will ensure that fiscal policy and polig in
education and research support the general objectds of ensuring security of
supply, environmental protection and competitivenes.

12
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PoLicy AREA 1: ENERGY EFFICIENCY

Policy statement: Government will encourage and falitate the achievement of
increased energy efficiency in electricity generath and distribution, and in
energy end-use, and will lead by example.

Background

Energy efficiency is a key objective in the Goveamt's energy policy. Energy
efficiency finds synergy in the achievement of @bvernment’s objectives - it can
assist the economy, as well as help to achievelsaed environmental objectives.

Energy efficiency can have a significant impactlo& demand for energy, and so can
reduce the country’s fuel bill and the release afbon into the environment. It is
widely perceived that the potential for improvingeegy efficiency exists in Malta.

In improving energy security and reducing carbonissians, it has arguably the
lowest cost, and highest reversibility of all opsoavailable to Government to meet
its objectives. It is even more rewarding than ititeoduction of renewables in the
achievement of environmental objectives, and heweserves priority. The most

important aspect of the energy efficiency policyfas that part of the technical

potential that yields the most savings for a givevestment to be identified and

exploited first.

The EU is giving high priority towards energy eifiocy and is also using
Community technology research and demonstratiogrpromes, such as th® RTD
Framework Programme (2002-2006) and Intelligentrgne- Europe (2003-2006) to
support energy efficiency. During 2005, the Cominisshas also launched a green
paper on energy efficiency, followed, in 2006, bygreen paper on a European
strategy for sustainable, competitive and secueeggn

13
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PoLicy AREA 1A: EFFICIENCY IN ELECTRICITY GENERATION AND DISTRIBUTION

1A.1 Background

The main use of fossil fuels in Malta is for thengmation of electrical energy for
onward distribution and consumption within the Mak Islands.

Electrical power is generated by two conventioha&irmal power stations owned by
Enemalta Corporation and located in Marsa and itini2ea. These power plants
utilise heavy fuel oil for conventional steam pl@obiler/turbo-generation) and gasoill
for gas turbines.

The Marsa Power Statidmouses the older generation plant, some of whigfass its
expected useful life both from a technical and eoais perspective. A large portion
of the steam plant at this station was purchasednsehand and dates back to the
early 1950s. The Delimara Power Statiloouses relatively new plant, which was
commissioned between 1992 and 1998 mostly using emodand cleaner
technologies.

Equipment Size (MW) | Number Notes
Boilers 60 2
30 4
12.5 2
Steam turbine 60 1
30 5
12.5 2 Not in service
Gas turbine (open | 37.5 1 Cannot be used as
cycle) synchronous compensatar

Table 1 - Marsa power station plant list

Equipment Size (MW) | Number Notes

Boilers 60 2 Pressurised

Steam turbines 60 2

Gas turbine (open | 37.5 2 Can be used as

cycle) synchronous compensataors
Combined cycle gas110 1 2 gas turbines & 1 steam
turbine turbine

Table 2 - Delimara power station plant list

14
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Consumption of electrical energy has been incrgasieadily. This can be attributed
to a number of factors including:

- Growth in the islands’ economic activity;

- Higher standard of living, which has contributedthe increase in electrical
loads; and

- Improved distribution network and use of electrieaérgy.

Until recently, the active power maximum demanddswged in MW) in any one year
occurred on a cold winter day, but now the sumnotive power (MW) maximum
demand has been approaching the winter maximum mtknmaterms of magnitude.
The winter active power maximum demand is assatiatgh the use of electrical
heaters, which are predominantly resistive in ratlihe maximum summer demand
is further associated with the high reactive podemand that is associated with the
increased use of air-conditioning systems.

Action at EU level

A driver to improving energy efficiency in power rggation is the National
Allocation Plan 2005-2007 that has been drawn umdonordance with Directive
2003/87/EC establishing a scheme for greenhousesig@ssion allowance trading.
The two power stations in Malta (operated by Enéapdall under this scope of this
Plan. Under this plan, Enemalta’s power generatistallations have been allocated a
guantified amount of allowances to cover projeatedssions of carbon dioxide for
the three-year period under consideration. If tigallations need to emit more than
they are allocated for, extra allowances need tadmpiired from other participating
installations through the trading market. The amispurchasing allowances would
potentially be passed on to the consumers thromgim@ease in electricity prices.
Alternatively, improving efficiency of power genéicn (in terms of emissions per
amount of electricity generated) would result inigsions lower than the amount of
allowances allocated. This could result in finahg@ns for the installations through
the sale of excess, unused allowances on the ¢raaimket. A second allocation plan
covering 2008-12 will soon be drawn up.

Directive 2004/8/EC on the promotion of cogeneratioombined heat and power)
based on useful heat demand, aims to increaseyeetigency and improve security
of supply. It aims to create a framework for promoetand development of high
efficiency cogeneration of heat and power baseds&iul heat demand and primary
energy savings in the internal energy market, takimo account the specific national
circumstances especially concerning climatic armhemic conditions.

The Integrated Pollution Prevention and Controlebiive 96/61/EC and the use of
Best Available Techniques (BAT) under this direetwill improve energy generation
efficiency (and making energy generation cleangng use of BAT will also be taken
into account in the issue of allowances from thev rentrant reserve to new
installations under the emissions trading scheme.

15
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1A.2 Objectives

Improving energy efficiency in generation and dsittion will have an impact on the
cost of delivered electricity and hence on the tgts competitiveness. It will also
gear any improvements in energy efficiency measialesn by customers and lead to
lowering emissions from the power station and tprioring security of supply.

1A.3 Work undertaken

Government has established energy efficiency asnaortant consideration for the
authorisation of any new generation plant by thdtdMResources Authority and for
the granting of any integrated pollution preventpmrmit by Malta Environment and
Planning Authority.

It is also ensuring, through the budget approvalcess, that Enemalta strives
continually to improve its efficiency of operations

1A.4 Measures proposed

Considering the efficiency of the existing Enemallactricity generation plant, there
is scope for investment in new generation to ragseergy efficiency levels.
Complementary to measures proposed in other sectiothis policy, Government
will:

- Ensure that electricity producers seek ways toemee the efficiency of the
electrical power generation plants, either by imprg the efficiency of
existing plant, or by retiring of older inefficieptant and investing in newer
more efficient plant;

- In opening up the generation sector to compettiboancourage investment by
the private sector, ensure that applications fath@isations to generate
electricity are decided on the basis of, amondstrothings, considerations of
energy efficiency;

- Improve the efficiency of the distribution network;

- Implement demand management measures intended toeade the
discrepancy between peak and minimum loads;

- Promote the generation of electricity produced framgh-efficiency
cogeneration plant in industry that uses heat awlep in its manufacturing
process

16
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PoLicy AREA 1B: ENERGY END-USE EFFICIENCY

1B.1 Background

Energy efficiency by consumers is so widely acogpii@t it seems inconceivable that
it needs promotion by Government. Action in thenfoof informing the public and
facilitating uptake of schemes will be taken. Theslecounteract barriers including:

- alack of visibility of savings potentials and hatdcosts of inefficient energy
use;

- limited access to capital considering the long pakbof energy efficiency
measures;

- lack of knowledge on the cost-effectiveness, retand risks of investments
in energy end-use efficiency

- investor-user dilemma where owners of buildingioe-car companies try to
minimise investment costs in efficient energy-usiteghnology since the
resulting higher running and energy costs fromgisass efficient technology
will not be paid by them but by their clients.

Action taken in this sector will be mainly intendedhave a long-term effect, without
restricting the possibility of an increase in jtiable energy consumption, due, for
example, to strong economic growth or structuraingjes.

Action at EU level

The current EU strategy is to ensure the developmiemarket based instruments to
encourage energy efficiency. There are limitatibmswhat such instruments can
achieve and the manner of their implementationuichsa small economy as Malta,
due to the small size of the market.

Directive 2002/91/EC on the energy performanceuilings was enacted to promote
the improvement of the energy performance of bagdj taking into account outdoor
climatic and local conditions, as well as indooimate requirements and cost-
effectiveness. This directive still needs to bas@osed into national legislation.

Directive 2006/32/EC (just published) sets targetsrgy efficiency achievements in
energy end use for each Member State with a cuivelsirget of at least 1% of
inland energy consumption for each year reachitajed 9% reduction within 9 years.
The idea is to improve energy efficiency in all arsg sectors, with a view to solving
environmental, self-sufficiency and cost problemiilev adequately providing for
increasing needs for lighting, heating, cooling andtive power without major
upheavals. This is especially true when seen inigine of the Kyoto Agreement to

17
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reduce carbon dioxide emissions, where improvedggnefficiency will play a key
role in meeting the EU Kyoto target in an economdy.

A number of directives have been enacted on enkatgsiling, including Directive
2005/32/EC setting a framework for the setting ob-design requirements for
energy-using products, energy labelling for velsicknd the energy star program for
office equipment.

The Commission did not consider the individual peof legislation sufficient and a
green paper on energy efficiency (Com(205)265) \eamched in June 2005 for
public consultation.

1B.2 Objectives

Energy efficiency measures in end use will enhaheecountry’s competitiveness.

Efficiency improvements will translate into lowanexgy bills for customers, or, more
likely, higher productivity and greater comfort fibre same expenditure in energy. In
the commercial sector, an improvement in energgieffcy will result in an increase

in productivity, which translates into higher incesnand may contribute to higher
demand. In the domestic sector, the extra effigiemay be offset against greater
comfort from the same expenditure in energy.

Energy efficiency measures will also have an effent security of supply and

emissions, since due to the inherent physics ofeational power generation, each
kWh saved at the consumer’s side will have a miigtigffect of around two to three

kWh on the net inland fuel consumption figures.

1B.3 Work undertaken

Government has appointed green leaders for theicpgbttor, entrusted amongst
other things, for encouraging energy efficiencyha sector. MITI has also drafted a
corporate energy policy for these green leadergnsure a coordinated effort in

reducing the negative environmental impact of Goremnt investments and to ensure
that entities operate in the most efficient mararat with the least possible cost.

The Water Services Corporation has been partigulatccessful in reducing
electricity demand from a peak of around 15% ofeddictricity exported from the
power stations in 1995 to around 6% in 2004. SimAtark has been carried out by
other large energy customers.

Government provides a grant on the purchase ofreleshicles of 15.25% of the
purchase price up to a maximum of Lm500. A simiggant is provided by
Government to subsidise roof insulation in the detesector.

Enemalta and the Water Services Corporation hase sthrted indicating on energy
bills the consumption by domestic consumers contpavéth the previous
consumption of the same customer and against teemg® consumption for similar
consumers.
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The Malta Resources Authority is currently workiog a national action plan
whereby sectors have been identified for detaitedys with a view to establishing
knowledge-based targets and implementing sectai{&penergy measures.

Malta Enterprise and the Malta Tourism Authorityv@aalso been very active in
funding energy efficiency measures under the 2002086 structural funds. The
current schemes are now closed.

At least one local bank is also providing subsidis@ans for investment in energy
efficiency.

The Housing Authority, following the pilot energgwng project at Birkirkara tal-

Ftieh, has decided that the following energy saviegtures will be incorporated,

where possible, in its housing projects as fromudan 2005: Double glazing in

apertures, window and door louvers, roof insulgtistorm water cisterns, and solar
water heaters. The specific results of the pilaijgut still have to be calculated
following the monitoring exercise that is still wravay, and these will be taken into
consideration when taking the necessary stepshanee further the design of new
projects to achieve better energy performance.

1B.4 Measures proposed

The developments that will be undertaken in thigarewill follow the proposed EU
directive that establishes best practice for en@ffjgiency in the EU. Government
therefore will:

- Bring all current initiatives within a more holisthational energy efficiency
action plan by 2007 including targets for enerdicefincy up to 2015;

- Ensure that competitively priced energy services mmade available and
promoted to final customers;

- Adopt exemplary energy efficiency practices in plsblic sector;

- Develop and adopt legislative and administrativetriiments to achieve
energy efficient and environmentally friendly buigs and services;
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PoLicy AREA 1C: ENERGY EFFICIENCY IN TRANSPORT

1C.1 Background

A reduction of fuel consumption in the transporttee can be achieved through an
improvement in efficiency in transport in generalthough vehicle performance is
expected to improve in this regard, this is uniitel have any significant effect in the
near future. However, if mass transportation caninpgroved to the point where
current private vehicle users are attracted togupublic transportation then there is
likely to be considerable room for improving theuntry’s transportation fuel bill.
This will concurrently generate other improvememsiuding reduction in air and
noise pollution and other direct and indirect bésefssociated with reduced
pressures on the transport infrastructure.

Socio-economic developments, including an increas¢éhe household disposable

income, status associated with car ownership, tispeland use developments and a
public transport service which does not reflect therent travel demands, have

resulted in the rise in car ownership and use. &@léhe net result is one of high fuel

consumption.

The age of the national vehicle stock has impraowvedecent years though 33% of
vehicles are over 10 years old, and another 41%etweecen 6 and 10 years old.

Action at EU level

EU institutions are currently working on a propof@a0OM (2003) 739) that will set

targets energy efficiency achievements in energlyuse for each Member State with
a cumulative target of at least 1% of inland enecgysumption for each year
reaching a total 6% reduction within 6 years. Pathese reductions will have to be
achieved in the transport sector, through a vaonétpeasures.

The EU's aim is to reach - by 2010 at the latest average COemission figure of
120 g/km for all new passenger cars marketed inJthien, based on the following
three options:

1) Agreements committing the automobile manufactute reduce COemissions
from passenger cars mainly by means of improvedcieektechnology. Through the
current EU voluntary agreement, car manufacturenge hagreed to reduce carbon
dioxide emissions of new cars by 25% on 1995 lebgl2008, effectively securing
better fuel efficiency.

2) Improvements of consumer information on the -eenomy of cars, including a
Directive relating to the availability of consumi@formation on fuel economy and
CO2 emissions in respect of the marketing of ness@ager cars
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3) Market-orientated measures to influence motgrishoice towards more fuel-
efficient cars. This led to a proposal from the @assion for a Council Directive on

passenger car related taxes that aims, interatlimtroducing a CO2 element in the
calculation of car taxes for those Member Stataesliave such taxes.

A proposal for a directive (Com(2005)634) issue lia 2005 requires that 25% of
vehicles >3.5 tonnes purchased by public bodieslaen vehicles.

1C.2 Objectives

Energy efficiency will help meet all three policypjectives. In particular, energy
efficiency in the transport sector could have aidicant impact on climate change
and air pollution, particularly in town and villagentres since transport accounts for
around 50% of energy end use in Malta.

1C.3 Work undertaken

The white paper on transport being implemented byeBhment envisages a number
of measures that lead to improved energy efficiendyansport.

In an effort to increase the usage of the publogport service, a number of buses
have been replaced and improvements carried dbetpublic transport infrastructure

and in providing reliable passenger informationjlevicertain bus routes have been
restructured and new ones introduced. Concessidaagg for elderly and students

were introduced to improve accessibility for trengport disadvantaged.

The white paper envisages the following measuraisviill have an impact on energy
efficiency:

- Re-organise the operations and upgrade the infiiate of the public
transport system;

- Restraining non-essential car use by parking maneage to restrict the
availability of free parking, promoting employmesthemes to encourage
commuters to use public or shared transport, iotcod) car access
restrictions and integrating land use and tranggartning ;

- Increase the accessibility for pedestrians, cygligtirough the use of safer
infrastructure;

- Develop guidelines for good practices in urbandpamt planning;
- Commission feasibility studies on alternative masssit systems for Malta.
In addition, other actions being envisaged in taadport sector include:

- Introduce improvements to the national single ehapproval system that
would result in a reduction in the importation ¢der vehicles imported from
outside the European Union;
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Carry out more vehicle roadworthiness and vehiclession checks by the
roadside.

1C.4 Measures proposed

Government will:

Support initiatives at EU level to promote the mfacture and marketing of
more efficient vehicles and components;

Undertake advisory services intended to changduddés and influence
behaviour in transport use;

Ensure that transport policy and its implementaton to improve efficiency
in energy use in the transport sector with paricidmphasis on public
transport systems;

Promote the use of more efficient or environmewtalendly alternative fuels
for transport and/or modes of transportation;

22



Ministry for Resources and Infrastructure June 2006
A proposal for an energy policy Status: Publicsdtation Draft
Document Reference: energy policy060629 public ebason.doc Revision: PC/01

PoLicy AREA 2: REDUCING RELIANCE ON IMPORTED FUELS

Policy statement: Government will continue to provile opportunities in oll
exploration, and support the reasonable developmendf sources of renewable
energy.

Background

While the benefits of undertaking all necessaryoacto ensure that the demand for
energy is the minimum required to meet social asahemic needs are self evident, a
parallel and equally beneficial step is to try émluce Malta’'s total dependency on
imported fuels for its energy requirements.

Indigenous oil production offers the possibility efiminating this dependency.
Though efforts have not yielded any results so gaccess in oil exploration efforts
will reduce the energy dependency on foreign sausamnificantly.

Renewable sources of energy are the long-term mmfochoice, offering socio-
environmental benefits, such as lower externalitibeen compared to conventional
generation. At the same time, their potential ia #nort term is limited due to the
capital cost, intermittency and the period of aafaiity of such energy. A
contribution of 5% or less from renewable sourcaot be considered as significant
from the point of view of reducing the relianceiorported fuels.

The renewable sources that could be exploited iiayiprovided that their feasibility
can be demonstrated, are:

- Large scale wind (onshore, offshore);

- Medium and small scale wind (medium scale 20kW- B@0and micro-scale
< 20 kW);

- Solar (photovoltaic)

- Energy crops & waste;

- Landfill gas;

- Sewage treatment plant gas;

- Biogases;
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PoLicy AREA 2A: OIL EXPLORATION

2A.1 Background

Malta has no indigenous fossil fuel. Although exptmn for petroleum has been
going on since 1958, no commercial discovery hasgen made. This activity has
led to the identification of numerous prospects #mel drilling of 12 exploratory
wells. Several drillable prospects remain to béetksind the possibility of making a
commercial discovery in the future is realisticajlyod.

Most activity is carried out offshore in an areaatfout 70,000 kfmparcelled into
blocks and made available to the oil industry fquleration. Geologically, this area is
made up of different sedimentary domains some oichviproduce petroleum in
nearby Sicily and Libya. In particular, the Ragssin of SE Sicily extends in the
northern parts of Malta’s offshore while in the gguhe oil prolific Lower Eocene
nummulitic trend of offshore Libya and Tunisia ees to extend well inside Maltese
acreage.

In Malta, subsoil natural petroleum resources kgpltmthe State. According to the
Petroleum Production Act, the Government may déegampanies the right to
explore and produce petroleum. There are two cagyof licences, an exploration
licence granted under an Exploration Study Agregmand an exploration and
production licence granted under a Production 8&garContract. To facilitate
applications, model texts of these agreements abésped and distributed to the oil
industry.

An exploration licence is restricted to prospectiagtivities and is normally
undertaken under an Exploration Study Agreemeritghees its holder an exclusive
right to prospect for petroleum in a specified afElae agreement is for 2 years but
may be extended up to 5 years. During this perwod, for an additional 3 months
after the termination of the agreement, the holaery negotiate to convert the
exploration licence to an exploration and productioence.

Petroleum can only be developed under an exploraia production licence. Such
licences are granted under Production Sharing @ctstiand are valid for a period of
30 years that may be extended. The licence giwe$iadtder an exclusive right to
explore and extract petroleum in a specified area.

Action at EU level

EU legislation on oil exploration has been tranggomto national legislation as
Legal Notice 320 of 2001.
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2A.2 Objectives

Domestic production of oil can contribute towardswing security of supply by
reducing reliance on imported fossil fuels. Natugak sources, if utilised for local
electricity generation, would also contribute todsreductions in emissions.

2A.3 Work undertaken

Exploration and production of petroleum in Maltgogts a favourable legal and fiscal
regime. Under the current legislation, the proce$sgranting exploration and

production permits is short and of a duration cotibpe with the decision-making

process of oil and gas companies. Moreover, specifientives exist for exploration
and exploitation in water depths greater than 250he sharing of revenue derived
from petroleum also encourages the exploitatiomaifginal discoveries.

2A.4 Measures proposed
Government will:
- Seek to intensify exploration by oil companies

- Negotiate with neighbouring countries where disguieundaries exist, with a
view to enabling oil exploration to take place urrently disputed areas
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PoLicy AREA 2B: RENEWABLE SOURCES OF ENERGY

2B.1 Background

Studies on the availability and potential of renblga energy sources and
consideration of available technologies that wengied out indicate that wind, solar
photovoltaic (PV), solar thermal, biomass wastasdfill gases and sewage treatment
plant gas offer some potential for exploitation. @re other hand tidal flow,
geothermal, hydropower, biomass energy crops anee v not appear to offer
significant opportunities for exploitation on a comrcial scale.

Given the specific opportunities offered by winddasolar (PV and thermal) and
biomass (waste), these issues are treated separatieis policy.

2B.2 Objectives

Use of renewable sources of energy will contriiateards mitigating climate change
as less carbon will be released into the atmospdaiidowards lower air pollution as
such sources of energy do not release gases sugldaand SQ. This policy will
also have a positive, though marginal, impact @usg of supply.

On the other hand, electricity generated from reaidg/sources of energy available in
Malta (primarily wind and solar) will most likely eed support mechanisms to
compete with conventional electricity generatiohefle are also, at present, technical
problems due to the characteristics (intermittefme,intensity) of most renewables.

2B.3 Work Undertaken

Government has funded a study on the developmeatstfategy for the exploitation
of renewable energy sources in Malta. The strategprporates the legal and
regulatory aspects, economic and fiscal aspects addinistrative issues and
procedures for the introduction of renewable enetdmtil the completion of this
strategy, the Malta Resources Authority in conjumctwith Enemalta Corporation
has drawn up transitory arrangements for licensm@ll-scale electricity generation
from RES.

Further details related to wind and solar energy lsinmass are specified in separate
sections of this policy and will be amplified irseparate strategy document.
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2B.4 Measures proposed

In order to promote all forms of RES, Governmerit: wi

- Continue the development of a strategy for the pton of RES to meet
2010 targets and identifying which cost efficierifods are necessary to
establish and achieve longer term targets;

- Establish support mechanisms for RES electricity;

Measures related specifically to wind and solargyn€PV and solar heating) and to
biomass (solid waste, wastewater and biodiesel)istesl in separate sections of this

policy.
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WIND AND SOLAR ENERGY

2Bi.1 Background

Large onshore wind is the most cost-effective tetdgy though visual and landscape
impacts and cumulative effects are likely to béoses obstacles to large onshore wind
farm construction in Malta and Gozo. Governmertiscerned of the high visual and
landscape impacts within the urban Maltese enviemtnassociated with large-scale
on-shore and near-shore wind-farms and such dewelofs will not be authorised for
construction. Offshore wind is the second bestrteldgy option in terms of costs and
development would require resolving technical issa® well as issues relating to the
conflicting use of available sites. There are leasrito uptake of micro-wind because
of the planning constraints that are likely to orage due to visual impacts on the
Maltese townscape. The current Maltese planningndraork is more favourable to
medium scale wind exploitation but this comes at@mnomic cost.

The PV resource potential in Malta is enormous gouhis requires financial
support.

Solar energy for thermal applications (solar wabeaters and potentially solar
cooling) is another potential RES application.

Action at EU leve

EU Directive 2001/77/EC on the promotion of elestyi produced from renewable
energy sources in the internal electricity markas tbeen transposed into local
legislation through LN 186 of 2004.

The promotion of electricity produced from reneveal@nergy sources is a high
Community priority for reasons of security and dsification of energy supply, of
environmental protection and of social and econornitesion. RES is also a major
priority area within the EU through the supportvairious programmes seeking its
development and uptake (e.g. FP6, Intelligent BhégEurope etc.).

Amongst other things, Directive 2001/77/EC requitles establishment of national
indicative targets by Member States for the eleityriproduced from renewable
energy sources. Government has notified the Conmwnisthat the potential for
electricity generated from renewable energy sous;dsr 2010:

» Large scale wind farm: 30GWh

» Solar photovoltaic: 0.5t0 1.1GWh
* Medium scale wind: 1.5GWh

* Solid waste: 0.68GWh
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2Bi.2 Objectives

Wind and solar applications contribute to climatarmge mitigation, though they may
have significant adverse environmental effects igavisual). They may contribute
towards competitiveness when the cost of elegrigibduced from PV’s and wind
farms becomes cheaper than the cost of convenygmalduced electricity.

2Bi.3 Work Undertaken

The generation of electricity using PV panels witlpeak installation capacity of
3.7KW is being permitted to connect to the eleityrigrid subject to established
conditions. Permits issued by Enemalta Corporafitrconnection to the grid have
been simplified durin@004 with the objective to reduce administrativeriess. A fast-
track notification system for small-scale auto-get@rs has been established where the
maximum capacity of the installation is less thafk®/p. Separate permits and authorisations
may also be required by Enemalta Corporation and tretaviEnvironment and
Planning Authority.

As part of the transitory arrangements, the amaidrelectricity generated in such
cases and supplied to the grid is purchased by Elt@r@orporation at the rate of 3
Malta cents/kWh. In the budget for 2006, Governmgst introduced a number of
financial support measures in favour of small sé¥S. To increase the penetration
of electricity generation from PV systems, a cdmjtant of 20% (maximum Lm 500)

is being given to domestic households.

Government also increased the one-time grant 8ialiation of solar water heaters to
25% (max Lm 100) from 15% (max Lm 50) for 2006. Tingtwork operator also
provides, when a solar water heater is installednéw buildings, a rebate on
connection fees (of Lm 60). Between 2001 and 2@@3)00 solar water heaters were
imported in Malta and penetration is estimated-8% During 2004, there were 363
applications for Government grants.

Government further announced that this 25% gramtx(iom 100) is also applicable
as a capital subsidy on installation of micro-saeiled generating systems.

During 2004, the Malta Resources Authority has alstommended to the Malta
Environment and Planning Authority the review amdeadments to the Policy and
Design Guidance 2000 with respect to planning psrior photovoltaic installations
and solar water heaters. This was done with thedimeducing existing planning
barriers. The Policy and Design Guidance 2005 wadewed by the Malta
Environment and Planning Authority and a numbethefrecommended amendments
incorporated in these revised guidelines.

Between September 2004 and January 2006, the [Rakkaurces Authority received
9 notifications for installation of photovoltaicstallations with a capacity less than
3.7 kWp. The total installed capacity of these afiations is estimated at
approximately 15 kWp. The annual electricity getierais estimated to be 22 MWh.
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While the current transitory measures have fatédahe administrative aspects for
licensing of small-scale solar energy installatiansl reduced bureaucracy in dealing
with the administrative aspects, the uptake has,bgeto now, still low. This may be
expected since existing payback periods for PVallatons with the current feed-in
fees are very long.

The government is also assisting financially thetalation of solar water heaters.
The Institute for Energy Technology is providindgree service to audit solar water
heaters.

2Bi.4 Measures proposed
Government will:
- Promote small-scale RES systems;

- Promote off-shore wind farms if viable and feasible
- Promote solar thermal applications.
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BioOMASS

2Bii.1 Background

This policy area covers biomass, landfill gas, sgwdareatment plant gas and
biogases. Biomass is the biodegradable fractiopreducts, waste and residue from
agriculture (including vegetal and animal substahctorestry and related industries
as well as the biodegradable fraction of indusairad municipal waste.

Malta is a country with negligible potential in hiels from agriculture. The limited
freshwater resources (50% of potable water is seghpirom desalination), high
population density and poor soil fertility contribuo these factors. This is confirmed
in a 2003 report by the Joint Research Centrepaa jdtaly.

Industrial and domestic waste is the only substhrgource of biomass. In this
respect, Government politgo far has been as follows:

- to reduce the quantity of waste and to encouragjeehilevels of reuse;

- toincrease recycling and composting;

- further development of energy recovery technolggies

- safe disposal of residues that cannot be othemas®aged.

A study on energy recovery from waste is beingiedrout by Government through a
Working Group on Waste-to-Energy. Recommendatioe®apected soon.

The two options for use of biomass as an energgymtoare:
- Generation of electricity from landfill gas, sewageatment plant gas, waste
and biogases (anaerobic digestion waste treatraeitities); and
- Production of biofuels from waste cooking oils.

Biofuels are liquid or gaseous fuel produced frolmnass. There is potential for
waste oil to be collected and converted to biodiddexed with fossil diesel in ratios
up to 5%, it can then be used directly in recemtiyrketed diesel vehicles.

Action at EU leve

EU Directive 2003/30/EC on the promotion of the o$§diofuels or other renewable
fuels for transport has been transposed into legaédlation through LN 528 of 2004.

The Directive aims at promoting the use of biofuefsother renewable fuels to
replace diesel or petrol for transport purposesaoh Member State, with a view to
contributing to objectives such as meeting climatkange commitments,
environmentally friendly security of supply and prating renewable energy sources.

! A solid waste management strategy for the Malisls@ds, September 2001.

31



Ministry for Resources and Infrastructure June 2006
A proposal for an energy policy Status: Publicsdtation Draft
Document Reference: energy policy060629 public ebason.doc Revision: PC/01

Amongst other things, the EU Directive 2003/30/Eguires the establishment of
national indicative targets by Member States fofu®l and other renewable fuels to
be placed on the market calculated based on thrgyenentent of all petrol and diesel
for transport purposes.

Preliminary indications are that the proportionbadfuels placed on the market and
calculated based on energy content, of all petrdidiesel for road transport purposes
by 31 December 2005 will exceed 0.5%. Work is peoaeg on establishing a target
for 2010.

Furthermore, biomass will also be expected to dmue towards meeting the
indicative national target for production of elédty from renewable sources of
energy specified in EU Directive 2001/77/EC on tpemotion of electricity
produced from renewable energy sources in thenateglectricity market. During
negotiations, the indicative target for electriajgggnerated from waste was established
at 3% and Government is currently revising thigéar

2Bii.2 Objectives

The use of fuels derived from waste, such as bsatlievill be beneficial from the
environmental point of view of reducing used obrfr entering the waste stream. It
will also help (to a limited extent) reduce Maltalspendence on imported fossil fuel,
thus improving our security of supply. Finally, duing biodiesel locally contributes
towards a sustainable economy.

2Bii.3 Work Undertaken

During 2003, Government decided to proceed witlingghe use of biodiesel on its
heavy plant. During 2004 and 2005, various Govemmentities, including

Environment Department, St.Vincent De Paule Hogpite Agriculture Department,
the Malta Environment and Planning Authority and tinistry for Resources and
Infrastructure, have made use of biodiesel produoedlly from waste oil. Malta

Environment and Planning Authority together withcdb producers of biodiesel
launched an information campaign on the benefitsadiesel.

The biomass content (i.e. percentage element) endeld biodiesel has also been
exempted from the excise duty. In 2005, approxiigates million litres of biodiesel
were sold. It has been estimated that Governmeanipport in excise duty for this
biodiesel amounted to Lm 157,000.
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2Bii.4 Measures proposed

Government will:

- Recover energy from waste;

- Promote the manufacture of biofuels produced fremigenous sources,
primarily waste biomass;

- Monitor the use of biodiesel and amend strategytargets accordingly.
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PoLicYy AREA 3: STABILITY IN ENERGY SUPPLY

Policy statement: Government will seek to diversifythe current reliance on oil
products while ensuring that contingency plans aren place to cater for short-
term disruption in oil supply. Malta will interconn ect with the European
electricity system.

Background

A secure energy supply is essential for any econtorijourish and Malta’s is no

exception. Malta currently depends on fossil fdelspractically all its energy needs
and, as presently it has no extractible indigenfassil fuel reserves, is totally

dependent on imports of fuels to satisfy its ne&dsthermore, 50% of the island’s
potable water requirements are provided for by Ilded#on of seawater, a process
requires electrical energy.

The risks inherent in such a high dependence oorirag fuels to meet vital needs are
of concern, as an energy supply crisis, actuahaatened, will cause serious social
and economic disruptions. Security of supply off@ins of energy and fuel stocks in
particular is therefore vital.

Malta’s physical isolation makes it heavily depemd®n imported goods and
materials for its domestic and industrial needse Bhlk of imported goods arrive in
Malta by sea so that the availability of fuels @ma going vessels operating to and
from Malta is also vital.

The world scenario is rapidly changing, and meastoensure a stable energy supply
essentially revolve around seeking alternative ggneources to supplement or replace
dependency on oil and planning for disruption insapply.
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PoLicy AREA 3A: DIVERSIFICATION: INTERCONNECTION AND ALTERNATIVE SOURCES

3A.1 Background

The only source of energy used at present in Msaltassil oil (and derivatives). The
major other fuels used or traded in Europe aretrgtéyg, natural gas, coal, nuclear
power and hydro power.

Coal is no longer used in Malta due to its envirental effects and hydropower is
not available in Malta. Nuclear power generationMalta is not considered as a
feasible option.

Natural gas can be transported by pipeline at piglssures in a gaseous state, or by
ship in a liquefied state. The nearest connectioimtp for pipeline are Sicily and
Libya and possibly Tunisia. Liquefied natural gadiquefied at around -170°C and is
transported in special insulated ships. In Maltag-@asification process would be
needed before gas is pumped through a pipelinersytst users.

Electricity interconnection is relatively simples{ang a high voltage direct current
cable with Sicily), which would allow suppliers iMalta to purchase electricity
(including that generated from hydro or other realel sources or nuclear sources)
from producers in other EU states.

The interconnection will involve revisiting Maltajmsition relative to EU legislation
since certain aspects of the present derogatioplkicaple to small isolated systems
that have been applied to date in Malta would pbbbaot be sustainable in the new
scenario. However, on balance, Government belithetshaving an inter-connection
with the European electricity grid breaks once dall the insularity of this island,
gives us security of supply and enables us to adbesmarket of green energy.

3A.2 Objectives

Diversification of sources will provide insurancgaist disruption of any one
particular source of energy, and hence improve rggcof supply. In addition,
properly planned, natural gas may be more environatlg friendly than fossil oil.
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3A.3 Work undertaken

Studies were carried out by Enemalta and thirdigmron the feasibility of
interconnection by electricity cable and naturad ggeline during the past decade.
All the studies showed that both inter-connectiwosild be technically feasible.

3A.4 Measures proposed
Government has decided that Malta will interconreettrically with Europe and ,
will:

- ensure the development of the electricity interemtion with the European
grid by directing Enemalta (as a Government own&dye to issue a request
for proposals for such inter-connection and enagingpany private initiative
that may want to invest in such infrastructure.
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PoLicy AREA 3B: PLANNING FOR DISRUPTION

3B.1 Background

The larger portion of energy requirements has ttier foreseeable future, to be met
through imported fuel. The most feasible solutianfar is to continue to depend
substantially on fossil oil products. Planning &drdisruption is an essential element
of ensuring security of supply.

Action at EU level

A two-pronged approach has been devised by the &Uetal with oil supply
disruption.

EU Directive 73/238/EEC provides for measures tdaien by competent authorities
to mitigate the effects of difficulties in the suppf crude oil and petroleum products.
Article 2 (2) of this Directive establishes that ileer States are to draw up
intervention plans for use in the event of diffioes arising with regard to the supply
of crude oil and petroleum products.

EU Directive 68/414/EEC requires that Member Staies to maintain a 90-day
security stock of oil. Any withdrawal below the rmmum level is to be notified to the
EU Commission with full details. Malta negotiatettransition period with the EU up
to 31st December 2006 for the full implementatibthes directive.

The types of oil products imported in Malta ande®d by this directive are:

- Category 1 - gasoline (petrol: unleaded and lepthcement) for automotive
use;

- Category 2A - aviation fuel and jet fuel used by #viation industry;

- Category 2B - kerosene used for heating and cogkimgoses and gasoll
(diesel) used in power generation, by industry fanéutomotive use;

- Category 3 - fuel oil used for heating purposestanohdustry and heavy fuel
oil for power generation;

Liguefied petroleum gas is also used in Malta, myafior cooking. This is not one of
the products for which 90-day storage is requirgdB legislation or is being
implemented.

3B.2 Objectives

Planning for disruption will aid security of supplyhere are environmental costs
(since the storage of fuel can have environmentisrthat would need to be
minimised) and obvious financial costs.
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3B.3 Work undertaken

Government has prepared a plan is to deal rapidly avdisruption in the supply of

oil and to mitigate the impact and offsetting tregative effects arising from such a
disruption, intended to deal with varied situatioasging from industrial disputes, to
fire at storage depots to international oil crises.

This plan is also intended to regulate the distiilou of oil fuels during an oil
emergency in such a manner as to promote and sateguorder of preference:

1. maintenance of the health, safety, welfare andrggaf the community;

2. provision and prioritisation of such essential g@s to specified groups of
users; and

3. minimising the disruption to economic activity.

The plan seeks to identify the risks and incidéedsling to oil supply disruption in
Malta and the responsibilities, procedures and oreasto respond to oil supply
shortages and plan the best options for stockhgldin

3B.4 Measures proposed

In the context of the emergency response plan, Gavent will
- Ensure that as far as possible, the institutiongrination, hardware and
infrastructure are available, ready, and coordohateas to perform efficiently
and expeditiously in any emergency, while leavimg freedom and flexibility
to respond to any circumstance as it arises abeéstshought fit;

- Ensure the availability of stock of oil leading tp 90 days worth of oil
products by 2007 with the least possible costs.
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PoLicy AREA 3C: INTERNATIONAL ACTION

3C.1 Background

Security of supply can be promoted through condeztéort at international level.

Much of what is necessary to achieve major resatita global level needs to be
carried forward through the EU, and through otlmgernational fora. Many of the
wider issues of oil security are already handledugh the EU.

In the Mediterranean context, the Euromed has @jreaen a cooperation framework
set up - the Euro-Mediterranean Energy Forum and\@ion Plan for the period
1998-2002 implemented. The Granada Forum 200Qd(tbinum) is a significant step
in the cooperation process. Priorities have bee¢abkshed in the following main
areas:

- Reform of the legislative and regulatory framewarkd restructuring of the
energy industry;

- Integration of Mediterranean markets and develogrokimterconnections;
- Sustainable development and use of renewable energy

Action at EU level

Malta is a signatory of the Energy Charter Treatg &f the Protocol on Energy
Efficiency and Related Environmental Aspects.

3C.2 Objectives

These actions will all contribute towards improvisgcurity of supply. A external

energy policy is also currently being debated i @ouncil. This aims to guarantee
the supply of energy through energy partnershipgh wroducer and consumer
countries.

3C.3 Work undertaken

Malta participates actively in a number of interoaal initiatives, particularly those
related to the Mediterranean region. In particuibhas been active in the Rome
Mediterranean Energy Platform.
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3C.4 Measures proposed

Government will:

- Actively support international initiatives that Wil

a. promote political and economic stability in the mparoducer countries,

b. improve the climate for energy sector investmenicoerage more
openness and transparency in international eneegiats;

c. ensure the efficient and sustainable use of enegpurces; and

d. halt and address global warming which is a majorceon particularly to
low-lying islands and small states including manyn@nonwealth
countries.

- Continue to strengthen its diplomatic ties with @igr and producer countries
of crude oil and derived products.
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PoLiCcY AREA 4: DELIVERING ENERGY EFFICIENTLY AND EFFECTIVELY

Policy statement: Government will reform the energysector to ensure maximum
competition possible within the limits imposed by lte market, while ensuring
that operators deliver the best quality of serviceat the cheapest possible prices
through market forces complemented by robust regulton.

Background

Enemalta Corporation, a state owned organisat®mrésently the principal entity
responsible for the provision of energy productdVialta. Its functions include the
importation, distribution and sale of all fuels ftire inland and aviation markets.
Enemalta Corporation is also currently the solggian the electrical energy industry
with responsibilities ranging from generation te ttelivery of electrical energy to all
consumers.

Enemalta Corporation was established in 1977 hyeiof the Enemalta Corporation
Act (Cap 272). Enemalta Corporation operated asonopoly in the inland energy
sector while, at the same time, it carried cergaitivities of a regulatory nature.

Following the initial phase of the restructuring thfe energy sector through the
enactment of the Malta Resources Authority (MRA)t A€ap. 423), regulatory
responsibilities for the inland energy sector weaesferred to MRA.

The current market arrangements need to changeodimnmitments to liberalise the
fuel market and to organise the electricity maikdine with the electricity directive
2003/54/EC where the generation sector is operotapetition. This issue will be
revisited as the country interconnects its eleityrigystem with the European grid.

In the opening of the sector to competition, charged reform will be undertaken in
a spirit of prudent innovation. While permittingtiatives, the Government’s policy is
to emphasise caution that will allow stakeholderkearn as the reform proceeds, give
adequate time for regulatory and administrativecedures to be consolidated while
ensuring progress at a sustained rate.

The size of Malta’s energy market is not condu¢oreconomies of scale or of scope.
At the same time, European Union policy for thergpesector is based on the use of
market-based tools. These tools need to be caredsiessed in their transposition
and implementation since they were not designed femall economy such as ours,
where the potential for effective competition isitied since a sufficient number of
competitors is not feasible.

While reform in Malta has been preceded by simeféorts in other countries, which

provide case studies of interest in some aspdwsfuture is unknown and has to be
dealt with flexibly. Benchmarking will also be uséfas an eye-opener to the likely
response of stakeholders and consumers to thenrgiarcess. Indeed, Government
believes that market forces in Malta will not béfistent to bring these about in the

sector.
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PoLicy AREA 4A: COMPETITION AND REGULATION

4A.1 Background:

EU law requires the liberalisation of the impomati stocking and wholesale
marketing of petroleum products and electricityealta, the state-owned electricity
company, enjoyed a monopoly in both sectors.

Fuels

For fuels, EU legislation means that other entegxihave the right to import these
products. It will also give consumers a choice. ldeer, in order to give Enemalta

sufficient time to adapt to liberalisation, Maltguested a transitional period until the
end of 2005 before applying full liberalisation.elrequest was accepted by the EU.
This process started with consultation on theerato be adopted for liberalisation.

Electricity

For electricity, Directive 2003/54/EC on commonesulfor the internal market in
electricity was legislated to ensure the creatidnaofully operational internal
electricity market, in which fair competition prelgato achieve benefits of efficiency
gains, price reductions, higher standards of serar@ increased competitiveness.

Inbuilt in the directive is a possibility (under thale 26) to request derogation from
Chapters IV to VII of the directive, for ‘small isted systems’. These chapters relate
to transmission, distribution, unbundling and tgarency of accounts, and
organisation of access to the system. Derogatitirbeiigranted by the Commission if
there are “substantial problems for the operatioth® system”. Malta does qualify as
a ‘small isolated system’ as defined in the Dinestiand Government gave notice to
the Commission that it would request derogatiomfithe obligation to open up the
market (which obligation provides that customersuliobe eligible to purchase
electricity from a supplier of their choice.)

Government has in fact requested derogation froenrédguirement to ensure that
consumers have the right to an electricity supplietheir choice, because there
cannot be effective free competition in electrigrityMalta, as explained below.

In the electricity generation sector, the numbesugdpliers will be limited because:

- The Maltese electricity system is not interconngdte any other system, and
hence there can be no cross-border trade in @igtri

- The electricity demand in Malta is small with aaloinstalled capacity of
550MW. Technical literature indicates that the mesbnomical sizes of
generation plant are large compared to the Mattaa demand. In practice,
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the size of generation plant installed in Malta basn constrained by the need
to ensure flexibility in operation (i.e. certairapt designed for peak loading or
black start with short ramp-up time, certain pldesigned for base load).

- The only energy source that is feasible for coneaal plant at the moment in
Malta is fuel oil. Investment in such a marketherefore not very attractive
since the risks are higher than in interconnectetllarger markets (due to the
volatility in prices of oil and technical obsoleace)

In the pure supply business (“wholesale customgetk® costs amount only to 1.5%
of the total costs of electricity supplied to cus#rs. In such a situation, competition
will not on the basis of prices, but the good sigzpWill highly branded and possibly
differentiated (e.g. by bundling with non-electiycproducts).

Effective competition in the electricity sectorMualta therefore cannot exist because
the key criterion — a large number of sellers —sdoat exist in Malta. Such a market
structure has the potential for collusion and Ipgbfits.

Furthermore, in order to support free competition electricity markets where

customers are able to choose a supplier of th@icehhighly sophisticated systems
have been developed. These systems are unnecgesshministratively complex and

costly for a market the size of Malta, and areudficient to prevent market failures
such as collusion.

Other transitory mechanisms have to be developeednsure that customers have
access to a competitively priced and secure sanfredectricity. These mechanisms
will be revisited as the country’s electricity st is connected to the European
system.

Action at EU level

The Treaty establishing the European Communityi¢kes 81 and 82), and more
specifically Directive 2003/54/EC on common rules fthe internal market in
electricity, are the main EU legislation for thislipy area.

Regulation

The two main regulatory pieces of legislation ie #nergy sector in Malta are the
Malta Resources Authority Act and the Competitiast. A

The Malta Resources Authority Act established atmat regulator with the
functions:
a) to regulate, monitor and keep under review all ficas, operations and
activities relating to energy, water and minerabigces;
b) to grant any licence, permit or other authorisatimn the carrying out of
any operation or activity relating to energy, wated mineral resources;
c) to regulate and secure interconnectivity for thedpiction, transmission and
distribution of the services or products reguldigadr under the act;
d) to ensure fair competition in all such practicggerations and activities;
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e) to establish minimum quality and security standdafsany of the said

9)
h)

)
K)

)

practices, operations and activities and to regudath measures as may be
necessary to ensure public and private safety;

to secure and regulate the development and maimtenaf efficient
systems in order to satisfy, as economically assiptes all reasonable
demands for the provision of the resources regdillayeor under the act;

to carry out studies, research or investigatioraoy matter relating to the
resources regulated by or under the act;

to provide information and issue guidelines tophelic and to commercial
and other entities on matters relating to the szgdurces;

to regulate the price structure for any activitgukated by the act and
where appropriate to establish the mechanisms wWwhetlge price to be
charged for the acquisition, production, manufagtusale, storage and
distribution thereof is determined,;

to establish the minimum qualifications to be peseé by any person who
is engaged or employed in any activity regulate@dibynder the act;

to establish measures for the protection of therenment in the practices,
operations and activities regulated by or undeitite

to ensure that international obligations entere iy the Government
relative to the matters regulated by or under tieaee complied with;

m) to advise the Minister on the formulation of policy relation to matters

n)

regulated by the act, and in particular in relattonsuch international
obligations;

otherwise to advise the Minister on any matter eated with its functions
under the act;

o) to formulate and implement the policies and striategith short-term and

long-term objectives, in relation to the activitregulated by the act;

p) to perform such other functions as may from timéirtee be assigned to it

by the Minister.

And in relation specifically to energy:

(i)
(ii)

to promote, encourage and regulate the harnesgamgration and use
of all forms of energy; and

to encourage the use of alternative sources ofggnand for such
purpose in accordance with such regulations as lbeagrescribed, to
impose levies on energy produced by non renewahleces and grant
subsidies in connection with the production of ggeirom renewable
sources;

The Competition Act (Chapter 379 of the laws of tdpis a general law regulating
competition in all sectors of the economy in Malthe principles enshrined therein
have been inspired from the corresponding compatgpirovisions in the EC Treaty.
The pertinent substantive provisions are the faltguw

prohibition of agreements between undertakingsisa®ets by an association
of undertakings and any concerted practice betweeertakings having the
object or effect of preventing, restricting or dising competition within
Malta;
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- prohibition of the abuse of a dominant positiondmne or more undertakings
within Malta.

The Competition Act establishes the Office for FRaampetition and the Commission
for Fair Trading as the overall guardians of contipet in Malta. The Office for Fair

Competition (OFC) currently forms part of the Com&u and Competition Division.

The Commission for Fair Trading (CFT) is indepertdesm the OFC.

The European Court of Justice has ruled that tleeggnsector falls within the scope
of the competition rules. The Commission too hgdia@ the competition rules to the
energy sector. Indeed, the effective applicationAaficles 81 and 82 EC are
considered as essential tools to ensure that libatian is not undermined by anti-
competitive conduct on the market and in recentsyéfzere has been a considerable
increase in activity to enforce these rules, botimfthe regulators and by third parties
eager to gain access to the market. The Commisssnalso dealt with electricity
mergers and aims to ensure an effective mergecypadi enhance competition in
energy markets. In the context of several merggrs, Commission has imposed
appropriate remedies.

The OFC and the CFT are responsible for the imphtatien and enforcement of the
competition rules in all sectors of the market astained in the Competition Act and
in the Regulations enacted under it and in Arti@&sand 82 of the EC Treaty where
there is an effect on inter-state trade (as, fetaimce, in the case of interdependent
networks). The OFC and CFT can therefore also rdtexercise their powers in the
energy sector. In the interpretation of the law amdnalysing cases the OFC and the
CFT will have due regard to the EU correspondirggslation and will be guided by
EU case-law.

In terms of Article 4(1) of the Malta Resources Warity Act (Cap 423), the Malta
Resources Authority has as one of its functionsetiguring of fair competition in all
practices, operations and activities relating tergy, water and mineral resources.
The MRA Act moreover empowers the Minister resplesto make regulations in
this respect, where the function of the MRA is liert amplified. At law, the MRA
also has a role to play in promoting and protectiognpetition in the energy sector. In
performing this function the MRA enforces the sedpecific regulation and in doing
so plays an ex ante role. The OFC, on the othed,lialays an ex post role under the
general competition law framework.

At the same time, the Enemalta Act (Cap 272) prewidor the House of

Representatives to approve the financial estimates the accounts of Enemalta
(Articles 21 and 22), and for Enemalta, with th@rapal of the Minister responsible

for Enemalta, to establish prices for tariff of qga$, fees and charges within price
structures that are established by the MRA.

4A.2 Objectives

Action in this policy area will affect mainly theompetitiveness of supply of
electricity. It will have little effect on achievemt of the other two objectives. In
addition, diversification of fuels, assuming the#ability of the required technology,
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can be economically beneficial through allowing teneration of electricity using
the cheaper fuel at any one time.

4A.3 Work undertaken

The electricity generation market has been libsedliand the legislative structure has
been put in place. Fuel supply at the airport s laeen liberalised.

The regulator has intervened in the sector in abmunof disputes but there is
otherwise little experience in Malta so far relgtbo competition issues in the energy
sector.

4A.4 Measures

In order to ensure that the appropriate reguladesrsight is maintained, Government
will:

- Regulate the energy sector using practices andigslithat are coherent,
impose minimum bureaucratic obligations and arstl@arusive and ensure
the minimum duplication and conflict with existirsgyuctures, while aiming
towards affordability of fuels and customer proiact and where possible
open up the market to competition;
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PoLicy AREA 4B: OPENING UP THE FUEL SECTOR TO COMPETITION

4B.1 Background

All fuels in Malta for inland use are imported asired by Enemalta Corporation.
Enemalta is responsible for the importation, disttion and sale of all fuels for the
inland and aviation markets. Enemalta Corporati@nkets these fuels in wholesale
to retailers who are licensed by the MRA for theafic activity.

The retail of fuel for automotive use, i.e. dieseid petrol (leaded and lead
replacement petrol) is carried out by fuel-fillingtations. Other fuels, namely
kerosene, gas oil and light cycle oils are usednblystry, commercial outlets, and
households. These are served by a retail distobusystem of ‘jobbers’ and
‘hawkers’.

Enemalta’s current monopoly in the importationrag@ and wholesale marketing of
fuels will cease. Currently the MRA issues a numbieticences in the fuel sector
including licences for petrol stations, jobberstdsene hawkers and gas distributors
while Customs issues certificates of approval istharised traders. The basis of the
existing licensing regime is not considered satisfigy. It has developed and grown
up with successive agreements between the Enemradtérade associations and was
not administered properly, transparently or unifigrm

The bunkering sector was liberalised with the idtrction of the Bunkering (Fuel)
Tax Act in 1995 when the then existing restrictiovere removed and new licences
were issued.

4B.2 Objectives

A reform of the fuel market will mainly ensure thhe overall quality and costs of the
services provided to consumers will improve. It malgo contribute towards
improving security of supply by apportioning respitilities appropriately.

4B.3 Work Undertaken

The Government has commissioned a study to agsist the development of a
strategy for the reform of the inland fuel markigte scope of this study is to evaluate
and to select the most suitable strategy for therdilisation of the fuel supply market,
based on the pre-established criteria, Governmesg®oral policy and Malta’'s
international obligations.
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The work incorporated an analysis of the existimgl inarket situation and structure
including the legal and regulatory regime, licegsand administrative framework,
Governmental obligations, economic and social assest and environmental
considerations and their various interactions. Agutatory framework and
intervention including legal, technical, fiscalo@omic and administrative procedures
has been developed.

4B.4 Measures proposed

Government will:

- Reform the fuel market by adopting the necessayal]edministrative, fiscal,
economic measures consistent with Government didigg economic,
environmental and social considerations and sti@tEmcerns;

- Establish satisfactory design and operating stalsdéor operators in the fuel
market;

- Monitor and enforce compliance to standards andctanpetition;
- Divest Enemalta from operations in the fuel sector
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PoLicy AREA 4C: AN EFFECTIVE ELECTRICITY SECTOR

4C.1 Background

Three distinct activities can be identified in #lectricity sector.

- Generation is the activity dealing with conversadrfuel (or renewables) into
electricity. This sector is open to competition.

- Distribution deals with the transport of electycin a distribution network.
This is a natural monopoly and will be carried bytEnemalta.

- Supply deals with retail to customers. Governmenteiquesting derogation
from the Electricity Directive to ensure that thastivity is carried out by
Enemalta until Malta interconnects with the Eurapekectricity system.

In this context, Enemalta Corporation is a key ptan the electricity sector in Malta,
even though the generation sector is now open topettion. Its experience and
stature have been a valuable contribution to sicofielectricity supply.

A survey of 550 domestic electricity consumers manly chosen from the Malta
Telephone Directory indicated main concerns to be:

Priorities in respect to electricity service:

- Low prices 36%

- Uninterrupted supply 21%
- Protection of the environment 35%
- Other 8%

Current electricity prices:

- too high 64%

- reasonable 32%

- too low 4%

The policy in this sector will therefore revolve ensuring that the Corporation is
restructured and rendered efficient to competeessgfally in a liberalised generation
market and renders the electricity supply in Maha cheapest possible within the
parameters of quality, environmental and fair cotitipa standards.

4C.2 Objectives

A reformed electricity sector will introduce compien in generation, leading to
greater efficiency and reduced costs in the sector.
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4C.3 Work undertaken

Legislation that ensures competition in generahas been enacted and criteria for
the authorisation of new generation plant publisHedvate investors have already
shown interest.

4C.4 Measures proposed
Government will, through appropriate legislation,

- Ensure that Enemalta becomes the most cost effeotiganisation possible
within social and environmental constraints.

- Ensure that there is free entry into the competigeneration market.

- Take measures to ensure security (including secofitsupply); regularity,
quality and price of supplies; environmental prttet (including energy
efficiency and climate protection) social and egoitocohesion and customer
protection.

- Ensure that technical safety criteria are defined #hat technical rules are
developed establishing the minimum technical desam operational
requirements for the connection to the electrisitgtem.
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PoLicy AREA 5: ENSURING THAT THE ENERGY SECTOR CAN DELIVER

Policy statement. Government will ensure that fisch policy and policy in
education and research support the general objects of ensuring security of
supply, environmental protection and competitivenes.

PoLicy AREA 5A: FISCAL POLICY

5A.1 Background

Used judiciously, taxation can serve to achieveéageobjectives by placing a value
to a cost or benefit that is not valued by the regrlsuch as environmental
externalities. An example is the removal of exdaer on biofuels that served to
stimulate the market.

The fiscal area is constrained by the Directive 3I96/EC restructuring the
Community framework for the taxation of energy pro and electricity. Malta has
obtained transitory arrangements on this direcéollows:

- Electricity: 50% of EU minimum rate as from 1 Jd02 till 2010

- Gas oil and kerosene used as propellants: 245€/1iD@D10

- Unleaded petrol used as propellant: 287€/1000 @10

- Leaded petrol used as propellant: 337€/1000| G2

- Natural gas used for heating: 50% of EU minimure e from 1 Jan 2007 till

2010

- Solid fuel: 50% of EU minimum rate as from 1 Ja®2ill 2010
Structural and national funding will also be utlis judiciously to support key
Government initiatives.

5A.2 Measures proposed
Government will:

- Continue to implement the transitory arrangemenots énergy taxation as
agreed with the EU;

- Use fiscal policy to promote environmental and ofBevernment priorities in
the energy sector;

- Allocate funding from the Cohesion Policy 2007-18 the energy sector,
including funding for energy efficiency measuregl alternative sources of
energy
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PoLicy AREA 5B: EDUCATION AND RESEARCH

5B.1 Background

Research is essential to ensure that the sectalagesvin line with the highest
standards internationally. Demonstration projectd anovative introduction of the
latest technology has been successfully appliedhiar sectors and there is advantage
in applying such skills to the energy sector. Theé lias a number of initiatives that
could support financially, and through access toeotinstitutions, such research.
However, in Malta, there is a need for a structapeproach to research in energy.

The achievement of the policy objectives also nexputhe availability of a skilled
workforce. Education is essential to maintain aededbp energy systems that provide

high quality supply.

5B.2 Measures proposed
Government will:

- Promote research projects of direct benefit to &Ja#tind exploit best the
specific conditions, particularly climatic, in Malt

- Develop analytical (energy modelling scenarios, idatbrs) and sector
monitoring tools to develop perspectives on lomgitdemand and supply.
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PoLicy AREA 5C: INVESTMENT AND INDUSTRY PROMOTION

5C.1 Background

Malta is located at the centre of the Mediterran@athe midst of all offshore oil and
gas activity in the region. This makes for shofilirs distances to the major offshore
platforms in the area, and to the main ports inefily Tunisia, Libya and Egypt.
Malta has served as a base for the major oil opex;atirilling contractors and pipe
laying contractors in and offshore North Africaripaularly Libya. It has extensive
berthing, key and storage facilities.

Other benefits Malta has to offer include:
* Longstanding experience in servicing the oil ansligdustry.

» State-of-the-art transshipment terminal and diatkpfacilities within a free
zone environment

» Storage and warehousing facilities, including erhtinal
» Expertise in manufacture, repair and conversioshgss and rigs.
* Excellent telecommunications facilities

In the local context, the strength of Malta in tbié and gas industry lies in its
strategic location and its use as a logistics amditime base. In particular, Malta
Enterprise is considering targeting the followingamisations during 2005 — 2010:

- companies involved in the maintenance and repailafgs and installations,
tapping into the skills of people deployed in thregess as well as the close
proximity of the market; and

- logistics centre for the distribution of oil in tihdediterranean and back office
support tapping once again on the geographic locatf the island thereby
creating synergies with the logistics sector amdstmared services sector;

It also encourages the development of specialishsarto build internationally
recognised centres of excellence in this sectdr ighly focused training institutions
and research and development organisations.

5C.2 Measures proposed
Government will, through Malta Enterprise:

- Promote investment in the oil and gas sector, ancemewable sources of
energy and energy efficiency, and pursuing jobt@ean the energy industry,
serving both Malta and other counties;
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SUMMARY — OBJECTIVES AND POLICY MEASURES

This section links up the measures proposed wighdijectives set for the energy
policy. Each measure will have a positive impactbleast one objective.

Protection of the Environment
The objective of protecting the environment will &ehieved through the following
measures. These will mainly impact carbon emissamasimprovement in air quality.

- All measures intended to improve efficiency in oéenergy (Policy area 1)

- All measures intended to promote the use of renkwaburces of energy
(Policy area 2)

- Measures resulting in the reduction of the useséif oil (Policy area 3)
- Measures intended to deliver energy more efficyefRblicy area 4)

- Measures in fiscal, education and research, anestment promotion areas
(Policy area 5)

Security of supply
The objective of security of supply will be achiew#rough the following measures.

- All measures intended to improve efficiency in oéenergy (Policy area 1)
- All measures intended to reduce reliance on impaste(Policy area 2)

- Measures to ensure stability in oil supply (Pokcga 3)

- Measures intended to deliver energy more efficyefarts of Policy area 4)

- Measures in fiscal, education and research, anestment promotion areas
(Policy area 5)

Competitive pricing
The objective of a competitively priced energy duppill be achieved through the
following measures.

- All measures intended to improve efficiency in oéenergy (Policy area 1)
- Measures intended to reduce reliance on imporig@Policy area 2)

- All measures to ensure stability in oil supply (Pylarea 3)

- All measures intended to deliver energy more edffitdy (Policy area 4)

- Measures in fiscal, education and research, angstment promotion areas
(Policy area 5)
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Summary

The impact of each measure against the objectsvegmmarised below:

Policy | Measure Environment | Security of | Competitive
area supply pricing

1 Energy efficiency
1A 1A Supply side efficiency

Ensure that electricity producers seek ways to v v v

increase the efficiency of the electrical power
generation plants, by improving the efficiency of
existing plant and investing in newer more effitien
plant;

Promote the generation of electricity produced fro
high-efficiency cogeneration plant in industry that
uses heat and power in its manufacturing process

3
<
<
<

In opening up the generation sector to compettibon v v v
encourage investment by the private sector, ensufe
that applications for authorisations to generate
electricity are decided on the basis of, amongdstrot
things, considerations of energy efficiency;

Implement demand management measures intended v v v
to decrease the discrepancy between peak and
minimum loads;

1B 1B Energy end use efficiency

Bring all current initiatives within a more holistic v v v
national energy efficiency action plan by 2007
including targets for energy efficiency up to 2015;

Ensure that competitively priced energy services ar v v v
made available and promoted to final customers;

Adopt exemplary energy efficiency practices in the v v v
public sector,

Develop and adopt legislative and administrative v v v

instruments to achieve energy efficient and
environmentally friendly buildings and services;

1C 1C Efficiency in the transport sector

Support initiatives at EU level to promote the v v v
manufacture and marketing of more efficient velsgle
and components;

Undertake advisory services intended to change v v v
attitudes and influence behaviour in transport use;
Ensure that transport policy and its implementation v v v

aim to improve efficiency in energy use in the
transport sector with particular emphasis on publig
transport systems;

Promote the use of more efficient or environmental
friendly alternative fuels for transport and/or reed
of transportation;

<
<
<

2 2 Reducing reliance on imported fuels

2A 2A Oil exploration

Seek to intensify exploration by oil companies;

Negotiate with neighbouring countries where
disputed boundaries exist, with a view to enabtitg
exploration to take place in currently disputechare
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Policy
area

Measure

Environment

Security of
supply

Competitive
pricing

2B

2B Renewable sources of energy

Finalise strategy for introduction of RES

v

Establish support mechanisms for RES electricity

v

2B

2Bi Wind and solar energy

Promote small scale RES systems

<

D

Promote off-shore wind farms if viable and feasibl¢

Promote solar thermal applications

2Bii Biomass

Recover energy from waste

Promote the manufacture of biofuels produced from

indigenous sources, primarily waste biomass

Monitor the use of biodiesel and amend strategy and v

targets accordingly

3 Stability in energy supply

3A

3A Interconnection and alternative sources

Ensure the development of the electricity
interconnection with the European grid by directin

J
Enemalta (as a Government owned entity) to issue¢ a
d

request for proposals for such inter-connection an
encouraging any private initiative that may want td
invest in such infrastructure

3B

3B Disruption planning

Ensure that as far as possible, the institutions,
information, hardware and infrastructure are

available, ready, and coordinated so as to perform
efficiently and expeditiously in any emergency,

while leaving the freedom and flexibility to resmbn
to any circumstance as it arises and as best thougd
fit;

=2

Ensure the availability of stock of oil leading tap
90 days worth of oil products by 2007 with the teas
possible costs.

3C

3C International action

Actively support international initiatives that Wil
a. promote political and economic stability in the
main producer countries,

b. improve the climate for energy sector investmenmnt
encourage more openness and transparency in
international energy markets;

c. ensure the efficient and sustainable use ofggner|
resources; and

d. halt and address global warming which is a major

concern particularly to low-lying islands and small
states including many Commonwealth countries.

Continue to strengthen its diplomatic ties with
supplier and producer countries of crude oil and
derived products.

4 Delivering energy efficiently and effectively

4A

4A Competition and regulation

Regulate the energy sector using practices and
policies that are coherent, impose minimum
bureaucratic obligations and are least intrusiwe an
ensure the minimum duplication and conflict with
existing structures, while aiming towards
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Policy | Measure Environment | Security of | Competitive
area supply pricing

affordability of fuels and customer protection, and
where possible open up the market to competitionj

4B 4B Open the fuel sector to competition

Reform the fuel market by adopting the necessary v v v
legal, administrative, fiscal, economic measures
consistent with Government obligations, economida,
environmental and social considerations and stiateg
concerns

Establish satisfactory design and operating statsdar v v
for operators in the fuel market

Monitor and enforce compliance to standards ard|fai v v
competition

Divest Enemalta from operations in the fuel secto

4C 4C Electricity sector reorganisation

Ensure that Enemalta becomes the most cost v
effective organisation possible within social and
environmental constraints.

Ensure that there is free entry into the competitiv
generation market.

=3

Take measures to ensure security (including secufi _ v v
of supply); regularity, quality and price of sumsj
environmental protection, (including energy
efficiency and climate protection) social and
economic cohesion and customer protection.

Ensure that technical safety criteria are definedl a - v v
that technical rules are developed establishing the
minimum technical design and operational
requirements for the connection to the electricity
system.

5 5 Support measures

5A 5A Fiscal policy

Continue to implement the transitory arrangements v v
for energy taxation as agreed with the EU;

Use fiscal policy to promote environmental and othe v v v
Government priorities in the energy sector;

Allocate funding from the Cohesion Policy 2007-18 v v v
to the energy sector, including funding for energy
efficiency measures and alternative sources ofggner

5B 5B Research and education

Promote research projects of direct benefit to &alt
and exploit best the specific conditions, partidyla
climatic, in Malta

Develop analytical (energy modelling scenarios,
indicators) and sector monitoring tools to develop
perspectives on long term demand and supply.

5C 5C Investments and industry promotion

Promote investment in the oil and gas sector, and|i
renewable sources of energy and energy efficienc
and pursuing job creation in the energy industoghhb
serving Malta and other counties

< =
<
<
1
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ANNEX | - SOME TECHNICAL DATA

Salient points about the energy sector in Malta:

The yearly total gross inland consumption of fuelMalta is about 0.82
million tons of oil equivalent (toe), or 2.10 toefpon (EU: 3.639 toe/person).

Malta is 100% dependent on oil imports. Although ave surrounded by oil
producing nations, so far Malta has been unsuadessits exploration for
oil. Oil imports are all carried by sea since thisr@o fixed energy transport
infrastructure connecting Malta with its suppliefhie average dependency
on oil for the EU based on the year 2000 is of 88.@ther fuel percentages
making up the EU gross inland consumption are:

Solids: 18.3%

Natural gas: 22.8%
Nuclear: 14.4%
Renewable Energy: 5.9%

Final energy demand by sector in Malta is:

Industry: 0.05 Million tons of oil (EU — 310.2)
Residential: 0.08 Million tons of oil (EU — 279.
Tertiary: 0.06 Million tons of oil (EU — 154.3)
Transport (including aviation): 0.29 Million tow$ oil (EU — 333.1)

The electrical system grid is isolated and is mminected to any other grid
network.

Total electricity generated annually in Malta isownd 2.2TWh. This is
equivalent to 5,641kWh per person (EU: 6,834kWhgssson).

Total installed generating capacity is 571 MW, dfietr 350 MW are supplied
by steam turbines, 111 MW are supplied by openecgak turbines whilst 110
MW are supplied by a combined cycle plant. The ager conversion
efficiency of the power stations in Malta is 27.8%.

Electricity generation fuel oil used up to 2001 washigh sulphur content
(<3%). In July 2001, Enemalta started purchasingliome sulphur content
(<2%) and is now using low sulphur content (<1%).

The amount of energy generated by RES is pradticadxistent apart from
very small systems.

The total energy consumed for road transport intdlel about 0.41toe/capita
(EU: 0.75 toe/capita).

During the last five years the average gasolinesgmption was of 69,000
thousand tons of oil equivalent but showed a deangarend of 200toe/year
(-0.289%). During the same period the average copsan of gas oil was
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72,000 thousand tons of oil showing an increasg &30 toe/year, equivalent
to an annual increase of 4.5%.

- Malta’'s GHG emissions per GDP: 910 tonnes,@&quivalent per million
EUR - higher than EU average but lowest among thaelv member states.
Compared to EU average, economic development igffiocient (emissions
wise) although it is the most efficient amongst hiee&y member states.
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ANNEX II - POLICYMAKERS AND IMPLEMENTERS

Ministries and government entities that have austay role in the energy sector

include the following:

Ministries:

Office of the Prime Minister

Ministry for Resources and Infrastructure

Ministry of Finance

Ministry for Investments, Industry and Informati®achnology

Ministry for Rural Affairs and Environment

Ministry for Urban Development and Roads

Ministry for Education, Youth and Employment

Ministry for Tourism

Regulatory entities:

Entity

Major statutory role / mandate

Key responsibilities in the energy
sector

Malta Resources
Authority

The Malta Resources Authority is a
public corporate body with regulatof
responsibilities relating to water,
energy and mineral resources in the
Maltese Islands. It was set up by th
Maltese Parliament through the Mall
Resources Authority Act of 2000.
The MRA has wide ranging
responsibilities essentially involving
regulation of water and energy
utilities

- regulation of energy sector.
y

ta
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Entity

Major statutory role / mandate

Key responsibilities in the energy
sector

Malta Enterprise

Malta Enterprise is the focal péamt
enterprise in Malta. Its role is to act
as a single point of contact for all
enterprise considering trade,
investment or commercial links with
Malta. The organisation is committe
to creating the right environment for
successful enterprise in Malta. It
provides a range of practical service

and solutions to Maltese enterprises

seeking to internationalise their
operations and to international
companies seeking to trade with or
invest in Malta. Malta Enterprise
provides a comprehensive package
assistance and advisory services to
international companies and investq
wishing to set up manufacturing, R
D, international trading, regional
representation and other operations
Malta.

- relationship of energy issues with
competitiveness
- impact of energy issues in
attracting industry and new
investment to Malta.

d- R&D and investment in energy
related business

S

v

of

=
n

n

Malta Environment
and Planning
Authority

MEPA is the Authority assigned
responsibilities under the Planning
Development Act of 1992 and the
Environment Protection Act of 2001
MEPA is responsible for the
establishment of long and short-terr
objectives and strategies in the
environment field, for the setting of

environmental standards, guidelines

and regulations and for the control
and management of activities havin
an impact on the environment
through a licensing and permit
system. It is also responsible for the
promotion and control of proper lan

development, both public and private,

in accordance with approved policie

- environmental legislation,
particularly those relating to climat
change and air quality.
. - planning development
considerations and constraints,
nparticularly those related to new
energy infrastructure.

n]

g

)

7]

and plans.
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Entity

Major statutory role / mandate

Key responsibilities in the energy
sector

Malta Maritime
Authority

The Malta Maritime Authority was

set up as a distinct and autonomous

corporate body to supervise the
organisation of the primary maritime
services. It was established by law
1991 as a Government Agency and
vested with detailed regulatory
powers. The set-up of this Authority
was to enable ports, merchant
shipping and yachting centres to

operate within centralised framework.

The Malta Maritime Authority
develops and supports policies and
initiatives consonant with the
functions and duties stipulated in th
Malta Maritime Authority Act (XVII)
of 1991.

- bunkering

>

SO

D

Malta Transport
Authority

The Malta Transport Authority

comprises a Board that is appointed - transport policies that would have

by Government. In accordance with
the Malta Transport Authority Act
[XXIII of 2000], the legal functions
of Authority include a requirement
for it to plan or provide or secure or
promote the provision of, a properly
integrated, safe, economical and
efficient transport system by road by

any means presently obtaining or that

may be available in the future.

- energy demand for transport

an impact on fuel demand / quality

Malta Standards
Authority

The MSA was set up in terms of thg - standards relating to energy

MSA Act of 2000. Its mission is to
effectively co-ordinate
standardization and related activitie
to meet the needs of the Maltese
community in accordance with
European and internationally

recognized standards and practices,

that enhance economic efficiency al
international competitiveness, and
fulfil the community's demand for
consumer protection and for a safe
and sustainable environment.

- legislation dealing with energy
efficiency of products
5

National Statistics
Office

The National Statistics Office came
into being in March 1947. It is
responsible for the collection,
compilation, analysis and publicatio
of a wide range of statistical
information and related matters.
The National Statistics Office is
governed by the Malta Statistics
Authority Act, 2000.

- statistics related to energy

=
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Department

Major statutory role

Key responsibilities in the energy
sector

Consumer and
Competition Division

The Consumer and Competition
Division is responsible to carry out
the functions assigned to the Office
of Fair Competition required under
the Competition Act, including the
responsibility to advise undertaking
associations of undertakings and th
public in relation to matters

concerned with fair trading practices

and procedures and to carry out all
the functions and duties assigned tg
under the Competition Act related tg
the investigation, determination and
suppression of restrictive practices.

- competencies for fair trading and
prevention of abuse of dominant
position, particularly those relating
to fuel trade and utilities.

it

Oil Exploration
Division

The Department is set up to
implement and administer the
provisions of the Petroleum
Production Act (Cap.156), the
Continental Shelf Act (Cap. 194) an
the Petroleum (Production)
Regulations, 2001. It also administe
related terms on petroleum
exploration and production as set o
in contracts with oil companies

o

ut

operating in Malta.

- current and new policies in oil
exploration.

rs
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Department

Major statutory role

Key responsibilities in the energy
sector

Building Industry
Consultative
Committee

The BICC complements the activitig
of the Works Division, besides actin
as the official link between the
private sector and Government on
matters related to the construction
industry.

s- design guidelines related to energ
gconsumption in buildings

Jy

Consumer Affairs
Council

The Council advises on Consumer
Affairs and strives to promote
consumer interests.

It monitors and keeps under review
trading and business practices relat
to the supply of goods and services
consumers

- identification of issues important
to small consumers

ed
to

Institute of Energy
Technology

The aims of the Institute are to assi
in the development of national ener
plans through studies in the use of
new and renewable energy sources
and methods of energy conservatio
It is also intended that the Institute
should organise and participate in
teaching programmes and research
projects in the field of energy
technology. Other objectives includg
the dissemination of appropriate
methods and techniques relevant tg
the Institute's areas of interest and t
design equipment adapted to local
conditions.

5t- wind and solar energy data
gy

o

Malta Council for
Science and
Technology

The Malta Council for Science and
Technology is the national advisory
body to Government on science an(
technology policy. The MCST is
responsible for identifying and
addressing major science and
technology challenges and issues g
strategic importance for Malta,
thereby contributing to the
development of coherent and
sustainable policy visions and

- R&D in Malta, considering long
experience in coordinating FP6
l programmes.

f

initiatives.
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Entity

Major statutory role

Specific roles

Enemalta Corporation

Enemalta Corporation offers a broa
range of services to both the
industrial, commercial and domestig
sectors in the energy field. Set up in
1977 by virtue of the Enemalta Act
1976, the Corporation today
undertakes a broad range of
operations, incorporating the
importation and distribution of
petroleum products and liquefied
petroleum gas as well as the
generation and distribution of
electricity to all sectors of Maltese
society.

0 - major role as a supplier of energy
products in a reformed energy
market.

- investment plans and programme
bfto improve technical and
organisational efficiency

WasteServ Ltd

WasteServ Malta Ltd. was
established in November 2002. The
company is responsible for
organizing, managing and operating
integrated systems for waste
management including integrated
systems for minimisation, collection
transport, sorting, reuse, utilisation,
recycling, treatment and disposal of]

- waste to energy plans

solid and hazardous waste.
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ANNEX Il - SELECTED EU LEGISLATION RELATED TO
ENERGY

Directive 68/414/EEC of 20 December 1968 imposinglaigation on Member States of the EEC {o
maintain minimum stocks of crude oil and/or petuofeproducts amended by Directives 1972/425|and
1998/93 and related to Decisions 1968/414 and 383/

Decision 68/416/EEC of 20 December 1968 on the csimiuand implementation of individual
agreements between Governments relating to thgadldih of Member States to maintain minimun
stocks of crude oil and/or petroleum products

Directive 73/238/EEC of 24 July 1973 on measuresitigate the effects of difficulties in the suppl
of crude oil and petroleum products

Decision 77/706/EEC of 7 November 1977 on the setifrayCommunity target for a reduction in the
consumption of primary sources of energy in thenewédifficulties in the supply of crude oil and
petroleum products related to Decision 1979/636psed repeal)

Decision 79/639/EEC of 15 June 1979 laying down ttaules for the implementation of Council
Decision 77/706/EEC

Directive 84/360/EEC on the combating of air pollatfoom industrial plants

Directive 90/377/EEC of 29 June 1990 concerning a@onity procedure to improve the
transparency of gas and electricity prices chatgexdustrial end-users

Directive 92/42/EEC of 21 May 1992 on efficiency regments for new hot-water boilers fired with
liquid or gaseous fuels

Directive 92/75/EEC of 22 September 1992 on the atitia by labelling and standard product
information of the consumption of energy and otlesiources by household appliances

Directive 93/12/EEC of 23 March 1993 relating to phur content of certain liquid fuels
Regulation (EEC) No 926/93 of 1 April 1993 amendRegulation (EEC) No 1696/87 laying down

certain detailed rules for the implementation ofiicl Regulation (EEC) No 3528/86 on the
protection of the Community's forests against afhesic pollution

Directive 94/2/EC of 21 January 1994 implementingi@al Directive 92/75/EEC with regard to
energy labelling of household electric refrigeratdreezers and their combinations

Directive 94/22/EC of the European Parliament anthefCouncil of 30 May 1994 on the condition
for granting and using authorizations for the pessipn, exploration and production of hydrocarbons

Regulation (EC) No 1091/94 of 29 April 1994 layidgwn certain detailed rules for the
implementation of Council Regulation (EEC) No 35 the protection of the Community's forests
against atmospheric pollution

Directive 94/22/EC of 30 May 1994 on the conditiémsgranting and using authorizations for the
prospection, exploration and production of hydrboais

Directive 94/63/EC of 20 December 1994 on the céwireolatile organic compound (VOC)
emissions resulting from the storage of petrol idistribution from terminals to service stations
Directive 95/12/EC of 23 May 1995 implementing CauBdrective 92/75/EEC with regard to energy
labelling of household washing machines
Directive 95/13/EC of 23 May 1995 implementing Caubirective 92/75/EEC with regard to energy
labelling of household electric tumble driers)

Directive 96/57/EC of 3 September 1996 on energgieffcy requirements for household electric
refrigerators, freezers and combinations thereof

Directive 96/61/EEC concerning integrated pollutioayention and control

Directive 96/60/EC of 19 September 1996 implemen@ogncil Directive 92/75/EEC with regard t
energy labelling of household combined washer-gdrier

Regulation 736/96 of 22 April 1996 on notifying tiemmission of investment projects of interest|to
the Community in the petroleum, natural gas andtedéty sectors as applied by Regulation

~

(2]
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2386/1996

Directive 97/17/EC of 16 April 1997 implementing Quil Directive 92/75/EEC with regard to ene
labelling of household dishwashers

Directive 98/11/EC of 27 January 1998 implementirogiail Directive 92/75/EEC with regard to
energy labelling of household lamps

Directive 98/70/EC relating to the quality of petasld diesel fuels and amending Council Directiv¢
93/12/EEC

U

i

Directive 98/93/EC of 14 December 1998 amendingdive 68/414/EEC imposing an obligation ¢
Member States of the EEC to maintain minimum stoékswae oil and/or petroleum products

5

Decision 98/537/EC of 13 July 1998 approving thé tdxthe amendment to the trade-related
provisions of the Energy Charter Treaty and its/fgional application agreed by the Energy Chartt
Conference and the International Conference oSibeatories of the Energy Charter Treaty

Directive 1999/30/EC of 22 April 1999 relating tmlt values for sulphur dioxide, nitrogen dioxide
and oxides of nitrogen, particulate matter and lea@mbient air

Directive 1999/94/EC of 13 December 1999 relatinthtoavailability of consumer information on
fuel economy and CO emissions in respect of thé&eatiag of new passenger cars

Decision 1999/280/EC of 22 April 1999 regarding ar@aunity procedure for information and
consultation on crude oil supply costs and the ames prices of petroleum products as implement
by Decision 1999/566/EC

Decision 1999/566/EC of 26 July 1999 implementingi@ol Decision 1999/280/EC regarding a
Community procedure for information and consultatm crude oil supply costs and the consume
prices of petroleum products

L

Directive 2000/55/EC of 18 September 2000 on eneffigiency requirements for ballasts for
fluorescent lighting

Directive 2000/84/EC of 19 January 2001 on summme-t@rrangements

Directive 2001/77/EC - The promotion of electrigitsoduced from renewable energy sources in tt
internal electricity market.

e

Directive 2001/80/EC of 23 October 2001 on the ktiitn of emissions of certain pollutants into th
air from large combustion plants

Directive 2001/81/EC of 23 October 2001 on natiamaission ceilings for certain atmospheric
pollutants

Directive 2002/31/EC of 22 March 2002 implementingu@cil directive 92/75/EEC with regard to
energy labelling of household air-conditioners.

Directive 2002/40/EC of 8 May 2002 implementing CcilBirective 92/75/EEC with regard to
energy labelling of household electric ovens.

Directive 2003/30/EC of 8 May 2003 on the promotidithe use of biofuels or other renewable fue

for transport

Directive 2003/54/EC of 26 June 2003 concerning comnules for the internal market in electricit,
and repealing Directive 96/92/EC

Directive 2003/55/EC of 26 June 2003 concerning comnales for the internal market in natural ¢
and repealing Directive 98/30/EC

as

Directive 2003/73/EC of 24 July 2003 amending AnhEto Directive 1999/94/EC

Directive 2003/87/EC of 13 October 2003 establistarsgheme for greenhouse gas emission
allowance trading within the Community and amendayincil Directive 96/61/EC

Directive 2003/92/EC of 7 October 2003 amending Qive 77/388/EEC as regards the rules on fl
place of supply of gas and electricity

ne

Directive 2003/96/EC of 27 October 2003 restructyitine Community framework for the taxation (
energy products and electricity

Decision No 1229/2003/EC of 26 June 2003 laying daveeries of guidelines for trans-European
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energy networks and repealing Decision No 1254/96/EC

Directive 2004/8/EC of 11 February 2004 on the pritomoof cogeneration based on a useful heat
demand in the internal energy market and amendirerfive 92/42/EEC

Directive 2004/17/EC of 31 March 2004 coordinatihg procurement procedures of entities opere
in the water, energy, transport and postal sengeesors

iting

Directive 2004/22/EC of 31 March 2004 on measunrgjruments

Directive 2004/67/EC of 26 April 2004 concerning &s to safeguard security of natural gas
supply

Directive 2004/74/EC of 29 April 2004 amending diree 2003/96/EC as regards the possibility fc
certain member states to apply, in respect of gnargducts and electricity, temporary exemptions
reductions in the levels of taxation

=

or

Regulation (EC) No 807/2004 of 21 April 2004 amergdCouncil Regulation (EC) No 2236/95 layi
down general rules for the granting of Communibaficial aid in the field of trans-European netwe

ng
orks

Directive 2005/32/EC of 6 July 2005 establishingaarfework for the setting of ecodesign
requirements for energy-using products

Directive 2005/33/EC of 6 July 2005 amending Dinextl 999/32/EC as regards the sulphur conte
marine fuels

nt of

Directive 2005/89/ of 18 January 2006 concerningsnees to safeguard security of electricity sup
and infrastructure investment

ply

Regulation (EC) No 1775/2005 of 28 September 200Bamditions for access to the natural gas
transmission networks

Directive 2006/32/EC of the European Parliament d&itdeCouncil of 5 April 2006 on energy end;

use efficiency and energy services
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Measure Lead Actions Agency Targets and deadlines
Agency
Horizontal
Prepare strategy papers and action plans to tacM&ES Plans identified to date are specified indbkcy areas below.
specific areas of the Energy Policy as need
arises.
1 Energy efficiency Preliminary indicative
energy savings targets:
National: 9% by 2015
Ministries: 3% per year
Public bodies: 2% per year
1A Supply side efficiency Note synergy with electricity sector reorganisatineasures
Ensure that the main electricity producer seek| Electricity | 1. Install new plant at its Delimara installatiom ¢ontinue meeting Electricity producer Generation plan published
ways to increase the efficiency of the electrical producer consumer demand for electricity. Because of ithrietogy and the fue
power generation plants, by improving the utilised, it is expected that such plant will inase the overal
efficiency of existing plant and investing in efficiency of electricity generation in the curremmstallations, and
newer more efficient plant; reduce overall pollutant emissions.
2. Develop a plan covering the supply/demand balamcthe national MRA based on input of Bi annual
market, the level of expected future demand andsaged additiona| network operator
capacity being planned or under construction, &edquality and leve
of maintenance of the networks, as well as meastraver peak
demand and to deal with shortfalls in generatigraciy
Promote the generation of electricity produced MRA 1. Systematic collection of information on ClgBtential and identify | MRA 2006
from high-efficiency cogeneration plant in barriers to adoption of CHP in industry, througl EFOI and other
industry that uses heat and power in its bodies;
manufacturing process; 2. Design approach to promote adoption of CHP; MRA 2007
In opening up the generation sector to MRA 1. Ensure that criteria for the approval of getion plant include MRA In hand
competition to encourage investment by the energy efficiency;
private sector, ensure that applications for 2. Ensure the use of best available technologpimmection with new | MEPA In hand
authorisations to generate electricity are decided generation plant in the consideration of the IPRE}it

on the basis of, amongst other things,

considerations of energy efficiency;
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Measure Lead Actions Agency Targets and deadlines
Agency
Improve the efficiency of the distribution Network 1. Network operator will continue to offer tarifidentives for large Network operator Ongoing
network; operator consumers to improve their power factor
2. Commission new 132kV and 33KV distribution cestin order to Network operator In hand
lower transmission and distribution losses by usiigier operating
voltages. Currently there are 18 33kV and 132k\fithistion centres,
with new ones planned for the future. The commissig of
distribution transformer capacity has continued edte of almost
40MVA per year in a 20 year period.
Implement demand management measures | Network 1. Install an advanced energy metering system wihittfenable it to Network operator 2007-2008
intended to decrease the discrepancy betweemn operator acquire (and supply to the consumer) more detaikedmation on the
peak and minimum loads; consumer’s electricity usage. Such information eflable a more
intelligent application of demand side measurdadease energy
efficiency.
1B Energy end use efficiency Note synergy with fiscal measures,
Bring all current initiatives within a more MRA 1. Establish energy efficiency indicators, dshchmark performance | MRA 2007
holistic national energy efficiency action plan hy with other EU member states;
2007 including targets for energy efficiency up) 2. Initiate a structured holistic programme to podenenergy efficiency] MRA 2007
to 2015; 3. Initiate a programme of inspections to ensurrgnlabelling CCD 2006
4. Finalise national action plan including targets MRA 2007
Ensure that competitively priced energy serviceEMC 1. Revise Enemalta Act to permit EMC to proveaeergy services EMC 2007
are made available and promoted to final 2. Develop a structure that permits and encourtigedevelopment of | MRA 2007
customers; providers of energy services in Malta
Adopt exemplary energy efficiency practices in MRAE 1. Appoint green leaders in all government owndities MRAE In hand
the public sector; 2. Carry out one energy audit per year per Ministry MRAE 2006
3. Adopt green government plan and a corporateegyafor the| MIIIT In hand
entities where there is government investment
4. Develop a green public procurement nationaloactilan takingl MRAE 2006
account energy efficiency.
5. Implement measures to further reduce consumpmtiaiectricity in | WSC In hand
the water sector for desalination
6. Implement guidelines to reduce energy consumptio new| FTS In hand
government schools
7. Prepare and implement a Green Public ProcureRaity Housing On-going
8. Include energy saving features in all Housinghéuty projects, and
the results of the Birkirkara pilot project will Enalysed to achieve
better energy performance in housing units desidpyettie Authority;
9. Establish green travel plans for commuting tdéfa MUDR In hand
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Measure Lead Actions Agency Targets and deadlines
Agency
Develop and adopt legislative and administrativ8CID 1. Transpose and implement EU legislation nargy performance of MRES / BCID
instruments to achieve energy efficient and buildings;
environmentally friendly buildings and services; 2. Draft regulations to set minimum energy perfanomerequirements November 2005 draft issued
for buildings and building services and issue legige/regulatory for public consultation. In
notice to render such requirements obligatory. force by November 2006
3. Draft and issue a standard national methodofogyhe calculation Partially completed
of the energy performance of buildings
4. Introduce energy certification of newly constatt or renovated December 2009
buildings and buildings that change ownership erranted out
5. Take measures to see that buildings with a udkfor area over December 2009
1000 sg.m. occupied by public authorities and tagtins providing
services to a large number of persons display anggrcertificate in &
prominent place.
6. Introduce and operate a system for the regokgreiction of boilers December 2009
and air conditioning systems as indicated in a$icB,9 & 10 of
Directive 2002/91/EC
7. Identify and disseminate information on bestcpcas in building On-going
design and construction
1C Efficiency in the transport sector Note synergy with RES measures
Support initiatives at EU level to promote the | MSA
manufacture and marketing of more efficient
vehicles and components;
Undertake advisory services intended to changDT 1. Ensure that customer information on the fmdnomy and carbon | MEPA / CCD In hand
attitudes and influence behaviour in transport dioxide emissions of new passenger cars is madibleaat the point
use; of sale
Ensure that transport policy and its ADT
implementation aim to improve efficiency in
energy use in the transport sector with particular
emphasis on public transport systems;
Promote the use of more efficient or MRA 1. Develop standards (national annexes) fofueils and LPG MSA In hand
environmentally friendly alternative fuels for 2. Develop regulatory mechanisms and promote theldpment of MRA 2007
transport and/or modes of transportation; markets for alternative fuels
3. Investigating feasibility of voluntary agreementith stakeholders | MRA In hand
4. Establish a master plan for electric transpiomat MRAE In hand
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Measure Lead Actions Agency Targets and deadlines
Agency
2 Reducing reliance on imported fuels
2A Oil exploration Note synergy with foreign policy measures
Seek to intensify exploration by oil companies OED 1. Establish competitive terms and returns focoihpanies that are | OED On-going
commensurate with the risk undertaken;
2. Promote exploration activity in offshore Maltatnaking
presentations to the oil industry and by partiéq@aat major
international oil & gas exhibitions, and permit quemies to review and
sample data from offshore Malta
3. Continue to revise model contract terms to kbem competitive
and in line with prevailing international trends
4. Negotiate and award exploration licences inhaffe Malta
particularly in deep water areas that have nobgen explored
Negotiate with neighbouring countries where | OPM 1. Joint oil exploration agreement with Tunisia MFA In hand
disputed boundaries exist, with a view to
enabling oil exploration to take place in currently
disputed areas;
2B Renewable sources of energy Note synergy with fiscal policy measures
Continue the development of a strategy for the MRA 1. Complete detailed study of the potentiad égmsibility of RES MRA 2006
promotion of RES to meet 2010 targets and options, taking into account technical, environraéahd commercial
identifying which cost efficient efforts are issues by and decide and set priorities for thdédmpntation of RES
necessary to establish and achieve longer term projects;
targets; 2. Establish a waste to energy policy; MRAE 2006
3. Complete study on options for recovery of endrggn agricultural | MRAE 2006
waste
4. Complete study on options for recovery of endrggn sewage MRAE 2006
sludge
Establish support mechanisms for RES MRA 1. Implement appropriate mechanisms for thepsuipof electricity MRA 2006
electricity; generated from renewable sources;
2. Develop mechanisms to issue guarantees of origin MRA 2006
3. Establish feed in fees for large scale RES ebétyt Network operator / MRA 2006
4. Develop a green certification mechanism for RES; MRA 2006
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Measure Lead Actions Agency Targets and deadlines
Agency
2Bi Wind and solar energy Target for 2010:
0.54 - 1.08 GWh PV,
1.45 GWh micro-wind;
Potential for 2020
80GWh offshore wind
6GWh PV
3GWh micro-wind
Promote small scale RES systems; MRA 1. Adopt fiscntives for small PV and micro-wind systems MFIN Established - revise annuall
2. Review metering arrangements and network arranges MRA / Network operator Established — revise in 2006
3. Trim bureaucratic barriers towards small sca&SRievelopment angd MRA / MEPA / Network Revise in 2007
grid connection operator
Promote off-shore wind farms if viable and MRA 1. Continue investigation of deep-water windhigootential with a MRA 2006
feasible; view towards exploitation.
2. Seek to ensure the availability of Communityfinial aid for MRES 2007
renewable energy source development such as offstiad
connections, should their feasibility be demonstiat
3. Promote installation afffshore wind farm away from coast at MRA In hand
deepwater sites (>20 m depth)
Promote solar thermal applications; MRA 1. Provade keep under review fiscal incentives to pronsotar MFIN On-going
thermal penetration
2Bii Biomass Potential from waste:
2010: 10-13GWh
post 2010: 100GWh
Target for biofuels to be
established in 2007, in line
with reference value of
5.75% of road transport
fuel
Recover energy from waste MRAE 1. Capture of gam flandfills WasteServ Phasel in 2007
2. Mechanical Biological Treatment Plant with ingapacity of 35,000 WasteServ On line in 2008
t/annum organic waste
3. Mechanical biological treatment plants for remirag fraction of WasteServ Subject to waste
organic waste if feasible; management strategy revie
4. Recovery and use of refuse derived fuels; WasteServ
5. Recovery of energy from agricultural waste aemiage sludge WasteServ
Promote the manufacture of biofuels produced MRA 1. Provide fiscal incentives to biodiesel prodts MFIN Established — revise annual

from indigenous sources, primarily waste
biomass

2. Ensure that biodiesel producers provide infoiomatio the public on
the availability of biofuels and other renewablely

MRA / licensed operators

2006
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Measure Lead Actions Agency Targets and deadlines
Agency
Monitor the use of biodiesel and amend strategyViRA 1. Monitor sales of biodiesel and compare tg¢a MRA Annual
and targets accordingly 2. Ensure that there is specific labelling at thies points for MRA Annual
percentages of biofuels, blended in mineral oil@dgives, exceeding
the limit value of 5 % of fatty acid methyl este®AME) or of 5 % of
bio-ethanol;
3. Monitor the effect of the use of biofuels insBéblends above 5% | MRA 2006
by non-adapted vehicles;
4. Revise and update the national indicative tawjete proportion of | MRES / MRA 2007
biofuels to be used in road transport;
Stability in energy supply
3A Interconnection and alternative sources Note synergy with electricity sector reorganisatineasures and with
fiscal measures
Ensure the development of the electricity MRA 1. Issue a request for proposals for an eleitfrinterconnection MIIIT / Enemalta Seek to ensure adoption in
interconnection with the European grid by following the result of the technical study; time for 2007 call for
directing Enemalta (as a Government owned 2 Encourage any private initiative that may wislnteest in proposals
entity) to issue a request for proposals for such interconnection.
inter-connection and encouraging any private 3. Assess in detail the impact of an electricitginonnector with MRES /MRA
initiative that may want to invest in such Europe and the changes that would be necessdmg gettor structure
infrastructure organisation and regulation, together with theifility of
development of natural gas infrastructure;
4. Seek to ensure the availability of Communityafinial aid through | MRES
the designation of gas and electricity interconioestand LNG
terminal as projects of common interest relatingdaos-European
energy networks in the relevant EU decisions;
5. Participate in key EU gas and electricity retpriaregional MRA
initiatives with a view to facilitating the adjusemts necessary in the
event of an interconnected market.
3B Disruption planning
Ensure that as far as possible, the institutions| MRA 1. Continue to develop and test contingencygleapable of managing MRA In hand

information, hardware and infrastructure are
available, ready, and coordinated so as to
perform efficiently and expeditiously in any
emergency, while leaving the freedom and
flexibility to respond to any circumstance as it
arises and as best thought fit;

an energy crisis;
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Measure Lead Actions Agency Targets and deadlines
Agency
Ensure the availability of stock of oil leading up MRA 1. Establish security stock holding followingall for tenders (to MRA 2006
to 90 days worth of oil products by 2007 with the replace current obligation on Enemalta);
least possible costs. 2. Establish stock holding levy on all operatorshi@ market; MRA 2006
3. Investigate the feasibility of owning or leasstgcks or of holding | MRA
stocks in part in other Member States; 2007
4. Investigate the feasibility of holding stocksottier fuels (LPG) in | MRA 2007
Malta.
3C International action Note synergy with oil exploration measures
Actively support international initiatives that MFA 1. Seek to contribute to the development ofm@aunity policy and MFA / MRES / MRA On-going
will: measures and to take actions that favour reaclhalicypbjectives;
a. promote political and economic stability in the 2. Participate appropriately in the Energy ChaFreaty MRA On-going
main producer countries, 3. Promote and participate in Euro-Mediterraneacgsses in the MFA / MRA On-going
b. improve the climate for energy sector energy sector
investment, encourage more openness and
transparency in international energy markets;
c. ensure the efficient and sustainable use of
energy resources; and
d. halt and address global warming which is a
major concern particularly to low-lying islands
and small states including many Commonwealth
countries.
Continue to strengthen its diplomatic ties with | MFA 1. Open discussions with governments of prodaoentries to explore| MIIIT In hand
supplier and producer countries of crude oil and the viability of importing fuel at advantageous tsops
derived products. 2. Assist, as necessary, other Government Minssteetities or MFA In hand

agencies in the effort to engage in discussions kel energy players
and to explore the options related to sourcingnefrgy and energy
supplies;
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Measure Lead Actions Agency Targets and deadlines
Agency
4 Delivering energy efficiently and effectively
4A Competition and regulation
Regulate the energy sector using practices and MRA 1. MRA and OFT study the particular characti&gsof the market, MRA / OFT 2006
policies that are coherent, impose minimum such as the extent of market power of the incumbedertakings, the
bureaucratic obligations and are least intrusive low elasticity of supply and demand for electricityd gas and the
and ensure the minimum duplication and conflict impossibility to store electricity, with the aim e$tablishing how these
with existing structures, while aiming towards characteristics affect the economic analysis ua#lert in competition
affordability of fuels and customer protection, cases concerning the definition of the market,ss88g dominance and
and where possible open up the market to the abuse thereof and restrictive practices;
competition; 2. Draft memorandum of understanding between MRA@RC MRA / OFT
cooperate effectively in tackling cases in thedfief competition;
3. Revise the MRA Act to ensure that the Authocigyn adequately MRES / MRA
monitor and efficiently take action and enforcediégisions.
4. Develop tariffs structured to remove discrimioatbetween MRA
customers and that promote energy efficiency.
4B Open the fuel sector to competition
Reform the fuel market by adopting the MRA 1. Establish the strategy and adopt the necgésgislation for the MRES / MRA 2006
necessary legal, administrative, fiscal, economic reform of the inland fuel market;
measures consistent with Government 2. Establish licences necessary for the operafidinecfuel market;
obligations, economic, environmental and social 3. Study the safe adoption of auto gas as an atiterfael;
considerations and strategic concerns 4 Develop and issue regulations catering for tepatal of waste and
spent oils;
5. Establish an economic monitoring regime on dpesaand price
structures for all fuels.
Establish satisfactory design and operating MRA 1. Establish technical inspection scheme for prynséorage facilities; | MRA 2007
standards for operators in the fuel market 2. Ensure the development of appropriate disastgation and
contingency plans;
3. Develop a harmonised code of practice relatngealth and safety
issues throughout the market chain;
Monitor and enforce compliance to standards | MRA 1. Establish fuels quality monitoring schemes, aradking and fuel MRA 2007

and fair competition

dyeing procedures;

2. Establish measures for the correct measurementegporting of fuel
imports;

3. Implement a fair, objective supervisory regimensure fair
competition and customer service offered by fudilers;
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Measure Lead Actions Agency Targets and deadlines
Agency
Divest Enemalta from operations in the fuel MINIT Initiate commercialisation process of the iemtgas function and supply MIIT / Privatisation unit To commence by end 2006

sector

chain and the supply chain leading from the imginteof fuel for the
general market to its distribution in petrol staidrom Enemalta
Corporation

4C Electricity sector reorganisation

Note synergy with interconnection measures andffisolicy measureg

Ensure that the electricity operator becomes theMIlT

most cost effective organisation possible withi
social and environmental constraints.

h

1. Review internal procedures to reduce sost

3. Ensure that the electricity operator conceniatés core business
as well as to improve its cash flow in the shamnte

4. Ensure adequate financing for electricity gatien and distribution

Operator

Ensure that there is free entry into the MRA 1. Take measures to ensure information trarespr Network operator / MRA 2006
competitive generation market. 2. Adopt dispatching rules and balancing rulestariffs that are Network operator / MRA 2006

objective, non-discriminatory and transparent

2. Monitor the electricity sector MRA annually
Take measures to ensure security (including | Network 1. Identify which public service obligations areestial to ensure MRA / Network operator In hand
security of supply); regularity, quality and price operator security of supply, quality of supply, and sociatianvironmental
of supplies; environmental protection, (including considerations in a competitive electricity market;
energy efficiency and climate protection) socigl 2. Monitor the supply/demand balance on the natioraaket, the level| Network operator / MRA
and economic cohesion and customer protection. of expected future demand and envisaged additzagscity being

planned or under construction, and the qualitylamel of maintenance

of the networks, as well as measures to cover gealand and to deal

with shortfalls in generation capacity;

3. Provide sufficient and efficient electrical pavgenerating plant and Network operator

network capacity to serve demand at specified $eoEteliability.
Ensure that technical safety criteria are defined MRA 1. Adopt network code MRA 2006
and that technical rules are developed 2. Amendments to electricity supply regulations MRA 2006
establishing the minimum technical design and 3. Adopt Maltese standards for wiring installations MSA 2008
operational requirements for the connection to 4. Review current wiremen licence to ensure itsatipd in line with MRA 2007
the electricity system. modern requirements
Horizontal and support measures
5A Fiscal policy Note synergy with all other measures
Continue to implement the transitory MFIN
arrangements for energy taxation as agreed with
the EU;
Use fiscal policy to promote environmental and MFIN 1. Develop proposals for fiscal incentives RES; MRA 2006
other Government priorities in the energy sector; 2. Identify areas where fiscal policy can leverggeernment policy in

the energy sectors;

3. Provide funds and funding mechanisms to enceurigS and MFIN In hand

energy efficiency in the public sector and amongsconers;
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Measure Lead Actions Agency Targets and deadlines
Agency

Allocate funding from the Cohesion Policy Regional

2007-13 to the energy sector, including funding Policy

for energy efficiency measures and alternative

sources of energy

5B Research and education

Promote research projects of direct benefit to 1. Establish, structure and fund research progresrintended to MCST 2007

Malta, and exploit best the specific conditions, achieve objectives of national relevance

particularly climatic, in Malta 2. Seek to ensure community funding is availablareas specificto | MRES / MCST In hand
national concerns.
3. Promote participation in EU funded educatiomal eesearch MCST / MRES / MRA In hand
projects in the energy sector

Develop analytical (energy modelling scenarios, 1. Develop energy model complying with internatibstandards. 2007

indicators) and sector monitoring tools to 2. Develop emissions model and monitoring system MEPA 2006

develop perspectives on long term demand and

supply.

5C Investments and industry promotion

Promote investment in the oil and gas sector, aidiE 1. Provide fiscal incentives, such as advantageax rates, special ME In hand

in renewable sources of energy and energy
efficiency and pursuing job creation in the
energy industry, both serving Malta and other
counties

loans and loan guarantees, training grants anddisdd property rates
to investors in the oil and gas sectors;

Key:
ADT = Malta Transport Authority
CPD = Civil Protection Department

MCST = Malta Council for Science and Technology

MFA = Ministry for Foreign Affairs
MRA = Malta Resources Authority
MSA = Malta Standards Authority

BICC = Building lngtry Consultative Committee
Education = Minifor Education
MEalta Enterprise
MFIN = Ministryfor Finance
MRAE = Ministry f&tural Affairs and Environment
NSO = National &ttits Office

CCD = Consumer anach@stition
EMC = Enemalta Corporation
MEPA = Malta Environment addrifing Authority
MIIIT = Ministry for Industry, Investmés and IT

MRES = Ministry fResources and Infrastructure
OED = Qil Exploration Division
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