


Economic-financial responsibilities

Feed-in tariffs

The all-inclusive feed-in tariff is a new national support scheme for
upgraded/repowered, totally or partially renovated, reactivated or new plants
meeting the following requirements: i) use of RES (excluding the solar source);
i) nominal real power not exceeding 1 MW (200 kW for on-shore wind plants);
and iii) commissioning after 31 Dec. 2007.

The scheme, which supports electricity actually injected into the grid, has a
15-year duration. It represents an alternative to the Green Certificates scheme
and is differentiated on the basis of the type of source used.

To benefit from the all-inclusive feed-in tariff, producers must file an application
with GSE to obtain the qualification of their plant as RES-E (“IAFR”).
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Source All-inclusive feed-in rate
(€cent/kWh)
Wind (plants of less than 200 kW) 30
Geothermal 20
Waves and tides 34
Hydro (other than the hydro indicated in the previous point) 22

Biodegradable waste and biomass
(other than the biomass indicated in the following point) 22

Biomass and biogas obtained from agriculture, animal husbandry
and forestry under supply-line or frame-agreements or on a short
supply-line basis 30

Landfill gas and waste gas from purification processes and biogas
(other than the biogas indicated in the previous point) 18
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“CIP-6" is a resolution adopted by the “Comitato Interministeriale Prezzi”
(Interministerial Committee on Prices - CIP). Under this resolution, GSE
purchases the electricity generated by plants using RES and other sources
meeting the definition and trades it in the market.

GSE is the “dispatching user” of CIP-6 generating units. Consequently, GSE
pays to Terna and to the other grid operators the balancing and transmission
charges associated with trading in the energy market.

The current system for assignment of CIP-6 rights was adopted in 2005, upon

the start of the Italian Power Exchange. Under this system:

e GSE offers CIP-6 electricity in the energy market (by submitting hourly supply
offers);

e the assignable capacity (defined year by year on the basis of the yearly
volume of electricity that GSE plans to purchase) is shared between
open-market operators and Acquirente Unico (AU for the remaining part);

e the yearly price of assignment is set by a decree of the Ministry of Economic
Development;

e assignees enter into Contracts-for-Difference with GSE, under which they
receive or pay (depending on the assigned capacity) the difference between
the average market price (“Prezzo Unico Nazionale” - PUN - National Single
Price) and the price of assignment.
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Feed-in premium

The feed-in premium is the support scheme for both photovoltaic and
thermodynamic solar sources. As implementing body of the scheme, GSE
qualifies plants, grants support and carries out plant inspections.

GSE manages the feed-in scheme of support to photovoltaic plants (“conto
energia”), which was introduced in July 2005 and is currently governed by
an Interministerial Decree of 19 February 2007.

The premium, which adds to the revenue from the electricity sold, is granted

for a period of 20 years. Under the premium scheme:

¢ applications must be filed after commissioning of the plant;

e the national maximum power which may be supported is 1,200 MW;

e the rates increase with the level of architectural integration into buildings
and with efficient energy use.

Photovoltaic plants commissioned from 1 January 2009 benefit from

the feed-in premium rates (€/kWh) listed in the following table:

Type of plant

Power (kWp) 1 Non-integrated 2 Partially integrated 3 Integrated
A) 1<P<3 0.392 0.431 0.480
B) 3<P<20 0.372 0.412 0.451
C) P> 20 0.353 0.392 0.431

Another form of support to thermodynamic solar plants was introduced in Italy
by a Ministerial Decree of 11 April 2008. This scheme only supports electricity
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generated from the solar source (even in hybrid plants) for 25 years.

In particular, under the Decree:

e the application for connection to the grid must be filed after commissioning
of the plant;

e the maximum power which may be supported is equal to 1,500,000 m?
of solar capturing surface;

¢ the rates are differentiated on the basis of the fraction of electricity from
non-solar sources needed to integrate electricity generation.

The rate ranges from 0.28 to 0.22 €cent/kWh, depending on the fraction

of electricity generated from non-renewable sources.

Simplified purchase arrangements with small RES operators
(“ritiro dedicato”)

GSE offers simplified purchase arrangements with small RES operators and net
metering. Under the simplified arrangements, producers may sell the electricity
injected into the grid to GSE, as an alternative to bilateral contracts or direct
trading in the power exchange. The electricity price that GSE pays to producers
is set every hour in the power exchange, in the market zones where their plants
are located.
The following plants are eligible for the simplified arrangements:
1. plants with a nominal apparent power of less than 10 MVA: RES plants
or hybrid plants for the portion of electricity generated from renewable
Sources;
2. plants of any power using the following renewable sources: wind, solar,
geothermal, waves, tides, hydro (run-of-river only);
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3. plants with a nominal apparent power of less than 10 MVA: non-RES plants
or hybrid plants for the portion of electricity generated from non-renewable ::::b

sources; Al

4. plants having a nominal apparent power greater than or equal to 10 MVA:
plants using renewable sources other than wind, solar, geothermal, waves,
tides and hydro (run-of-river only), provided that they are owned by the

self-producer.
Net metering (“scambio sul posto”)

Under the net metering scheme, producers/users may inject into the grid
the electricity generated but not consumed immediately and then withdraw
it from the grid to cover their consumption.

Producers/users receive an economic contribution from GSE that adds

to the value (at market prices) of the electricity fed into the grid.

Generally, the net metering scheme is more advantageous for producers/users,
if the yearly value of the electricity injected into the grid completely offsets
the energy charges incurred for the electricity withdrawn from the grid.
Moreover, for all the electricity traded under the scheme, GSE will refund
to producers/users all the service charges incurred for using the grid
(transmission and dispatching charges) and, only to owners of RES plants,
all the general system charges.
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Technical responsibilities

Architectural integration into and energy efficiency of buildings

GSE is pursuing a strategy of environmental awareness, through a process
in which electricity generation and energy efficiency will give rise to new
urbanscapes.

As part of support schemes for photovoltaic plants, GSE assesses the level

of architectural integration into buildings and the existence of energy

efficiency measures in the same buildings.

With regard to architectural integration, the applicable legislation rewards

partially and totally integrated concepts. Photovoltaic plants may be partially

integrated into the large majority of buildings existing in Italy (photovoltaic

modules may be installed on their external surfaces). ”e
Totally integrated photovoltaic plants represent a step forward, in that —
photovoltaic modules are structural elements of the building envelope, and

thus benefit from the highest rate.

As to energy efficiency, the feed-in scheme (“conto energia”), making reference
to Directive 2002/91/EC (EPBD, Energy Performance of Buildings Directive),
adds a premium to the feed-in tariff, if the energy performance of the building
equipped with the photovoltaic plant is improved.
GSE assesses eligibility for the premium and energy efficiency gains on the
ilw e S R g e = basis of the applicable technical legislation.
' : Jidy = Architectural integration and a 30% increase of feed-in tariffs for energy-saving
|”” ! ll : I i 3 | projects lead to a different approach to the design of buildings and to a higher
- — | = = environmental and energy efficiency awareness among end users.
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Co-generation

Co-generation (or high-efficiency co-generation), i.e. combined heat & power
generation in the same plant, is one of the most efficient solutions for rational
energy use. Electrical and/or mechanical energy and heat may be generated
at the same time, thus optimising the use of the primary energy contained

in the fuel.

In addition to having clear technical, economic and environmental advantages,
co-generation receives major support under the national legislation, which is
aimed at promoting its progressive dissemination.

GSE has specific responsibilities and plays a key role at national level in this
sector.

First of all, GSE qualifies co-generation plants in accordance with Decision
42/02 (as amended) adopted by “Autorita per I'Energia Elettrica e il Gas”
(AEEG - the Italian electricity & gas regulator). GSE also issues the Guarantee
of Origin for electricity generated by high-efficiency co-generation (GOc)

and qualifies co-generation plants combined with district heating (only

on a provisional basis and on specific terms) for subsequently releasing
Green Certificates.
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Prediction of electricity injections by non-schedulable plants

AEEG assigned to GSE, among others, the responsibility of defining
procedures to improve the predictability of electricity injections by
non-schedulable RES plants.

Given the high number of existing wind farms (76 with an installed capacity of
at least 10 MVA, totalling 2,070 MW), GSE gave priority to the prediction of the
electricity generated by these plants. Procedures were subsequently identified
for photovoltaic and run-of-river hydro plants. The three procedures are
currently applied in GSE’s Trading Room and used for the sale of electricity on
GME'’s electronic platform.

Sector-specific statistics

GSE prepares statistical data on renewables in ltaly, by processing the data
supplied by: Terna (the national transmission system operator) for ltaly

(excluding solar data); and by Eurostat for the EU-15. GSE provides information

about the installed capacity and the RES fraction of this capacity at national
and regional level and on gross domestic electricity consumption. These data
are used for forecasting studies.

GSE

Gestore
Servizi
Elettrici



Acquirente Unico - AU
Electricity, trasparency, guarantee, protection

Acquirente Unico - AU

AU is the company of GSE which procures competitively-priced
electricity for low-voltage-connected households and small
businesses, which do not purchase in the open market and thus
fall within the universal-service market (“mercato di maggior tutela”).

The current number of universal-service customers amounts
to about 31.6 million.

AU directly purchases electricity for the universal service

(under the best market conditions) from a plurality of Italian

and foreign operators or in the power exchange. .
The electricity so purchased is sold to distributors or retail —
companies at prices permitting AU to cover its costs and balance

its accounts.

AU

Acquirente In 2008, the total demand of the universal-service market
Unico was equal to 101 billion kWh, i.e. about 30% of national
requirements.

Furthermore, AU has the task of selecting default service
(“servizio di salvaguardia”) suppliers (through bidding procedures)
for customers who may find themselves without

an electricity supplier and who do not fall within the
universal-service market.



Gestore del Mercato Elettrico - GME
Italian Power Exchange - Ipex

Gestore del Mercato Elettrico - GME

GME is the company which operates the wholesale
electricity market, also known as the “Italian Power
Exchange - Ipex”.

This market enables producers, consumers and wholesalers
to enter into electricity purchase and sale contracts for the
next day and, from 2008, also to trade electricity blocks for
forward physical delivery.

GME also manages Environmental Markets, i.e. venues

where Green Certificates, Energy Efficiency Certificates and

Emission Units are traded. With these markets, GME helps 33
promote renewables, energy efficiency and reduction of —
greenhouse gas emissions.
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The Electricity Market
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The Electricity Market

Ipex is an electronic marketplace, where the price of electricity

is given by the intersection of the curves of electricity demand

and supply by its Participants (clearing price).

However, Ipex is voluntary market: operators may conclude purchase
and sale contracts also off Ipex (the so-called bilateral contracts).
Ipex is an actual physical market, where the schedules of electricity
injection and withdrawal into/from the grid are defined.

GME supervises the entire process, managing all the trades as
a central counterparty and monitoring the operation of the system
from a central trading room.

Ipex consists of the Spot Electricity Market (MPE) and of the Forward
Electricity Market (MTE).

As part of bilateral electricity trading, GME manages the Forward
Electricity Account Trading Platform (PCE) in its own name and on
behalf of Terna. On this platform, Participants that have concluded
contracts off Ipex register their commercial obligations and declare
their electricity injection and withdrawal schedules that they undertake
to execute.
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The Environmental Markets

The Environmental Markets

GME is directly engaged in fostering the implementation of environmental
protection policies by managing Environmental Markets. GME created

an Emission Trading Market as part of the EU Emission Trading Scheme
(EU-ETS under Directive 2003/87/EC), establishing a Community market

to meet greenhouse gas reduction targets under the Kyoto Protocol.

GME’s Emission Trading Market makes it possible to trade greenhouse

gas emission units allocated to plants covered by the Directive. Since

2003, GME has been operating the Green Certificates Market, where

Green Certificates (CV) - giving evidence of electricity generation from

renewables - are traded. .
In this market, Participants may identify their negotiating counterparties

and trade certificates under transparency and security conditions.

GME also manages the Energy Efficiency Certificates Market.

In this market, Participants trade Energy Efficiency Certificates

(TEE - commonly known as “white certificates”), which give evidence
of energy savings achieved by applying energy-efficient technologies
and systems.

GSE

Gestore
Servizi
Elettrici



GSE’s contact centre

General information about renewables Toll-free number (from fixed-line phone): 800-161616
and high-efficiency co-generation Numbers from mobile phone: +39-06-80114388/89
e-mail: rinnovabili@gse.it
fax: +39-0680112039

GSE AU GME

Gestem ‘Acquirente Gestore

Servizi . Mercato
Elettrici Unico Elettrico
Information about applications submitted Toll-free number (from fixed-line phone): 800-896979 \(?SIE V1 Pilsudski 92 CUG Subaldo Del M ) \C/WIIEM Pisudeki. 62
. . iale M. Pilsudski, ia Guidubaldo Del Monte, 7 iale M. Pilsudski,
to GSE for photovoltaic plants Numbers from mobile phone: +39-06-80114340/60 00197 Rome, Italy 00197 Rome, ltaly 00197 Rome, Italy
e-mail: chiarimenti.fotovoltaico@gse.it T +39 0680111 T +39 0680101 T +39 0680121
fax: +39-06-80112036 F +39 0680114392 F +39 0680114391 F +39 0680114393
’ info@gse.it info@acquirenteunico.it info@mercatoelettrico.org
www.gse.it www.acquirenteunico.it www.mercatoelettrico.org

Information about and assistance for Toll-free number (from fixed-line phone): 800-199989
simplified purchase arrangements with Numbers from mobile phone: +39-06-80114300/4400
small RES operators (“ritiro dedicato”) e-mail: ritirodedicato@gse.it

and net metering (“scambio sul posto”) fax: +39-06-80112023





