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“Mr. Speaker, this Budget will continue placing the environment
amongst the highest priorities for our country, A beautiful and clean
environment not only gives a better image to our country, but is
necessary for our health and for our country’s sustainable economic
development.

“One of the biggest global environmental concerns is the adverse
effect which economic development is having on climate change.
This Budget seeks to address climate protection and other
environmental aspects, which collectively should take sustainable
development a step forward.

“The whole world has been impacted greatly by the sharp rises in oil
prices. We are suffering doubly since we depend entirely on oil
combustion for the production of both electricity and water.”

- Tonio Fenech, Minister of Finance,
- Budget Speech 2009

The Government of Malta alongside Governments in Europe and in the rest of
the world is clearly aware of the serious impact that reliance on fossil fuels to
generate energy has been having on the environment, and as the latest Budget
indicates it means to seriously address this issue by introducing a number of
measures t0 begin readdressing the negative impact caused by conventional
methods of energy generation.

Investing in alternative energy sources is indicated in the same Budget, rightly
referred to as a Green Budget, as one of the crucial ways how we are to counter
the challenge that such a situation presents us.

The initiatives announced in the Budget 2009 speech were intended to help
families, the commercial sector and industry in conservation and generation of
alternative energy. The State itself as a result of the measures announced
committed itself to invest in systems for the generation of alternative energy.
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On a parallel level, in order to promote more underline the necessity that we
use the energy that we produce efficiently and prudently, Government also
drew up a National Action Plan for Efficient Energy Use, which was tabled in
the House of Representatives when the Budget was presented.

With regard to the concept of supporting photovoltaic activity, Government
allocated € 500,000 for a scheme which funds fifty per cent of investments in
photovoltaic cells systems up to a maximum of € 3,000. Up to 200 families
wili benefit from this scheme.

An even more ambitious grant of € 10 million is being extended to industry to
aid up to sixty per cent of the approved expenditure in renewable energy
generation and in more efficient energy use. 1,600 enterprises are expected to
benefit from this grant. Moreover, companies that invest in photovoltaic
panels for energy generation are already eligible for an investment tax credit of
243 per cent of the expenditure incurred on the relative investment. This
benefit can also be obtained on the part not financed by the scheme.

Finally, the principle of net metering which is currently applied in the domestic
sector is also applicable to industries which install such systems. In the table
of tariffs published by Enemalta Corporation, this principle is referred to as the
“rebate on exported energy” which is set at € 0.0699 per kWh. To place this
rebate in immediate perspective, the lowest possible tariff charged for energy
consumption in Malta is what is known as the reduced night rate for Band 9
non-residential usage (that is above 5 million units of cumulative consumption
in one year). In this case the rate is brought down to 8cl per kWh, excluding
VAT. Then the highest possible tariff charged for energy consumption is that
in respect of residential usage where total cumulative consumption in one year
exceeds 20,000 units. In this case the tariff goes up to 23¢2 per KWh, VAT
included, and it also being assumed that in this case there is no ECO reduction
applicable, unless one is speaking of a large household where the average of
units consumed by each person within that household is less than 1,750 units.
If that level of consumption is reached, such a household would not qualify for
ECO reductions unless it is made up of at least 12 persons!
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The above indicates that even if one compares the “rebate on exported energy”
with the lowest possible tariff charged, and not allowing for VAT, the rebate
offered works out at just over one Eurc cent less than the lowest rate charged
for “importing” one’s energy requirements.

The system of rebates on exported energy, or better still, to use the current
European terminology, the system of “feed in tariffs” is in other countries
evolving as one of the effective tools not only to encourage far more
widespread use of photovoltaic systems, but also to encourage new energy
players in the field who sent up photovoltaic farms that feed into the national
grid at rates which render the investment feasible and at the same time — and
this is probably even more important — contribute to less national dependence
on fossil fuels for the simple reason that the national grid would now be fed by
players who can set up such photovoltaic farms / plants on a large enough scale
to reduce significantly the national dependence on fossil fuels, and do so in line
with best environmental principles as well as to meet European and national
targets to shift our present 100% total dependency on fossil fuels.

The European PV Associations’ Position Paper on a Feed-In Tariff for
Photovoltaic Solar Electricity (published in 2005) recalls: “The European
Union has set an ambitious target of 21% of Renewable Energy sources (RES-
e) in 2010, obliging all member states to intensify efforts and reach the
common objective. The European Commission’s report entitled ‘The share of
renewable energy in the EU’ concludes however that: ‘Only a few member
states have until now implemented an attractive framework for renewable
energy sources. In view of the meagre results so far the Commission calls on
member states to ensure the fulfilment of the 2010 targets by the

LI

implementation of the appropriate measures’.

Arguments on this issue by definition cannot be merely based on the ‘logic of
the market place’ since traditional approaches fail to provide us with the
necessary evaluation and decision making tocls. The words of Alfred
Camilleri in his capacity as Director General of the National Statistics Office
when he wrote the foreword to the ‘Environment Statistics 2006’ come to
mind: “How are the environment and economic prosperity related?......
Environmentalists make the distinction between natural capital and man-made
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capital. Natural capital entails the accountants putting a value on the country’s
environmental asscts - pubic parks; woodlands; groundwater; the sea; the
country’s biodiversity. The see-saw oscillating between man-made capital and
natural capital means that a country in the process of cutting down on its
industrial production equipment gets poorer economically, while a country that
over-fishes its waters grows richer. This spells out the reality today, even in the
face of an environmental dilemma that already has us in its grip. As things
stand, the logic of environmental conservation is not the logic of the market-

place.”

In the same foreword, we are reminded that on a local level, weather data
indicate a 0.5" rise in the Maltese average annual temperature over the past
seventy-seven years. With regard to energy, The State of the Environment
Report 2005 revealed that energy consumption in Malta grew by 61% in the
1990 — 2002 year span.

Environment Statistics 2006 published by the NSO and relying on data
provided by Enemalta Corporation indicate that there has been a continuously
increasing demand for electrical energy during the past 15 years. “The increase
during the period was of 93.6 per cent, whereas the annual average electric
power generation was of 1,763,591 Megawatt hours.... The demand for
electrical energy in the islands is increasing constantly from year to year. In
fact, average electrical demand from 1990 to 2005 has escalated from 187.5
megawatts to 363 megawatts, a difference of 175.5 megawatts. This heavy
demand is attributed mostly to the domestic sector since this absorbs most of
the islands’ electrical energy.”

Not surprisingly, the issue of electrical energy and the need to partly address it
through encouraging photovoltaic systems is addressed in ‘The National
Strategy for Policy and Abatement Measures Relating to the Reduction of
Greenhouse Gas Emissions — Consultation Document’ published in January
2009 by the Climate Change Committee of Malta which was set up by the
Ministry for Rural Affairs and the Environment.

The proposed National Strategy recalls that at the 2007 Spring European
Council, Heads of Government unanimously agreed on a set of targets aimed at
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In this respect, Recommendation 42 provides —

The National Strategy could not have the point more eloguently when it asserts
that in the coming years, renewable sources of energy will start becoming more
competitive, as technical progress is made and as other forms of energy
production internalise their external costs. The Report adds —

We are in agreement with the National Strategy document in this regard and
that the foregoing as pointed out in the same Strategy presents “a strong case
for the Government to adopt an aggressive incentive scheme to propel Malta
towards securing as much as possible of its 2020 RES target through PV
technology. While the measures announced in the 2009 Budget represent a
positive move forward, in view of the limited population targeted, the actual
impact of the replacement of energy generated by the utility as a direct
consequence of those measures will as admitted in the National Strategy be
limited.
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encourage the adoption of renewable energy through Government legisiation.
In other words, the regional or national electricity utilities are obliged to buy
renewable electricity such as that generated from renewable sources including
Photo Voltaic energy, at above market rates set by the Government.

It bears re-iterating that a feed-in tariff is a price(tariff) that is set by the
government for anyone who wants to feed renewable energy into the supply or
into the national grid.

This type of programme was first implemented in the USA in 1978 when
President Jimmy Carter told Americans that the energy crisis was a “clear and
present danger to our nation” and drew out a plan to address it.

It is however generally recognised that it is the German model that begun in
1990 (known as “Stromeinspeisungsgesetz”) and refined in the year 2000

(“Erneurbare-Energien-Gesetz”) when it became a Federally managed
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