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BUSINESS INSIGHTS

The Italian Electricity Market Outlook

Opportunities from liberalisation, market growth and energy trading

The Basket of Fuels introduced
by AEEG Deliberation 70/97

Combustible oils 60.5% Natural gas 22.8%

—80% BTZ (Basso Tenore di Zolfo) Quotation —50% linked to 4 crude: Arabian Light
ARA-Anversa, Rotterdam, Amsterdam (Saudi Arabia), Iranian Light (Iran),

—20% STZ (Bassissimo Tenore di Zolfo) gjzg;zn(gfyld) (Algeria, Tunisia),
Quotation New York-Boston — 50% Combustible Oil BTZ

Coal 16.7%

—52% USA (6 quotations)
—29% South Africa

— 8% Colombia

— 4% China

— 4% Poland

— 3% Venezuela

Source: The Italian Electricity Market Outlook

The answers to your questions...

* How will power generation and demand change in Italy and what opportunities will this create?

* What affect will will unification of the Italian grid system have on competition?

* Which renewable fuels show the most potential for growth in Italy and what incentives to they attract?

* How will green certificates and introduction of the new Italian power exchange affect profits?

Target new profit opportunities arising from liberalisation and trading in the Italian power market
using this report’s comprehensive analysis of the changing competitive landscape in Italy...
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Business Intelligence for the Energy Industry

1 ———
Business Insights’ portfolio of energy management reports are designed to help you make well informed, timely
business decisions. We understand the problems facing today’s energy executives when trying to drive your
business forward, and appreciate the importance of accurate, up-to-date, incisive product, market and company
analysis. We help you to crystallize your business decisions.

The strength of our energy research and analysis is derived from access to unique insight and research.
Business Insights reports are authored by independent experts and contain actionable, clear and concise
findings. Our authors’ leading positions secure them access to interview key executives and to establish which
issues will be of greatest strategic significance for the industry.

Our energy portfolio of reports can be used across a wide range of business functions to assess market
conditions and devise future strategies. The order form on the back of this brochure lists titles available within the
following categories: Green Energy, Power, Oil, Gas, Water, eEnergy and Strategy.

Examining the key issues

* Italian regulatory conditions. Understand the impact of the recent
Eligible cust by subject t ) .
1gible customers By sublect fype Bersani, Marzano and Letra decrees, the role the GRTN plays in

- managing the green certificate market and the obligations for those
Subject type Total number
Final eligible customers 143,061 |mport|ng eleCtrICIty'
Eligible distributors 53 ¢ The International Power Exchange (IPEX). The Italian Government
Traders 257 recently introduced six power trading markets. Compare lItalian prices
Consortiums 390 . . .
to those of other major European power exchanges and estimate their
Producers 32 . . . . . .
revenue potential. How will congestion in the Italian grid affect these
Foreign customers 1

markets?

Source: The Italian Electricity Market Outlook

* Undercapacity. Declining production levels and slow but steadily

"The lowering of the threshold generated a potential
increase of the Free Market from 40% of the whole
Italian market to 60%. The potential eligible
customers are now 150,000 compared with the
13,000 of previously. Of course, the new potentially
eligible customers had the right to choose to
remain captive..."

Source: The Italian Electricity Market Outlook:
Opportunities from liberalisation, market growth
and energy trading

rising demand is creating undercapacity in the the Italian market.
ltaly is already heavily dependent on imported French and Swiss
electricity, how will the market meet future demand?

Market dynamics. How has demand changed recently in the Italian
market and how will key trends affect demand levels?



The Italian Electricity Market Outlook
Opportunities from liberalisation, market growth and energy trading

Transmission grid ownership

Group 380-220kV| %| 120-150kV| %l
Enel 20,248, 89.3 17,427 85.4
Other generator 1,447 6.4 1,243 6.1
Municipality 968 4.3 1,306 6.4
Railtrack 11 0 425 21
Total 22,674 100 20,401 100

Source: The Italian Electricity Market Outlook

"The Italian Government is considering merging Terna
and GRTN through a complex deal that will result in
GRTN being reintegrated by Enel and then spun off

again, together with Terna..."

Source: The Italian Electricity Market Outlook:

Opportunities from liberalisation, market growth
and energy trading

The value proposition

Italy represents one of Europe’s most attractive energy markets where
demand continues to rise ahead of the European average and
undercapacity has driven prices higher than those seen in other major
European countries.

The Italian power market is undergoing a radical transformation. The
ltalian authorities are implementing a liberalisation process that will soon
see power station capacity double and a new power exchange (IPEX) in
place. The Italian Electricity Market Outlook: Opportunities from
liberalisation, market growth and energy trading is a management
report published in association with McCloskey that provides a
comprehensive detailed analysis of the Italian power market
including infrastructure, regulatory change, pricing tariffs, trading
and future supply, demand and pricing forecasts to 2015.

Identify and exploit the profit opportunities resulting from the
expansion and liberalisation of one of Europe’s most potentially
profitable Energy markets.

Projected Installed Capacity Share in 2010

Company Capacity share (GW)
Enel 40.5
Eurogen/EdiPower 7
Edison 1.2
Municipalities 5.3
Tirreno Power Torino 26
EniPower 4.5]
Others 13.1

Source: The Italian Electricity Market Outlook

10,000 MW of new power plants will start operation in
the Italian market by 2010. The forecast assumes that
Edison will increase its installed generation capacity
according to its development plans (new projects of
4.0 GW). Other increases are attributable to small
producers and investors who will assume a share of
almost 15% of the market..."

Source: The Italian Electricity Market Outlook:
Opportunities from liberalisation, market growth
and energy trading

* Assess the Italian competitive landscape by supplier, end user,
generating capacity, and key players merger and acquisition

strategies.

* Forecast future Italian electricity import demand based upon

demand growth rates, transmission capacity, contract tenures and
future interconnection projects divided by company and country.

¢ Identify profit opportunities within Italian renewable energy

resulting from local and European Union incentives, green certificates
and ratification of the Kyoto protocol.

¢ Predict future Italian power supplies based upon a timetable for

fuel conversions of existing plants and capacity by fuel type and
forecasts to 2010.

e Understand the affects of Italian tariff reform and how tariffs are

applied by time of day, date, transportation, customer and

consumption levels.
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Sample information from the report

Chapter 3: Green Certificates

Expected demand for Green Certificates and relative economic value

Until April 2005 the value of Green Certificates will be » .
Summary of renewable plant capacities & production

established by the GRTN, which may also issue uncovered

Green Certificates (with no counter-value of renewable energy 350 70
300 T 600

production) in order to prevent potential system malfunctions 250 4 1 500

in the initial phase of the market caused by considerable g 740 <

150 + 1300 ©
demand and insufficient offer of Green Certificates.

100 T 200

Thereafter, the GRTN will have to cover this issue, purchasing 50 1100
Green Certificates on the market at the price determined by * | Biomass | Hydro | solar | wWind | Geo |

. . . . - MW 97.83 293.44 0.69 98.42 60
the intersection of demand and offer. Therefore, within the ——GWh| 65291 | 57684 | 089 | 23014 | 586

first phase, the Green Certificates' offer price will, at their
Source: The Italian Electricity Market Outlook N.B. Data relates to January 2003

highest, be equal to the value of those issued by the GRTN.

As the average purchase price of renewable energy in 2002,

according to the GRTN's trade, has been 13.376 euro-cents/KWh, the average sale price of the same energy on the
market through auction has been 4.958 euro-cents/KWh. The sale price of the Green Certificates held by the GRTN was
fixed to 8.418 euro-cents/KWh. The GRTN explained that the demand for GCs is equal to 3.3bn KWh, while the offer
amounts to 5.5bn KWh, of which 1.2 is provided by private producers with IAFR (plants fuelled by renewable energies)
qualified plants and 4.3bn KWh.

The price fixed by the GRTN represents a price cap, and if the GCs available on the market through the production of
renewable energy are not sufficient to cover demand, the GRTN has to issue GCs at the price fixed. For this reason, a
private producer should offer them at a lower price to be sure of selling its own GCs. Normally, the private producer
stipulates a long-term bilateral contract and the lower price is also justified by the securitisation that the long-term

contract provides for financing, and other internal issues.
Green certificates can be bought or sold in two ways:

* Private negotiation - mainly by stipulating bilateral contracts between two or more parties. These contracts can be

related solely to the GC, or include energy as well

e Power exchange (GME) - established as the operator to run the platform of the GC market.

GRTN provides software for operators so they can check the amount of GCs they have in their own account at any time,
and all the transaction made so far. The subjects who can participate in the market as buyers or vendors are all national
producers, importers, traders and associations. The GRTN is allowed to participate only as a vendor. The system is based
on the merit order sorting mechanism for price, which decreases for the purchase and increases for the sale offers. The

transactions are on a continuous basis.

Order this report today to find out more...
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About Business Insights

Business Insights appreciate the importance of accurate, up-to-date incisive
market and company analysis and our aim therefore is to provide a single,
off-the-shelf, objective source of data, analysis and market insight.

www.globalbusinessinsights.com

| would like to order the following report(s)

(Please use BLOCK CAPITALS)
1.

2.

Ordering Multiple rep

Multiple report discounts )
Enter total price below

O 1 report

O 2 reports - save 15%

O 3 reports - save 20%

1. Price is for a ‘Single User’ licence
2. Discount applied to sum of total list price. Cannot be used in conjunction with other offers.
3. Contact marketing@globalbusinessinsights.com for more information on regional/global licences

[0 Hard Copy
Please fill out recipient derails below if you wish
to order a printed version of your report(s).
= Add £50/€75/$95per report
= Please allow 28 days for delivery

‘Interactive’ Version

A new, innovative way to view our publications
Customize, search, translate, contrast,
manipulate and extract report content.

= Add £50/€75/$95per report

Communications Feedback

Please let us know if any of the following factors influenced your purchase...
[ Email/Fax/Postal promotion
O Brochure

O Table of Contents

O Colleague Recommendation

[0 Trade Press

O My Account Manager
O Conference materials
O Website/web search

Recipient details (If different from Payor)
Title: Mr/Mrs/Ms (Please use BLOCK CAPITALS)

First Name: Last Name:

Email

Job Title

Department

Address

City State/Province

Country Post Code/ZIP

Tel Fax

Marketing Department Code Ref: Website

marketing@globalbusinessinsights.com

www.globalbusinessinsights.com

Registered Office: Business Insights Ltd, Mortimer House,
37-41 Mortimer Street, London W1T 3JH.
UK Registered Number: 05006037

)
'ﬂr +44 (0) 20 7551 9700

1 Business Insights

FAX BACK TO: +44 (0) 207 900 6688

or scan and e-mail to

Company details 3

Company name:

EU companies (except UK) must supply VAT / BTW / MOMS / MWST / IVA / FPA number:

Purchase Order Number (if required)

Payment method 4

Please indicate your preferred currency: |:| GBf |:| EURE D us$

Total order value is

[T 1 will forward a check payable to Business Insights Limited.
[[] Please invoice my company (please complete invoice address below)
[ 1 would like to pay by bank transfer (email address required)

[[] Debit my credit/charge card: m Amex e Visa

@ Mastercard
-

Card No

Expiry Date Signature

Payor details 5

Title: Mr/Mrs/Ms (Please use BLOCK CAPITALS)

First Name: Last Name:

Email

Job Title

Department

Address

State/Province

Post Code/ZIP

Tel

Fax

Sign here to confirm your order:

ORDERS WITHOUT A SIGNATURE CANNOT BE PROCESSED

By completing this form you agree that the data in the form will be used for the purpose of processing your
order. We may also use your data to keep you informed of our products and services. As an international organization,
Business Insights may need to prozess your data in countries which do not have data protection laws, or which have
standards lower than the EU. Business Insights seeks to protect your pers:
data by writing to us. In case of quel
wolld not like Bu: hts to contact you by:

Email Il Post Il Fax I Phore

Qeeasionally, our client list is made available to other companies for carefully selected correspondence. Please check here if
you do ot wish to receive such correspondence by:

Email ll Post [l

This order is subject to our standard terms and conditions, a copy of which is available on request.

3. You have a right to see and correct your

ct info@globalbusines se tick the relevant hox{es) if you




