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1 Introduction:The Union for the Mediterranean and the Mediterranean
Solar Plan

On 13 July 2008 the Heads of States and governments-bfetideEartean countries meeting in Paris have
agreed to strengthen the proockd3arcelona initiated in 1995 and to transform it into the Union for The
Mediterranean (UfM): an area of peace, democracy, cooperation and prosperity. In order to accomplish these g
regional projects were created, among them the Mediterr&taan Solar
The permanent Secretariat, soon to be established in Barcelona, will be responsible for carrying out the feas
studies and elaborating the 6 regional projects and, more precisely, the Mediterranean Solar Plan (MSP).
According to the Europeamnaiesion, UfM activity in the field of energy should contribute to create a regional
electricity market and to promote regional trade. Thus buildiid erdthetEleé r r anean O6acqui s 6:

- Supporting a stable legal framework

- Reinforcing the role of a regioeady regulator (MEDREC)

- Fostering the transfer of knowledge apthbtses

SolarPower: the main resource in the Mediterranean region

Solar energy is the main resource in Mediterranean countries. In their latitudes one of the biggest potential |
world is conceated.

As a regional initiative,3btar Thermal Electricity (STE) proposalM8Pticeuld contribute to improve the
security of the energy supply in EU countries as well as to meet the increasing domestic demand trough rene
enagy sources atmboost economic developmémt IUfM ndglJ countries

A MSP based mainly on STE genktate new income resources and reinforce the grid infrastructure in these
countries, as well as create aggg@nahdustrial sector of sotanponents manufacturing.

The MSFSTEcould also contribute to achieve the renewable energy 2020 targets by EU countries. According
Article 9Joint projects between MS and third coofiitreegew RES Directivat will enter into force in 2010,
EUMember States will be allowed to import energy from third countries.

But the main benefit from theT&Rill be to create a regional mark&TEetectricitthat will allow a faster

evolution to reduce castprove dispatchability rexdicavate consumption, thus leading to a fully competitive

kWh cost foltgmts built by 2021 and beyond.

These plantbuilt with components and engineering prodindgad Southern Mediterranean cousntides

Europewill produce electricity at a conepetitie to be sold locally Buinpedepending on price and demand

in a fully interconnected environment.

The MSISTE proposed can be perfectly combined with Wind and PV plants. In fact, the grid compone
transmission and electricity tr@okemes compatible and cobdd shared with otlgeneratiotechnologies.

Location®f different RES plamii dependmainlypn the availability of the resquoreshe transmission
capacities and on the demand pridilevernithe present proposal ci#fs and economics of installed
capacities relates only on Solar Thermal Electricity Technology.
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2 Solar Thermal Electrici#chieving the EU Policies and Targets

2.1 STE: a European Industry

The emerging industrgal&r Thermal Electricity (STE$ stram European roots. It is growing mainly due to the
technical and economic success of the first projects and to the stable green pricing or support mechanisms
bridge the initial gap in electricity costs @retdeéd). Future growth will depeaduccessful cost reduction

and astrong effort in R&D to omtithiz potential for technical improvEmenmtean component and equipment
suppliers invest in R&D in order to improve the performance of the individual components. Enerdly companies &
Europe are joining the effort and starting business in STE in the framework of the EU internal market and in the
market, independently if there is technical potential in their respective countries. There is common understandir
the STE busirseehas a wide market and a high potential both in Europe and abroad, the European industry being
good position for development in these markets, mainly in the EU and the Mediterranean and MENA areas.
TheSTEindustrnyconsidershatin the sherand medimterm the European Union should install demand pull
instruments and promote support mechanisms suéh @svieatie most powerful incentives to boost the solar
thermal electricity generation.

In the framework of the internal electricity mazkabtex|Sthtes can benefit in the mediumtemboiigm the

huge potential of solar thermal electricity both in South EU countries and South Mediterranean countries.

In themediunterm th&upergridhould be opened to solar power from Nortmaitideom countries partners

of the Mediterranean Solar Blah,this power impbanshould be secured by implementing demand pull
instruments aBaireMediterraneaiagional agreemeimshe framework of the Union for the Mediterranean

STE dispatchlityi can be an essential factor for the importing countries to be able to achieve their Renewak
Energy Sources (RES) goals, as a complement to other intermittent sources, whose contribution will be limited
grid requirements.

The potential for raggh and innovation is still of key importance for solar thermal power technologies. R&D |
needed to develop and test new materials, components and system development (i.e. coatings, storage,
steam/molten salt systems, adapted steam genenmatatewbhgaFurther research is also needed to improve
transmission and the energy grid.

Both lhe European Uniand Member Statsould continue to fund demonstration plants to push forward new
technologies. This is of utmost importance, as onlytprolagjigeare bankable.

2.2 STE:Contributing to Reach the EU Target: 20% of Renewable Energy Sources
by 2020

By 2010 there will be ntben 500 MW connected to the agritl theshorterm potential for European
Mediterram@ countries is estimated &08®8)W that could contribute, if the necessary measures are taken, to
the EU 20% target in the year 2020.

Solar thernatectric generation is highly predictable, and can beittotipdechal storage or hydtiioliz with

gas or biomass, enabling stattsabor European electricity net®ol&sthermoelectric plants havaliéero

inertial response as well as the capability for primary, secondary and tertiary electrical deagotadipsr in both

up and down.

Solar therretectric power plants weeet the demand at any time, day and night, and can supply electricity at peak
hours if they are anticipated. Furthermore these plants can easily meet the demand curve and contribute t
electrical systemob6s st aduntdof dhgr lessidispatohgble rendwable resoprees o
in the electricaystemshboth at European and at regional level, when allowed by the Supergrid development
including the Southern Mediterranean and Northern Baltic areas.
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2.3 STE: Contributing to @U Raewable and Low Carbon Energy System and
Sustainability

The great dynamism of the Solar Thermal Electricity Europearhigystitgnitisil, operational reliability and
current production capandkes solar themertric generation a strategiaines for planning tigropean

electricity scherfae 2020 and beyofitie good dispaadtility characteristicsafr thermal power make the
difference with other renewable sectors

The European countri es | oc antiabtaddevelop soldr thernvdbetedtridity. SheS u n
tables below give an estimate of STE in Southern Europe based on the current technology. Further developme
technology and components achieved by the entire European solar industry willcieadytomuoonevefting

sun radiation into generated power, thus-teerawiimates will certainly revised upward.

STEEstimates 2032050Power Generation Capacity in Southern Europe (TWh/Year)

600 A

500 A

400 M Spain

2010 | 2015 | 2020 | 2030 | 2040 | 2050

Cyprus 0,1 0,7 2,2 55 9,2 14,1
200 -  Greoce Greece 0,1 2,1 5 11,4 | 19,2 | 29,5
 Cyprus Italy 0,1 2,8 9,9 24,3 | 40,6 | 62,3

Portugal | 0,2 29 16 345 | 57,5 | 88,7

100 -
Tg—L -
. . T Spain 1,5 8,5 56,7 | 119,3 | 199,5 | 306,4

2010 2015 2020 2030 2040 2050 Total 2 17 89.8 195 326 501

m Portugal

300 1 Italy

STEEstimates 2012050installed Capacity in Southern Europe (MW)

140000 -

120000 -

100000 - B Spain
20D | 2015 | 2020 | 2030 | 2040 | 2050

Cyprus 70 300 826 1861 | 2713 | 3519

30000 m Portugal

Italy

600001 oo || OTE€ce | 50 | 750 | 1653 | 3535 | 5490 | 7378
40000 - u Cyorus Italy 50 | 1000 3311 | 7468 | 11597 | 15585
20000 - Portugal | 50 | 1000 | 5317 | 10428 | 16194 | 21763
e 4 . . . . . Spain 500 | 3000 | 18893 36708 | 57006, 76611
2010 2015 2020 2030 2040 2050 Total 720 | 6050 | 30000 60000 | 93000 | 124856
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2.4 STE: Developing a Regional L-0egn Strategy for a Full Renewable Energy
System and Sustainability

A worlavide long term strategy is needed to build a sustainable low carbon energy system in order to secure
energy supply and to meet the challehgémate change. For the EUWelongenewable supply regional
approaches are of paramount importance (i.e. Baltic Region, East and Central Europe, and the Mediterranean
which includes the non EU countries partners of the Union for theaMeelitceyrdn the loaign the

Supergrid wild.l be the most economic and efficient
Focusing on Solar Thermal Electricity, the EU and its Member States should take advantatfeeof the fact the
| argest potenti al of the world is in Southern Eur

partners in the Union for the Mediterranean.

North African countries should develop clean technologies to face the increasargydderesini. the
mediunterm, if in the EU a target of 30 GW for 2020 is fmasibl&aaer contribution could be olitained
longetermif the potentials of the Northern Africa countries are developed.

STE Potential Capacity in the EU an@diftries 2020 2030
Operating hours/y83iEEurope 2,833 2,917
Operating hours/y8aiENA 3,258 3,354
Transmission lossesiNEAIrope 6% 6%
STEshare in European grid (inside Europe generation) 2% 4%
STEshare in European grid (imports) 1% 6%
STEshare in European grid (total) 3% 10%
STE Potential Production in the EU and NA Countries 2020 2030
Installed capacitysdfEplants in Europe GW 30 60
Electricity generati@TEin Europe TWhlyear 89,8 195
Installed capacitysdfEinNA countries GW 10 85
Electricity generati8iEin NA countries TWhlyear 32 286
Transmission lossesiNAirope TWhlyear 2 17
Electricity import from NA TWhlyear 30 269
Total electricity generation$ibEn TWhlyear 115 444
STEshare over total etagity consumption % 3% 10.6%
STEshare generated inside Europe % 2% 4.2%
Importe@TEshare % 1% 6.4%
Energy consumption Europe TWhlyear 3,734 4,182

Source: IEA2008, Est
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Dramatic changes are to be introduced in the present energy syigatmsheirnmiegative impact on the
environment anThed hWo rwodedteddSirGmdatdasEBshtrtte to 35° south, receives

several thousand times the global &ieedga resource which is currentlgxpititedA large padf this

enormous energy could be harnessed through solar thermal technologies, conveyed and used in a sustainable
In the lonterm the huge potential of STE can be developed and generate electricity from solar-power for a E
Mediterranean markegjreen electricity that will benefit all partners. This join effort should be developed in the
framework of the Union for the Mediterranean, starting with the Mediterranean 20@) flahd@0 bild

the path for a solar future of theMadiérranean region and therefore, substantially contribueide a EU
consistent, versus full, renewable consumption from Finland to Spain, from Greece to Poland or from Irela
Portugal.

By using a mere 0.4% of the total surface of the Saham Hesgreah demand for electricity could be entirely

met, and the global demand by using only 2%.

Areas of the size as indicated by the squares would be sufficient for STE Plants to generate as much electricit
consumed by the World and by trespedétively (Source DLR Germany 2005).

2.5 Contributing to Economic Growth and Employment: L&bategy Goals

STE fants are mainly locatedrynareas that arecultivateshot used for agricult@emmercial activity within

these areas will directlgt andirectly benefit local communities. Direct benefits include the collection of taxes an
the creation of new jobs, the indirect benefits being an increase in local services to support the new jobs create:
The plants require skilled labour for dastnmaintenance and operation. The types of jobs initially created
would most likely be technical or construction ones, but opportunities for manufacturing and services jobs ma
develop as facilities evolve.

The calculation of the new jobs createskancurrent industry practices to assess the number and type of jobs
that will result from the enactment of renewable ermmyy iproggent years. For @ais, every 100 MW

installed will provide #@M/yeagquivalent manufacturing joBsn @@ntracting and installation, and>@M.

A community can benefit indirectly from economic development, i.e. through an increasing demand in local se
commodities. It is widely accepted that for each construction job, four serviaggolrs sangporé Once
construction is completed, O&M will also require local services.
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2.6 Reinforcing the World Leadership of the European Solar Throtatity
Industry

Europan countriemrethe world leadén this technology as demonstrated rmyt tirdynumber of plants under
construction, but also by the ownership andtcamstir new plants in the USAheunttérnational tendering of

plants in ndwtrn Africa or thaile Eaghat arewarded tBuropean companies.

Componentare manufacied all over Eurgpihere are factories in many EU countries. Regarding parabolic
mirrors, absorber tubes, collector structures, heliostats, steam turbines, alternators, transformers and c
components, the European solar plant constructingthéuaginearing are world references.

Today this emerging sector accounts companies frooudi€d) more if we take into account non specific

STE components manufacturers that are, however, part of the normal equipment of electricity generation ti
thermal processes.

Furthermordha number of R&D activities promoted and developed by research centers and by the industry are
key indicators.

In short, the European industry is perfectly prepared to lead the development of thesedigitiaiblegies worl

world leader and should remdinisthe challenge for the coming years.

3 The Solar Ther mal Ell @eatingafdd i ty | nd
RegionalRenewabldlectricityMarket

The main objective of the Union for the Mediterraoesatdasatoegiorsaka ofjrowth, sustainabditg social
developmenthe Mediterranean Solar Plan can contribute to the main objectivessettbeaatieegsified

safe and economically scupglyas well as dncreasdshare of renewalsources in the energytoanface

the climate change challenges.

The Solar Thermal Electricity industry estimates at 30GW the potential for installed capacity in the EU by
mostly in the Southern countries. The patdfeidikerranean Southeumtcies is technically several times the

world demand. Wanimagine that a lower tattggat for the EU is economically, Vatitestance 20GW

The benefits of developing Solar Thermal Electricity plants are in terms of new low carbiyntinstalééd capac

the increasing energy demand. In terms of social benefits, if 20 GW of solar thermal power newrcapacities are |
the Northern African camtestimates on job creation until 2020 eotdthbef 235,28@nyearjobs 80,000
inmanfacturing (40,000 on site and 40,000 in Europe)ntaadniction and 35,280 in O&M.

3.1 General Conceptd the MSESTE

Assumptions have been made as an example or model in order to contribute to the definition and implementa

the MSP.

- Theelectricityproduced by théants will be usedtbeir respective local markgtarof it could beold in
EU countriem other wordgthn theEureMediterraneaeagional market

- The plants promoters must be technically and financially widlbleaveh&yguarantee the investment cost,
the completion tirttegperformance atittO&M costs.

- The plants mix should have an adequate compmiveise tost, dispatolity, future potential and
relevancy with the intendgtnal markatirpose.

- The rate of deployment will laloe ticcelerated progresdiwedifow time for the CSP cost reduct@n and
possible increase of the electricity market price.
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- The financial effort requiredilshe kept reasonable, and the schemielattract as mughivate capital

as possible in the funds needed. The timetable for implementation will be consequently adapted.
- A successful implementation will require consistent political support.
Such a successful implementatioonkyiiossible with a HVDC Blaliterranean super grid, capable of
accommodating by 2020trdmesporof at least 15 GhétweerNorthern Africa to Eura@el with sufficient
transportatiaapacityithin Europe.
Furthermore, it is expected that local utilimelep@ndent power dueers I( P Pwills build other non
dispatchable renewable plants, indudeth the Mediterranean Solar Plan. Wind farms will have an attractive
price once their production is assured through the increased interconnection capacity among Soutt
Medierranean countrigsd with EU countriB$iotovoltaic and parabolic disc concentrating solar plants using
batteries or hybridisation will have a role as distributed generation, particularly adequate for small remote village

3.2 Main Goalsf the MSISTE

Oneof the main goals of the MSP is to contribute to the creatimMetliterranearegional renewable
electricity market presligith a regional legal framework, and rules and mechanisn#ssfpattaafehe MSP,
building 20GW &blar ThermaleEtricity plantsy 2020 could generate amwirprocess for all UfM parttiers
successfully implemeritagl conditiorigr an accelerated, purely mdrien, developmerDEplants will be
created. These plants will feed the long termyateetticiof the UfM countries by using the virtually endless
potential of the North African deserts.

The MSP will also help the economic develofogthieofi Mediterraneanntries by creating a new income
resource, providing electricity to enhancavthdievelopment, reinforcing the grid infrastructure and allowing a
new industrial sector of solar components manufacturing to be created.

The Mediterranean Solar Plan will §inafigthen the leadership of the European fadilititg the trdesof
technology and kAesw among UfM partners and, in therrmidreate a powerful regional market and industry
to lead this global emerging sector

3.3 Creating a Regional Electricity Market

By 202B0GW in EU ag8 GWn South Mediterranean cosinfrisewly installed capacity should be integrated

in the griboth reinforcing existing infrastructures and byhbuildingnational and transmediterranean ones

which could be the basis for aMaditerranean Superdilids will create an optirmixand the dispattdtility

of CSP in order to get the adequate integration into the system. New HDVC trarbalissidhdiesport

ofa share dghe energy producBdiferent options are possible.

Concerning decentralised genewditib8tirling systems hybridised with fossil fuels oradidnphsdgovoltaic
installations with battenght be the object of a different programme. They could provide electricity to remote
villagesn standing along systemsioigrics. However, the mhing, financing and implementation of such
decentralised programaredotally different and deserve a separate and specific approach.



6 July 2009

There are many examples of HDVC lines in the world, and Baubge Mveanead lines can transport tension

up to 800 KV at an overall comparable cost to AC lines of the same capacity. For the time being submarine
underground lines can only transport up to 350 KV and still have a higher cost.

Due to developmenteable isolation, the main cable suppliers expect to increase voltage within the next 5 yea
within reasonable costs. Converting stations manufacturers will improve both cadtaaks teolterye,
transistors technologlge combination of improabtbs and improved converting statiosasitithe HVDC
transmission capacity to reach costs comparable to AC lines.

The main transmission companies and transmission
about subterranean Hé¢€Cause of cost consideration. It is only when the need is extremely urgent that they
decide to use this technology like they have done for-8gaRigimclonnection through the Pyrenees.

There are many factors wdffelctthe cost of an HDVC linethdr it is overhead, subterranean or submarine.

The rate at which this cost will decrease is dependent of technological improvements and the market size

invest ment of 2 MU/ km for a 400 MW Iline seems to
A relevant plan to impleradfureMediterraneb8upergrid will encourage investments and lead to a substantial
decrease in the costs of cables, fabrication of ¢

per 1,000 km should be possiblethgtimext few yrsa
European Supergrid: The Real Challenge

_v’. ‘V: :V- :vi E 800 kV AC Overhead lines

+ o+ Wide social and
l l 500 KV DC .
L environmental

) rejection
Iy 800 kv DC

WA LT

_ Buried DC lines
M

= Use of existing roads
andrailways

= Betteracceptance
but still expensive

Source: ABb

1 (The EU CommissiontsnGreen Paper on a European grid, safe, sustainable and cdd@id(i@0e8)782final) of
13.112.2008 includes as one of the main projects the AN
region and to increase the security of energy supply

10
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There remain several barriers to the importation of electricity in Europe. All over the continent national AC gric
interconnectors are saturated. In most European countries the peak power growth of the last years has not
compensated by aresponding development of the transportation system, furthermore the construction of ne
overhead transmission lines seems virtually impossible. In other countries the required timeframe to build
transmission lines is quite long (between 10 arg).15 yea

The recent creation by 42 transmission system operators (TSOs) from 34 European countries of a hew assoc
the European Network of Transmission System Operators for Electiig)tya{laM§S& enhancing the
integration of the Europeanieigctnarket may pave the way to a transeuropean transmission system capable of
handling the 2020 and beyond renewable generation requirements.

3.4 Phasefthe MSESTE

Roadmapo enablthetransportatiaf renewable energy from North African colfurigseto

Phase 12009 2012The expoation shariaroughhe existing Morocco to Sgaatrical interconnection

Phase 22013 2016: Additionteainsmediterranegnd interconnections betweeth Mfricand Europ@he
basis of the Edvtediterraan Supergrid)@einforcement of the existing one alloviwaggpert of
partof the electricity produced by th8 TiEmlants

Phase 320177 2020: Real European electricity marketBuitbMeediterranean Sugréd of much higher
interconnecticapacity inside Europe

Phase 42021 onwards: Acceler&EBdeployment will not require additional public support

3.5 Economic and Social Benefits of the {8FP

As an example, if 20 GW of solar thermal power new capacitiestheSdutit Meditengancountas,

estimates on job creation until 2020 caulotdleof 235,28tanyeatjobs 80,000n manufacturing (40,000 on

site and 40,000 in Europe), 120,08@struction and 35,280 in O&M.

Furthermore, the creation of these jobs will #ilewdeelopment of a permanent educational system (schools,
vocationdfaining institutes, etc) to continuously train skilled (hangeskeicians, engineers, developers etc)

Solar Mediterranean P&8olar Thermal ElectricitEmployment Pregtions)

Year | Ingalled | Manufacturing Manufacturing| Construction | O&M man/year Total
Capacity, Jobs in Europe | Jobs inNA Jobs man
(MW) man/year man/year man/year lyear
New Accumulated
2011 200 400 400 1,200 120 120 2,120
2012 300 600 600 1800 180 300 3,300
2013 500 1,000 1,000 3,000 300 600 5,600
2014 700 1,400 1,400 4,200 420 1,020 8,020
2015 1,000 2,000 2,000 6,000 600 1,620 11,620
2016 1,400 2,800 2,800 8,400 840 2,460 16,460
2017 2,000 4,000 4,000 12,000 1,200 3,660 23,660
2018 2900 5,800 5,800 17,400 1,740 5,400 34,400
2019 4,500 9,000 9,000 27,000 2,700 8,100 53,100
2020 6,500 13,000 13,000 39,000 3,900 12,000 77,000
Total 20,000 40,000 40,000 120,000 - 35,280 235,280

Mln thstable only the period from 2011 to 20&hismta account, while the jobs will last during the whole operating life of the plants estimated at 50 years.
As mentioned before, the job creation after 2020 would be even more impressive, as many more plantawéhket durildiiodsr full

11
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3.6 Cost Estimationsf the MSFESTE

The table below shows what ESTELA thinks is a reasonabkiongiameot the solar thelentic initiative

in theSouth Mediterranearuntries. The initiative should encompass the expansion/construesoto of faciliti
export part of the electricity produced to Europe through a neansiecsseat system

The main goal is to reach by 2020 an amount of 20,000 MW installed power in th&t fletethareas.
implementation®f Eplants will requsigrificansupport such as féedariffs, but with time the more electricity
will be produced, the less help will be needed.

Solar Mediterranedtiand Solar Thermal Electricifgroject Cost Projectioifsost per kWh for the initial .
years)V

Yar | New Installec Investment | Accumulated | Annual Production Transp. & Total Cost
Capacity ( 0/ Kw) Power(MW) | Investment Costs (| Loss. ((cal/
(MW) (G x 1,0 Costs
(cd/ kwh
2011 200 5,000 200 1,000,000 21.6 2.3 23.9
2012 300 4,854 500 1,456,311 206 2.2 22.8
2013 500 4,713 1,000 2,356,490 19.6 2.1 21.7
2014 700 4,576 1,700 3,202,996 18.7 2.1 20.8
2015 1,000 4,442 2,700 4,442,435 17.8 2.0 19.8
2016 1,400 4,313 4,100 6,038,261 16.9 2.0 18.9
2017 2,000 4,187 6,100 8,374,843 16.1 1.9 18.0
2018 2,900 4,005 9,000 11,789,827 15.4 1.9 17.3
2019 4,500 3,947 13,500 17,761,708 14.6 1.8 16.4
2020 6,500 3,832 20,000 24,008,544 13.9 1.8 15.P
Total Investment in Power Plants 81,331,414
Total Investment in Transmission Lines 16,000,000
Total Solar Programme Investment 97,331,414

(MAfter repayment of the debt, this total cost will decrease to a fraction, as only O&M costs will remain
(@)after 2020 we may expect further reduction in the kWh cost

Other @&planatory notes:

All economic figures are given on a constant 2008 basis.

The figure of installed power per year follows a typical progressively increasing curve. The first 200 M/2@ildpbevidsthlledt an operative

program is set up in 204 ratio of 6,500 MW of new capacity added per year is reached in 2020, which is consistent with the @&®all projections of
development in NA countries by 2030 and 2050. In all cases 1&#toofWwithrigis has also been taken into comsideratio

The investment per kWlnste d has been initially estimated at 5,000 U, dtdich is t
ot hers that only have a smal/l operational storage (4,000 a/ kw).

A reduction of 3% per year for the installation coststh&srbato account.

A reduction of 5% per year of the electricity production costs has been calculated as a result of the aforethetiorstalletductosts combined

with a continuously improving efficiency of the plants.

Electrical loss of 6 % on the HVDC transmission lines, including converter stations, have been estimated.

The impact of the new transmission lines into the energy costs have been estimated on the basis of curraidrcairendrdianiafostan of 10%

ove 30 years, considering aattdis factor of 65%. The length of the HVDC lines has been estimated at an average 2,000 km, with 200 km of submarin

cables and including converter st ati on ghealdctridityddble corsnondedinEufopei s r epr esent

3.7 Financingf the MB-STE

Taking into account the most likely scenario of a continuous increase of the electricity price produced by fossi
operated power plant s, t hpgportisingedad togeach the 20,000 MV goal thyo t
2020?20 but rather Ahow big wild.l the savings be fo
created under the Plan?o

12



6 July 2009

There is no doubt that there will be a time when the celastititigoroduced by solar thermoelectric power
plants will be lower than tludstne electriciproduced by conventional gas plants. As the electricity costs
produced by solar power plants will be stable, without being affected by tisevdiigsiaetitike end of the
operational life could be very high.

Nevertheless, until this breakeven point is reached some public support will be of utmost importance to favol
investments by the private industrial sector within the Solar Mé&lditér&rlaa Thermal Electricity

This support could be formulated, for instance, through a 20 year Power Purchase Agreement (PPA) coverir
production costs. After this period the reference PPA price could be significantly reduced feriedsecond PPA p
Other alternatives can be designed to value this I@mpvierdD yearspacity of producing dispatchable
electricity at an almost fixed cost.

The volume of this initial collective effort will strongly depend on the trend of tineredgmswdrich will

determine when the cross between the decreasing solar costs curve and the increasing fossil fuel costs cul
reached. According to this possible schedule, a large proportion of the plants to be initiated before 2020 (likely
to be initiated closer to that date) will be able to generate electricity at prices below the contemporary altern
fossil fuel electricity from theiruptatate. If this were the case, no financial help would be required for this
potentially largeoportion of plants.

4 Implementationf the MSESTE

The MSISTEIis proposed to be implemented progredsiirady 10 years. The progression is scheduled as
follows:

6.009) Yearly New Installed

Capacity (MW)

5.0009]

4.0004

3.0064

2.0064

1.0001

2011 2012 2013 2014 2015 2016 2017 2016 2019 2020

There would be no reahsmediterrangaterconngoh capacity neaasil2016.
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