Fig. 2 – Restricted sea areas at Malta.
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6.2.1.3. Maltese onshore pipeline section
The main objectives of the study are to define the pipeline routes to convey the natural gas to
Enemalta power stations, located at Delimara and Marsa, as well as to make available the natural
gas for potential marketing in the Island.
Different alternative routes have been studied taking into consideration economical and technical
requirements as well as public safety and respecting of the territorial restrictions.
Two pipeline route options have been investigated, considering the three different shore
approaches locations described in point 6.2.1.2. (see Figure 3. ; Enclosure 7.2 provides all the
details):
OPTION 1 (Overall aerial photo map 1:15.000 scale, drawing no 00-LB-C-81201): it provides
for the NPS 16 pipeline shore approach near Sala Rock (N-E Malta).
OPTION 2 (Overall aerial photo map 1:15.000 scale, drawing no 00-LB-C-81205): it provides
for the two shore approaches alternatives in Delimara Peninsula (S-E- Malta), such as:
Alternative A: at Il Kalanka Tal-Gidien bay, S-E of Delimara peninsula.
Alternative B: between Fort Delimara and Delimara Lighthouse, S-W of Delimara
peninsula, inside the Marsaxlokk bay.

Fig. 3 – Maltese onshore routes.
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OPTION 1:
The route has been split in three different sections:
• First: It includes the section from the shore approach at Sala Rock to the
landfall terminal station located N-W Marsascala. The total length of this
section is about 1.690 m and the pipeline diameter is 16 NPS (16 inches);
• Second: This section includes the pipeline route from downstream the
landfall terminal station up to inside Delimara power station. The total
length of this branch is about 4.660 m and the pipeline diameter is 10 NPS;
• Third: This section is the most challenging of the whole pipeline route
requiring two new tunnels, the re-using of the last section of the existing
Marsaxlokk -Has Saptan – Ras Hanzir tunnel and the crossing of the Grand
Harbour. The total length of this branch is about 8.085 m and the pipeline
diameter is 10 NPS.
OPTION 2:
The main objective was to reach Marsa power station using, as far as possible, the existing or
under construction tunnels.
This design approach has led to take into consideration three potential route solutions downstream
the Delimara power station, such as:
a) Installation of the gas pipeline inside the existing Marsaxlokk -Has Saptan – Ras
Hanzir tunnel from the entry point located in the Marsaxlokk Bay up to its exit
point at Ras Hanzir;
b) Installation of the gas pipeline inside the “Delimara-Marsa tunnel”, still under
construction;
c) A pipeline route which combines the open trench route solution with the reusing, where possible, of the existing Marsaxlokk -Has Saptan – Ras Hanzir
tunnel to reach Marsa power station.
On the basis of the route desk study results and of the data gathered during the site
reconnaissance visit, solutions a) and b) have been abandoned.
Option 2-c) route solution, includes two different sections:
1. Section 1: a NPS 16 pipeline from the shore approach to Delimara landfall
terminal station (inside the Delimara Power station area)
2. Section 2: a NPS 14 from the Delimara landfall terminal station to Marsa power
station.
Section 1 envisages two alternative shore approaches in Delimara Peninsula (S-E
Malta):
-

Alternative A: at Il Kalanka Tal-Gidien bay, S-E of Delimara peninsula .

-

Alternative B: between Fort Delimara and Delimara Lighthouse, S-W of
Delimara peninsula, inside the Marsaxlokk.
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Immediately after the shore approach, the two alternatives originate a single route
solution which reaches the Delimara power station where the landfall terminal plant
is provided.
The total pipeline length of Section 1 Alternatives is almost the same, varying from
2.000 m (Alternative A) to 1.740 m (Alternative B).
The total pipeline length for Section 2 is about 11.323 m.
The Landfall Terminal Station will be provided at Delimara power station, having the
same dimensions and facilities as per Option 1 route solution.
From the terminal landfall station, to reach Marsa power station, no other route
solutions are possible apart from following almost the same route solutions studied in
Option 1- Sections 2 and 3.
Option 1 route solution appears as the route which better optimises the hydraulic
configuration of the system as well as the main objectives of the study, such as:
-

To minimise the length of the offshore section and the overall cost of the gas
infrastructures needed to supply the Maltese natural gas market.

-

To locate the shore approach in a low environmental impact area.

-

To allow the connection of both the power stations and to predispose the future
expansion of gas market in the Island.

On the other hand, Option 2 requires:
•

A larger pipeline diameter (i.e., NPS 14 vs. NPS 10).

•

A significantly larger extension of the pipeline offshore section length (about 13
km for Alternative A and about 16.4 km for Alternative B).

•

Shore approaches location in important environmental areas.

The two route options have almost the same cost. The main difference is due to the
total onshore pipeline length (i.e., 13.3 km of Option 2 vs. 14.4 km of Option 1). But,
if we consider also the length and the cost of the offshore section, Option 1
becomes the most cost effective route.

6.2.2. Pipeline Hydraulic Simulation and Sizing
6.2.2.1. Sicilian and Offshore Pipeline Sections
The data considered for the sizing of the gas transmission system are, basically, the following:
- Maximum flow rates
“
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about 120.000 scm/hour

“
21

- Min delivery pressure to power stations 30 barg
Pipeline hydraulics simulations for the South (alternatives 3 and 1) and North (alternative 2)
profiles were performed.
The pipeline diameters investigated in the hydraulic simulations and the project requirements are
summarised below:
a) Nominal diameter equal to 16” and pressure at Gela equal to 55 barg. Minimum
pressure at Delimara > 30 barg;
b) Nominal diameter equal to 12¾” and minimum pressure at Delimara greater
than 35 barg. For this case, a compressor station at Gela is necessary;
c) Nominal diameter equal to 18” and pressure at Gela equal to 55 barg. Minimum
delivery pressure at Delimara > 35 barg;
d) Nominal diameter equal to 14” and minimum pressure at Delimara equal to the
relevant one of case c). For this case, a compressor station at Gela is necessary;
From the hydraulic simulation results it can be seen that:
•

a 16 inches pipeline assures a pressure at Delimara greater than 30 barg also
during the maximum flow-rate demand;

•

an 18 inches pipeline assures a pressure at Delimara greater than 35 barg (the
minimum pressure is 42.5 barg).

6.2.2.2. Maltese onshore pipeline section
The pipeline sizing has been performed considering the overall transportation system( i.e.
including in the calculations the off-shore section ) by assuming the following design data and
constraints:
• Delivery pressure at Gela:
55 barg
• Total flow rate
2,30 Mm3/d
of which
1,30 Mm3/d at Delimara
(max about 67800 m3/h )
“
•

1,00 Mm3/d at Marsa
(max about 52200 m3/h )

Minimum delivery pressure to power stations

30 barg

The basic results are the following:
• Confirmation of the 16 inches diameter for the sea-line;
• On shore section:
Option 1:
NPS=103/4 inches
Option 2:
NPS=14 inches
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6.2.3. Costs Estimation
The Investment cost estimations of the more probable technical solutions to be adopted for the
connection Italy – Malta are shown in Table 11 (in which the investment costs are expressed in
2002 USD, with an accuracy of ± 20% and considering a USD/Euro rate of exchange equal to one):
a) The investment cost for the sea-line (including the Italian onshore section) could vary from
about 79 to 87 Million USD, according to the final configuration of the gas transmission system
that will be chosen, also considering the results of the feasibility study relevant to the Maltese
on-shore section.
b) The investment cost estimation of the Maltese on-shore section varies between about 15 and 14
Million USD, as a consequence of the Option considered.
c) The cost estimations worked out by Snamprogetti have to be completed considering the
development, financing and other costs borne by the Project sponsors to implement it.
These costs, at this stage, can be estimated to be 4.5 Million USD for all the possible solutions.
d) The operational costs of the gas lines have been estimated to be included in the range shown in
Table 11 .

More technical details are given in the Feasibility Studies by Snamprogetti.
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Table 11. Sicily to Malta Gas Pipelines - Costs Estimation
(Million USD)
Gela-Delimara
(alt. South )

Gela-Sala Rock
(alt. North )

85,8

77,6

( 152,6 km - 16" )

( 136 km - 16" )

1,6

1,6

CAPITAL EXPENDITURE (b)
Sealine

Onshore Sicily (a)
Onshore Malta

Owner's Costs
TOTAL

14,1

14,9

( 13,1 km - 16"/14" )

( 14,4 km - 16"/10" )

4,5
____________
106,0

4,5
____________
98,6

Minimum
0,20
0,20
1,23
1,23
1,53
0,78
0,78
0,78
1,23
0,78
1,08
0,78
1,23
0,78
0,78
0,78
1,53
0,78
0,78
0,78
1,23
1,48
1,08
0,78
1,23
0,78
0,78

Maximum
0,40
0,40
1,71
1,71
2,11
1,14
1,14
1,14
1,71
1,14
1,54
1,14
1,71
1,14
1,14
1,14
2,11
1,14
1,14
1,14
1,71
1,94
1,54
1,14
1,71
1,14
1,14

55.000

55.000

OPERATIONAL COSTS (c)
Sealine+ Onshore Italy

Start of Commercial Operations

year
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

Onshore Malta ( USD/year)
(a): Including a connection N.D. 16" - 1,1 km
(b): MUSD - Costs 2002 constant, accuracy +/-20%
(c): Costs 2002, constant
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7.

LEGAL FRAMEWORK AND TAX REGIME.

This chapter covers the legislation, regulations and Government Ministries and Authorities relevant
to every stage of the Malta Gas Project.
The information is listed chronologically, covering each stage of the project.
7.1. Research and Survey activities
Malta is a signatory to the United Nations convention on the Law of the Sea.
Article 40 of this Convention states that:
‘During transit passage foreign ships, including marine scientific research and hydrographic survey
ships, may not carry out any research or survey activities without the prior authorization of the
states bordering straits.’
The authority to be contacted for authorization is the
Oil Exploration Department
Auberge de Castille
Valletta CMR 02
Tel. (+356) 21 237 921 Fax (+356) 21 246 015
E-mail (Director): godwin.debono@gov.mt
The contact person in this Department is Dr. Godwin Debono, Director, Oil Explorations.

7.2. Construction of undersea pipeline terminal.
(a) The Malta Resources Authority
Any activity related to the importation, distribution and supply of natural gas requires authorization
by the Malta Resources Authority.
The Natural Gas (marketing) Regulations 2002, which will be in force by the end of the year, are a
transposition of Directive 98/30/EC concerning rules for the internal market in Natural Gas.
These Regulations state inter alia that the MRA shall receive applications and grant authorizations
to build and/or operate such natural facilities pipelines and associated equipment within the
territory of Malta.
The EU Directive was transposed to the degree that as a member state Malta would qualify as an
‘emergent market’. Consequent Article 4, Article 18 (1), (2), (3), (4) and (6) at the Directive were
not transposed and do not form part of the Regulations.
The Malta Resources Authority may be contacted at:
Address: Block A
Floriana CMR 02
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Tel. Nos. 22 997 709
Fax No. 22 997 705
Website: http://www.mra.org.mt
E-mail: chairman@mra.gov.mt
Chairman: Mr. Joseph N. Tabone, K.M., C.P.P.A., F.I.A, F.C.I.B., F.C.I.F., F.B.I.M.
Director (Energy): Ms. Phyllis Farrugia
(b) The Malta Environment and Planning Authority
Both the laying of the gas-pipeline on the sea-bed of Malta’s territorial waters and the construction
of the installation are subject to the authority of the Malta Environment and Planning Authority.
The overlying legislation is the Development Planning Act, 1992, Chapter 356 of the Laws of
Malta. This act provides that no development shall be carried out without the permission of the
Authority, and subject to the various provisions of the Act and any regulations arising there from.
According to Legal Notice 86 of 2002, the Development Control Commission (Types of
Applications) Regulations 2002 applications for construction of infrastructure and utilities projects
are dealt with by Division A of the Development Control Commission of the Authority.
This commission carries out those functions of the Authority in relation to development control,
which the Authority may from time to time delegate to it and require it to perform, subject to such
conditions as the Authority may deem appropriate. This Commission is delegated to take decisions
on applications falling mainly in white areas, villa development, major projects and applications
falling outside the development zone.
The Chairman of the Commission is currently Mrs. Catherine Galea M.Q.R. B.Sc. (Eng) B.A.
(Arch) A & CE
Malta Environment and Planning Authority
St. Francis Ravelin
Floriana
Website: www.mepa.org.mt

(c) Utilities and services (Regulation of Certain Works) Act – Chapter 81 of the Laws of
Malta.
This Act regulates the way utilities may acquire rights of use of public and private property in
order to provide their services.
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7.3. Setting up a limited liability company in Malta.
The authority in this case is the Malta Financial Services Authority and the overriding legislation is
the Companies Act. 1995, Chapter 386 of the Laws of Malta.
The Companies Act is broadly in line with European practice. The provisions in the Act for the
formation of a company and matters incidental thereto are the following.
i.

A company requires to be validly constituted under the Act, and this requires a Memorandum
of Association entered into and subscribed by at least two persons, and a certificate of
regulation is issued in respect thereof.

ii.

The Act naturally distinguishes between a private and a public company but the requirements
for the contents of its Memorandum of Association are the same, and in line with international
law and practice.

iii.

The authorized share capital of a company shall be not less than twenty thousand Maltese Liri
subscribed by at least two persons in the case of a public company; or not less than five
thousand Maltese Liri subscribed by at least two persons in the case of a private company.

iv.

In the case of a public company, not less than twenty-five per cent and in case of a private
company not less than twenty per cent of the nominal value of each share shall be paid up on
the signing of the Memorandum.

The Malta Financial Services Authority, may be contacted at:
Dr. A. Bartolo LL.D
Registrar of Companies
Registry of Companies
Malta Financial Services Authority
Attard, Malta
Tel: (+356) 21 441 155
E-mail: registry@mfsa.com.mt
Fax: (+356) 21 441 195
7.4.

Domestic Tax Provisions

i.

Under Malta’s tax system a company is considered registered in Malta if it is incorporated in
Malta or, in the case of a foreign body or persons, if its control and management are exercised
in Malta. The company rate of tax is 35% on chargeable income. Malta operates the full
imputation system of taxation and any tax paid by the company is imputed to the shareholder
in the event of a dividend distribution.

ii.

Maltese resident companies are considered to be in the same group of companies if one is the
subsidiary of the other or both are subsidiaries of a third company resident in Malta. A
company is considered a subsidiary of another company if the parent company owns more
then fifty per cent of the ordinary share capital and voting rights of the subsidiary and is
entitled to more than fifty per cent of the profits available for distribution.
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iii.

Under current Value Added Tax regime LPG in cylinders is subject to a rate of 15 per cent.
This tax is borne by Enemalta and is not passed to the consumer. Enemalta is entitled to claim
back VAT paid in its own purchases.

iv.

Malta has a Double taxation Agreement in force with Italy.

7.5. Energy Charter Treaty
Malta is a signatory to the Energy Charter Treaty.

7.6. Enemalta Corporation
Enemalta Corporation is a government-owned public corporation established by the Enemalta Act,
Chapter 272 of the Laws of Malta.
As a body corporate it has a distinct legal personality and is capable of entering into contracts and to
carry out any transaction for the purpose of the importation, distribution and supply of natural gas.
The Government Ministry responsible for Enemalta Corporation is the Ministry for Economic
Services.

8. INTERNATIONAL INSTITUTIONS CONTRIBUTIONS.
The sea-line high investment cost and the low “load factor” of the gas customers determine high gas
transport costs.
A substantial Grant from the International Institutions, as well as strong financial support, will
therefore be necessary.
The Malta Gas Project has been included in the National Development Plan that Malta presented to
the EU.
A preliminary check with EU officials showed the possibility to obtain a contribution for the
pipeline construction either from “regional” or from “network completion” funds. The Maltese
membership of the EU has been confirmed to be a pre-condition.

9. GAS SALES AGREEMENT – OUTLINE OF THE MAIN TERMS.
According to the Memorandum of Understanding, the negotiation of the various agreements
necessary for the implementation of the Malta Gas Project is beyond the Feasibility Study’s scope.
Such “Final Agreements” will be negotiated between the Parties after they have evaluated the
Feasibility Study outcomes and in the event they determine that the Project is technically and
economically feasible and decide to proceed.
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Nevertheless some considerations have been done in order to outline the main terms of the most
important agreement to be negotiated during the Project implementation phase.
Such terms don’t constitute a preliminary negotiation. They have been discussed in order to make
available to both the Parties, for their evaluations, which are the main conditions to be incorporated
into a gas sales agreement in order to reflect the characteristics of the Project and , ultimately, to
make it feasible.
It can be qualified as a “Long Term – Take or Pay” one, where:
- “Long Term” means that the agreement lasts for many years (e.g. 25 years);
- “Take or Pay” means an obligation of the Buyer to offtake, or to pay if not taken, a
minimum quantity of natural gas on a yearly basis.
Such characteristics are necessary, inter alia, in order to allow the return of the dedicated pipeline
investment.
The Price Structure of the natural gas to be made available is comprised of :
- A Commodity Charge, expressed in Euro or USD/MMBTU. It is due and payable for the
quantities of natural gas delivered and taken or to be paid according to the “Take or Pay”
clause.
- A Capacity Charge which is a fixed yearly term, partly escalated, to be paid independently
from the quantity of gas offtaken and related to the investment and operational costs.
An outline of a gas sales agreement main terms and of the Price Structure is reported in Enclosure 9

10. FINAL CONSIDERATIONS.
Some main observations can be made at the end of the this Feasibility Study, which should be taken
into consideration by the Parties while evaluating if and how to proceed with the Project
implementation:
a) From the technical point of view the construction of the gas lines doesn’t present
particular difficulties;
b) The high construction costs of the pipelines, when compared to the volumes of gas to be
supplied (also due to the low load factor of the consumers), determine high specific
transportation costs. These costs have to be minimised in order to improve the economic
feasibility of the Project.
In particular a substantial Grant from the International Institutions and a strong financial
support will be necessary, as well as the optimisation of the fiscal regime applied;
c) Following the issue of the “Natural Gas (Market) Regulations, 2002”, the specific
legislation for the gas sector (permitting, operations, commercial activities, fiscal regime,
….), where necessary, will have to be completed in order to guarantee the feasibility of the
Project;

d) The assumed construction programme of the new CCGT’s is of fundamental importance
for the Project. Any delay or change in it could require to shift the Project implementation
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or could change significantly its economics and consequently its economic feasibility for
one or both the Parties;
e) Even if beyond the specific scope of this study, it has to be highlighted that, in order to
maximise the confidence in the Project’s feasibility by all the “actors” involved in it
(shareholders, institutions, lenders, …), the structure of the electricity prices in Malta will
have to be more cost reflective in the future.
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