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RENEWABLE ENERGY POLICY REVIEW
ITALY

Most important Renewable Energy Source (RES) in Italy is hydropower, contributing to 16.6% of total gross
electricity production of the country. Italy has also large geothermal resources, both high and low temperature:
it is the most important producer of geothermal electricity in Europe. Despite strong growth in sectors such as
onshore wind, biogas and biodiesel, Italy is far from the targets. Firstly, there is a large element of uncertainty
due to political changes and ambiguities in current policy design. Secondly, there are administrative constraints
such as complex authorization procedures at local level. Thirdly, there are financial barriers such as high grid
connection costs.

The Italian government is working out the details of more ambitious support mechanisms for the development
and use of RES. Italy may be on the verge of moving towards a feed-in tariff-based renewable energy rebate
scheme, similar to successful models implemented in Germany and Spain. Italian Government is developing a
national building law that will ensure that solar thermal installations are installed in new and refurbished
buildings and will assist in increasing the market penetration for RES-H&C technologies.

The Italian nuclear power referendum of November 1987 rejected the expansion of the country's nuclear power
industry by the construction of new nuclear power plants. Subsequently, the Italian government decided in 1988
to phase out existing plants.
KEY FIGURES

e The share of RES in total primary energy consumption was of 7.36% in 2007.

e The share of RES in the gross final energy consumption was 5.2 % in 2005.

e The share of RES in the gross electricity production was 15.7% in 2007 with 49.441GW/h, conventional
energy produced 291.7GW/h.



e The share of biofuels in the transport sector in 2007 was 0.49%.

e |taly energy dependence on imports amounts to 85.2% in 2007.

Technology specific figures

e Hydropower represents one of the most important energy resources in the country. With 7,100.1 GWh
electricity production, Italy has registered a 2.2% increase of the installed capacity in 2007 (i.e. 2,522.3
MW) compared to the previous year. Italy has also the biggest small hydropower installed capacity at
European level.

e Biomass energy accounts for 14.07% of gross RES production. In 2007 there were 109 plants in
operation producing 6953.7GWh.

e Geothermal energy is also important in Italy, representing around 2% of the total gross electricity
production (i.e. 5.569,1GWh) and accounting for 31 plants all over the national territory.

e Wind energy reached 2.714,2 MW of installed capacity at the end of 2007, with a total of 203 turbines.
4,034TWh of electricity were produced in 2007.
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RES POLICY

At the end of 2007 the Italian government has introduced some new provisions for renewable power
generators. Small generators (up to 1MW, with exception of wind plants, whose limit is 200kW) will have the
choice between selling their green certificates on the market and receiving a feed-in tariff.

The renewable energy obligation for Italian suppliers will increase annually by 0.75% to 2012 (instead of the
former 0.35%), starting from the 2007 share of 3.05%. After 2012, a new annual increase percentage will be
established by the Italian government.



RES TARGETS
Mandatory targets set by the Directive on the Promotion of the use of energy from renewable sources
e 17% share of RES on the final consumption of energy in 2020.

e Atleast 10% share of renewable energy in final consumption of energy in transport by 2020.

Indicative Target set by the RES- electricity European Directive from 2001*

e 25 % share of RES on gross electricity consumption by 2010.

Indicative Target set by the European Biofuels Directive from 2003’

e Biofuels consumption of 5.75 % of petrol and diesel use for transport in 2010.

Progress towards the Targets

e The Share of RES-e in the total electricity consumption was of about 15,7% in 2007, 16.6.% in 2006, in
2005 13.93%, so smoothly Italy is moving towards it s 25% target by 2010 but still is far from reaching it.
Italy aims for a RES-e share of 25% of gross electricity consumption by 2010. But then the Italian
Government declared that a more probable target would be 22%.

e For biofuels, Italy’s Decree 128/2005 set a reference value of 1% by 2005, which is lower than the 2%
reference value in the EU Directive.

RES POLICY INSTRUMENTS

Support for RES electricity

In order to promote RES-e, Italy has adopted the following schemes:

1
Directive 2007/71/EC on the promotion of electricity produced from renewable energy sources in the internal electricity market. Currently in force, sets
targets up to 2010.

? Directive 2003/30/EC on the promotion of the use of biofuels or other renewable fuels for transport Currently in force, sets targets up to 2010, with
indicative targets by 2005.



Quota obligation

An obligation for electricity generators to feed a given proportion of RES-e into the power system. In 2007, the
target percentage was 3.05%. In case of non-compliance, sanctions are foreseen, but enforcement in practice is
considered difficult because of ambiguities in the legislation.

The renewable energy obligation for Italian suppliers will increase annually by 0.75% to 2012 (instead of the
former 0.35%), starting from the 2007 share of about 3.05%. After 2012, a new annual increase percentage will
be established by the Italian government.

Tradable Green Certificates

Tradable Green Certificates (which are tradable commodities proving that certain electricity is generated using
RES) are used to fulfil the RES-e obligation.. Due to the price formation mechanism of TGC, until 2007 TGC prices
mostly corresponded to a reference (upper cup price) price set by GSE, referring to CIP6 mechanism: prices have
thus reached a peak of 139,1 €/MWh in January 2007. After this, the change of the supply/demand condition in
the TGC market made prices more connected to a standard competitive market condition, with the values of
TGC falling down to 80 €/MWh in 2008 summer sessions. Thanks to the new measures included in the Budget
Law 2008 (and its implementation decree), price are now climbing again and are presently stable around a 100
€/MWHh price.

The Financial law 2008 (LEGGE 24 dicembre 2007, n. 244.) has introduced new change in the Italian green
certificate system:

e Each green certificate corresponds to 1IMWh (before was 50MWh).

e Green certificates will be released for 15 years (before were 12 years and even before 8 years).

e Green certificates will be differentiated for the renewables sources: the number of green certificates
corresponding to the production will be multiplied for a different factor for each source (before was the
same for all renewables).

e Small plants (P<1MW) can decide to sell energy and take the green certificates or a feed-in tariff

(electricity price+incentivation).

e The implementation decree of Budget Law 2008 provided a mechanism through which unsold TGC in the
market can be retired by GSE at the mean price of the previous 3 years. Such a provision was included in
order to break the price collapse of TGC, as seen in 2008.

See Annex Il for more details on the green certicates system in Italy.



Feed-in tariff for PV

The Italian Ministry for Industry passed a law for a new feed-in-tariff for photovoltaic installations, effective
from 24 February 2007. The new ‘Decreto’ guarantees a feed-in tariff for PV-installations larger than 1 kilowatt.
The owner, being a person or a company, receives 0.44 Euros/kWh (and 0.49 Euros/kWh if the PV panels are
architecturally integrated). For installations larger than 3 kW, the tariff is about 5% less. From 2009, the tariff
annually decreases by 2%, and it will end by 2020. The maximum power to be installed is 3,000 MW by 2016.
This is a fixed tariff, guaranteed for 20 years. Additionally, the owner can choose to sell the electricity or to opt
for the net metering service only for small installations (P<200kW).

New Feed in Tariff System
The Financial law 2008 (LEGGE 24 December 2007, n. 244.) changed the green certificate system in many parts
and, and together with the green certificate system, it has established a new feed-in tariff system for small (P <1

MW) renewable plants (except PV- have their own feed in tariff explained before) but these feed in tariff only
applies for plants started producing from or that were refurbished or revamped after) the 1st January 2008.

e Small plants (P<1MW, Wind < 200 kW) can decide to sell energy and take the green certificates or a
feed-in tariff (electricity price+incentivation).

e These feed-in tariffs are different for each renewable source. These tariffs differ from 18 ct/kwh for gas
from landfill to 34 ct/kwh for t idal and wave energy.

e Feed-in tariffs will be released for 15 years.

e Priority access to the grid system is granted to electricity from RES and CHP plants.

Plants (< 1 MWe) Feed-In Tariff (euro cent/kWh)

Wind 30

Solar (according to decree 19 February 2007)
Geothermal 20

Wave and tide energy 34

Hydro 22

Biodegradable waste, biomass different from the other 29

in next point

Biomass and biogas via agricultural farming and forestry 30, not applied at the moment, to be implemented
activities from short chain through a specific decree

Gas from landfill and gas from wastewater purification 18

processings and biogas

Support for RES Heating and Cooling

Investment subsidies

For micro, small scale and diffused cogeneration units.



The overall amount of contributions is equal to 30.000.000 Euro, to be distributed to eligible and selected
projects with the following criteria:

e Up to 20% of capital cost (maximum limit of 200.000 Euro) for units fed by natural gas (increased to 30% in
case of tri-generation).

e Up to 30% of capital cost (maximum limit of 300.000 Euro) for units fed by biomass or for hybrid units fed by
natural gas- biomass. (Increased to 40% in case of tri-generation).

e For projects in areas not serviced by gas network the contribution at point 2 is increased to 40%.

Tax incentives

Italian citizens, when they make their tax declarations, may deduct 55% of the investment costs of their solar
thermal systems (and any other energy efficiency investment) from their tax bill, spread over ten years. This
deduction decreases to 36% if the national fund planned for each year is exhausted. Any refurbishment to a
house incurs VAT at 10% instead of 20%. Eligible refurbishments include the installation of solar thermal
systems.

Investment incentives

A regulation from January 2007 establishes among others investment incentives for the solar thermal
installations of 50 to 500 sm. The scheme covers 30% of eligible investment costs of these systems based on the
following calculation:

e Glazed flat collectors: C (€/m2) = 1/3 (1600 + 25000/S). S is the surface in sm.

e Unglazed flat collectors: C (€/m2) = 1/3 (550 + 25000/S). S is the surface in sm.

e Evacuated tube collectors: C (€/m2) = 1/3 (1900 + 25000/S). S is the surface in sm.

For citizens, grants are available through the Programme Comune Solarizzato, from the Ministry of Environment
and Territory Management ("Ministero dell'Ambiente e della Tutela del Territorio") in combination with funds
from Italy’s regional governments. Both parties contribute 50% to a scheme that refunds citizens who install

domestic solar thermal systems. The programme includes as well raising-awareness campaigns at the level of
the provinces, based on the agreements they have with the Ministry.



Biofuel quota obligations

Support for Biofuels

Resource Quota in % (per year) Year Comments
Biofuels 2.5% (energy) 2008 Guideline only
Biofuels 5.75% (energy) 2010 Compulsory

Fiscal Incentives

Fiscal measures have been targeted on biodiesel and vegetable-based ethanol.

Biodiesel, provides for exemption from excise duty for an annual quota of 200 000tonnes of biodiesel under a

six-year programme running from 1 January 2005 to 31 December 2010.

The size of the reduction may be amended, by means of a decree issued by the Minister for Economic Affairs
and Finance, in order to prevent overcompensation of the additional costs involved in the production of

biodiesel (compared with the cost of diesel oil).

It is planned to monitor the average industrial production cost of biodiesel to provide a basis for assessing

whether or not there is any overcompensation.

Italian law (Article 21(6a) of the single text on excise duties) provides for reduced rates of excise duty on
vegetable-based ethanol and products derived as fuel or fuel additives as part of an experimental programme to

encourage the use of this biofuel.

Fiscal incentives

RES Investments benefit from a rebate on VAT (10% instead of 20%) and from a 10-year corporate tax reduction,

if carried out in southern regions.

Investment Subsidies

Italy planned to offer incentives for investment in renewable energy production. Qualifying production units

include:

Support for all RES

grid connected photovoltaic plants from 20 kW to 50 kW ;
wind energy plants from 20 kW to 100 kW;
solar thermal collectors from 50 m2 to 500 m2;
biomass plants from 150 kW to 1000 kW;




Nevertheless, the Budget Law 2008 explicitly forbid cumulating any kind of capital incentives and TGC, meaning
that if a new plant (produced by 2008) acceded to any kind of capital incentives, it's automatically excluded from
TGC regime. Partial exception to this is represented by plants supplied with short chain biomass, whose
construction can be supported up to the 40% of the investment value.

For wind energy plants, solar thermal collectors and biomass plants, the refunds to capital costs can be up to 30
% of initial costs. For investment in solar PV, the incentives can reach 60% of the plant's capital costs. In the case
of photovoltaic plants, it is hoped that this incentive scheme will help to boost Italy's installed photovoltaic
capacity to 3,000 MW by 2016.

Annex |. Evolution of RES production in Italy (1994-2006)
Annex Il Green certificate system in Italy.



Sources:
European Commission Factsheets by Country

http://ec.europa.eu/energy/energy policy/facts en.htm

Member States Reports in the framework of the Directive 2001/77/EC on renewable electricity

http://ec.europa.eu/energy/res/legislation/electricity member states en.htm

Member States Reports in the framework of the Directive 2003/30/EC on biofuels

http://ec.europa.eu/energy/res/legislation/biofuels members states en.htm

APER

www.aper.it

IMAA, CNR

http://www.imaa.cnr.it/

EurObserv’er Barometer

http://www.energies-renouvelables.org/observ-er/sig/eufores/sig.asp

Italian Ministry of Economic Development

http://dgerm.sviluppoeconomico.gov.it/dgerm/ben/ben 2007.pdf

Gestore dei Servizi Elettrici

http://www.gse.it/

Terna — Italian electricity distribution company

http://www.terna.it/
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Annex |. Evolution of RES production in Italy (1994-2006)

RES Production (GWh) (1994-2007)
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RES Gross Production out of Total Gross Production in
Italy (1994 - 2007)
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Annex Il Green certificate system in Italy

The Financial law 2008 (LEGGE 24 dicembre 2007, n. 244.) has introduced new change in the Italian green
certificate system:

e Small generators (up to 1 MW) will have the choice between selling their green certificates on the
market and receiving a feed-in tariff.

e The renewable energy obligation for Italian suppliers will increase annually by 0.75% to 2012 (instead of
the former 0.35%), starting from the 2007 share of about 3.06%. After 2012, a new annual increase
percentage will be established by the Italian government.

e New installations that can qualify as Renewable Energy Sources will be granted green certificates
(Certificati) for the duration of fifteen years (previously twelve years).

e The default energy value of certificates changed from 50 MWh to 1 MWh, which is more convenient for
small producers.

e Moreover, the Italian government introduced 'banding' into the certificate system, similar to the UK
modifications to its ROCs system. The quantity of green certificates granted to renewable power
producers with installations larger than 1MW is derived from the multiplication of the real power
production expressed in MWh and a coefficient, varying with the technology considered. This coefficient
varies from the minimum unitary coefficient for the wind onshore energy to a maximum value of 1.8 for
wave and tide energy, biomass and biogas energy>.

e If an excess of certificates is offered on the market, the 2008 financial plan says that the GSE (the Italian
Power Services Administrator) is committed to purchase green certificates on the market at the yearly
averaged price of the year before. In 2007 the green certificates price was around 130 euro/MWh.

. Green Certificates
Plant size Source

Coefficient
Wind onshore 1.00
Wind offshore 1.10
Solar (according to decree 19 February 2007)
>1 MWe

Geothermal 0.90
Wave and tide energy 1.80
Hydro source different from those from previous point 1.00

® In order to become executive, feed in tariff and k factor for short chain biomass (0.30 €/MWh and 1.8) needs a specific
decree of the Agriculture Ministry, in which short chain concept is further explained. Up to that point, the value of the tariff
and of k factor is respectively equal to 0.22 €/kWh and 1.1. More in general, those values as appear in the table are subject
to a revision due to the redaction of the above mentioned decree.
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Biomass

Plant size

Biodegradable waste, biomass different from the other in next point

Biomass and biogas via agricultural farming and forestry activities

Biomass and biogas of previous point used in high yield CHP reusing the heat
power produced in agricultural sector

Gas from landfill and gas from wastewater purification processings
and biogas from activities not included in the previous point

Source

Biodegradable waste, biomass different from those described in next points

Biomass and biogas deriving from "short chain" agricultural, farming and

forestry activities

Power >1 MWe

Biomass and biogas from previous feeding high efficiency CHP plants
reusing produced heat in agricultural sector

Gas from landfill and gas from wastewater purification processes and biogas

different from previous point

11

1.8

1.8

0.80

GC Coefficient

11

1.8

1.8

0.80
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