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Overview

This paper focuses on Italy in the context of the Kyoto Protocol. According to the Annex I to the last National Allocation Plan (NAP), Italy’s emissions are 95 Mt. CO2 eq. above the Kyoto target of -6.5%, i.e. 19% over the goal. After the revision by the European Union, the Italian NAP allocated an average of 195.7 Million European Union Allowances (EUA) for the period of 2008-2012. Such an allocation should contribute 32 Mt. CO2 to the Kyoto commitment, i.e. 32.6% of the emission surplus. This means that 63 Mt. CO2 have to be abated by means of other policies, measures, or Kyoto mechanisms. The Italian Government states in the NAP that 19 Mt. CO2 will be compensated through CDM/JI and 16.2 Mt. CO2 through sinks (LULUCF). Other 32.7 Mt. will be abated by non-ETS sectors.
Method
This paper proposes a critical analysis of the Government plan based on the analysis of recent Italian energy history and a wide set of policy measures that have been stated in formal documents and not implemented. The study is performed using the ICE (Italy’s Carbon Emissions) model. ICE generates energy and carbon emission paths up to 2020 and elaborates sensitivity analysis on caps, carbon prices, and other variables.
Results

In particular, the research focuses on:
· alternative scenarios of emissions and caps;

· the cost for the electricity sector associated with such scenarios under different hypotheses of carbon allowances prices;

· the final impact on the whole economy.
Conclusion
A conclusion of our analysis is that either more stringent ETS caps or a purchase of carbon credits on the international ET market are necessary. Given the troubled Italian public finance situation, purchasing carbon credits could represent an unplanned, and maybe not feasible, heavy burden. 
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