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Introduction

On March 19, 2004 (OJ L 81, p. 72) the Commis-
sion's conditional positive decision closing the
formal investigation procedure on case C 60/2002
was published. It concerned an aid scheme that
Tuscany Region (Italy) had planned to implement
for the reduction of the greenhouse gases emis-
sions.

It approved, for the first time, an aid intensity
going beyond 40% (75% in the case at hand), in
favour of investments in renewable sources, and in
particular in new photovoltaic installations. It can
therefore constitute a useful precedent for other
Member States where programmes intended to
support solar energy are planned.

Description of the planned measure

In November 2001 Italy notified an aid scheme
project, aiming at reducing the greenhouse gases
emissions through (1) the promotion of renewable
energy sources and (2) energy saving programmes.

Within the former, new biomass installations,
preferably integrated with district-heating
networks, new solar energy installations, new
renewable energy installations (wind, solid biode-
gradable municipal waste and biogases ones)
serving the needs of minor islands and, in partic-
ular, new photovoltaic plants were envisaged.

The expected overall environmental goals of the
whole scheme, over the period 2002-2007, were:
(1) a lower atmosphere pollution, engendered by
greenhouse gases, corresponding to 700.000 tons
CO2; (2) a percentage of 3% of the global energy
consumption, derived from renewable sources,
attained, and (3) energy saving equal to 25.000
tons of oil.

Aid was envisaged to be provided in the form of
non-refundable grants, with respect to investments

in buildings, plants, equipments, directly linked
expenditures for planning, work supervising and
testing, and finally land, whether strictly neces-
sary, up to a maximum percentage of 10% of total
eligible costs. Undertakings of all sizes were
intended to be recipients of the aid.

While aid intensities between 30 and 40% were
envisaged with regard to all planned measures of
the scheme, the increased intensity of 75% was
proposed only towards new photovoltaic installa-
tions.

Public support to promote investments

in solar energy installations

The Commission examined the notified aid
measures in the light of the Community guidelines
on State aid for environmental protection (herein-
after also referred to as ‘the guidelines’), published
in the OJ C 37 of 3.2.2001, p. 3.

Public support to promote investments in solar
energy installations may be in principle provided,
under the above mentioned guidelines, pursuant to
Article 32, first paragraph, which stipulates that
investments to promote renewable sources of
energy are deemed equivalent to environmental
investments undertaken in the absence of manda-
tory Community standards, on the grounds they
represent one of the Community's environmental
priorities (1) and one of the long term objectives
that should be encouraged most.

This is why a basic rate of aid of 40%, which can
be considered as already being relatively high, is
allowed for investments in support of these forms
of energy.

Solar energy complies with the definition laid
down at Article 2(a) of the Directive 2001/77/
EC (2), to which the guidelines explicitly refer,
as far as renewable sources of energy are
concerned (3).
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(1) See Council resolution of 8 June 1998 on renewable sources of energy, published in the OJ C198 of 24.6.1998, p. 1
(2) Directive 2001/77/EC of the European Parliament and of the Council of 27 September 2001 on the promotion of electricity

produced from renewable energy sources in the internal electricity market, published on the OJ L 283 of 27.10.2001, p. 33.
(3) See footnote 7 to point 6 of the environmental guidelines.



The enforcement of the third

paragraph of the environmental

guidelines

Furthermore, the third paragraph of point 32 of the
guidelines allows the above mentioned threshold
of 40% to be increased, up to a maximum of 100%
of the eligible costs, to the extent that the necessity
of the proposed intensity can be demonstrated by
Member States.

This provision had not been applied thus far in
respect of solar installations.

More in general, as regards all renewable energy
sources, the provision at hand, so far, has only
been applied in the Austrian Investment scheme
for renewable heat production by biomass installa-
tions (1).

Assessment

In order to assess the necessity of the 75% aid
intensity proposed by the Italian authorities in
respect of new photovoltaic installations, the
Commission calculated the investment cost per
kW in respect of five installation layouts, supplied
by Italy.

The average investment cost resulting was
7 934,40 €/kW, which is in line with the ENEA (2)
data, submitted enclosed to the comments of the
Italian authorities. In fact, according to the former,
the investment costs per kW, related to photovol-
taic installations, had to be set in a range between
7 746 and 8 263 €, particularly when referring to
the production of electricity, linked to a distribu-
tion network.

The guidelines clarify, at point 37, fourth para-
graph, that, for renewable energy, eligible costs
are normally the extra costs borne by the firm
compared with a conventional power plant with
the same capacity in terms of the effective produc-
tion of energy.

Accordingly, the Commission, in order to appre-
ciate the necessity of the proposed aid intensity,
compared the average extra costs of the only initial
investment of photovoltaic installations to those
ones of the other renewable energies (wind,
minihydro power, biogases, geothermal, biomass)
in addition to non-renewable (fossil sources).

It came out that, although the non assisted
percentage of the extra costs was of 25% for the
photovoltaic installations, instead of 60% for the
other renewable energies, the average contribution
of the beneficiary to the extra costs of the invest-
ment was supposed to amount to 1 892 €/kW, in
the case of the photovoltaic energy, while it
attained only 1 209 €/kW for the most expensive
among the other renewable energies.

The resulting average contribution, net of any aid,
of the recipients to the total investment costs, in
absolute figure per kW installed, is therefore
2 330 € in the case of photovoltaic installations,
compared to an amount of 1 647 € and 874 €,
respectively referred to the most expensive and the
cheaper among the other renewable sources, and
finally of 438 € for conventional plants, producing
grey energy.

The Commission also estimated the average pay
back time of the investments concerned. In the
case of photovoltaic energy, provided a rate of aid
of 75% of the extra costs is allowed and on the
basis of an actual production of 3,2kWh/day per
1kW of capacity installed, it should be 11 years.

On that basis, the Commission considered there-
fore the necessity of the rate of aid of 75% suffi-
ciently proved, in the case of the sub-measure
‘new photovoltaic installations’, pursuant to point
32, third subparagraph of the guidelines.

A dynamic approach to the investment

costs gap between photovoltaic and

other renewables

The Commission highlighted that a yearly report,
by the Italian authorities, on the execution of the
scheme, was particularly necessary in the case at
hand, in order to allow the monitoring, during the
duration of the aid scheme, of the gap between the
investment costs of the photovoltaic technology
and those of the other renewable sources.

In such a way, where a risk of overcompensation
of the specific installations, in respect of which the
intensity of 75% has been authorised, should
arise (3), a recommendation proposing appropriate
measures might be issued by the Commission to
Italy, pursuant to article 18 of procedure Regula-
tion 659/99, in order to permit a fine tuning of the
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(1) Commission decision of 20.6.2001 on the case N 645/2000 – Austria ‘Grants for biomass’.
(2) New technologies, Energy and Environment Italian Institute.
(3) In particular where the average contribution – net of any aid – of the recipients to the total investment costs, in absolute terms per

kW installed, would become lower in the case of photovoltaic installations in respect of other renewable energies installations.



aid intensity with relation to the actual dynamic of
the relevant market segment.

Conclusion

The relevance of the presented case is twofold.

First, as regards the merits of the case, it is suscep-
tible to represent a useful precedent for other
member States whenever they plan to go beyond
40% and up to 100% of aid intensity for invest-

ments in solar photovoltaic energy, to the extent
that the relevant market features which were taken
into account for the assessment of this case would
still be valid.

Secondly, from a procedural point of view, and in
the light of the modernisation process of State aid,
a first step of which is the procedural imple-
menting regulation (1), it can be deemed to repre-
sent a good example of de-dramatization of the
opening of proceedings.
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(1) Commission Regulation (EC) No 794/2004 of 21 April 2004 implementing Council Regulation (EC) No 659/1999 laying down
detailed rules for the application of Article 93 of the EC Treaty, published in OJ L 140 of 30.4.2004, p. 1.




