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Sir, 

I am pleased to inform you that the European Commission has assessed the Legge provinciale 7 
luglio 2010, n. 9, "Disposizioni in materia di risparmio energetico e energia rinnovabile" and 
the related implementing measures, which were notified by Italy pursuant to Article 108(3) of 
the Treaty on the Functioning of the European Union ("TFEU"), and has decided not to raise any 
objections to it on the ground that the measures partly does not constitute State aid and partly 
constitutes State aid which is deemed to be compatible within the meaning of Article 107(3)(c) 
of the TFEU, subject to the amendments agreed with the Italian authorities. 

 

1. PROCEDURE 

(1) On 17 December 2010, Italy notified the Commission of a set of schemes intended to 
provide for investment aid to support a wide range of energy-related investments in the 
Autonomous Province of Bolzano/Bozen (hereinafter, Alto Adige) pursuant to Article 
108(3) of the TFEU.  

(2) After an initial analysis, the Commission services asked for additional information on 18 
February 2011 and sent subsequent requests for further information on 28 June 2011 and 
7 February 2012. 

(3) Following the above-mentioned requests, Italy submitted additional information on 2 
May 2011, 6 December 2011, 9 March 2012 and 3 July 2012. 
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2. DESCRIPTION OF THE MEASURE 

2.1 Legal basis and objective 

(4) The legal basis for these measures in the national legislation consists of the following 
regional legal acts: 

(a) Legge provinciale 22 ottobre 1993, n. 17, Disciplina del procedimento 
amministrativo e del diritto di accesso ai documenti amministrativi (Provincial 
Law 22.10.93, n.17, Provisions for the administrative procedure and access rights 
to administrative documents); 

(b) Legge provinciale 7 luglio 2010, n. 9, Disposizioni in materia di risparmio 
energetico e energia rinnovabile (Provincial Law 7.7.10, n. 9, Provisions 
concerning energy savings and renewable energy), which defines the objective to 
be pursued and the range of investments to be supported, in the field of energy 
savings and renewable energy, delegating the local government to adopt the 
related implementing measures; 

(c) three Deliberazioni (resolutions), i.e. implementing provisions adopted by the 
local government to define the eligibility criteria and the administrative procedure 
for each of the different schemes at hand, as described in Table 1 below. 

Content
State aid 

involved?
Legal basis for State aid 

assessment
a) to c) thermal insulation of buildings

d)
solar-thermal installations for water heating for 
buildings or swimming pools

e)
solar-thermal installations for space 
heating/cooling

f) solid biomass heating installations
g) heating installations based on wood gassification  
h) geothermal heatpumps
i) use of waste heat from industrial refrigerators

j)
installation of photovoltaic panels and eolic 
generators (in case no grid connection is available)

k) feasibility studies

Annex B YES

EAG as for aid to renewables/district 
heating central installations) and 

article 107 (3)(c) TFEU as for aid to 
distribution infrastructure

Annex C NO
N.A.

(Alto Adige committed to apply the de 
minimis Regulation)

YES Article 107(3)(c) TFEU

NO
N.A.

(Alto Adige committed to apply the de 
minimis Regulation)

YES Article 107(3)(c) TFEU

NO
No aid for civil works and deminimis 

Regulation for the other expenses

YES

YES

Table 1. List of the notified legal bases and of the applicable State aid rules

Legal Act

Deliberazione n. 
1593, 27/9/2010

Annex A
N.A.

(Alto Adige committed to apply the de 
minimis  Regulation)

district heating installations based on renewables sources or waste 
heat of industrial origin or cogeneration

activities to foster energy saving and the use of renewable energy sources

Article 107(3)(c) TFEU
investments in hydroelectric generation for rural areas, private houses and commercial 
buildings

Deliberazione n. 
1803, 8/11/2010

connection to the grid of remote clients

grid repairings due to adverse weather conditions

grid connection, replacement or revamping in rural areas 

burying of mid- and low-voltage grid

NO

Deliberazione n. 
1804, 8/11/2010

investments in hydroelectric generation for remote users

 

(5) According to Alto Adige, i.e. the granting authority, all the measures listed above are 
intended to promote energy savings, end-use efficiency and renewable energy sources as 
well as to favour the electrification of remote alpine and rural areas. 
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2.2 Duration and budget 

(6) Under the measures at hand, Alto Adige planned to grant a total amount of EUR 187.25 
million over the period 2011-2016. It is worth noting that approximately half of the 
budget does not constitute State aid, as further detailed in the following sections of the 
present decision. 

(7) The aid is financed through the general budget of the Province and accordingly defined 
on a yearly basis. The budget originally defined for the year 2011 is reported in Table 2 
below. The three Resolutions, however, include the standstill clause until Commission's 
approval; accordingly, they have not been put into effect 

Budget in 2011
(EUR million)

Annex A 14.75
Annex B 16.50
Annex C 0.20

2.45
1.00

Deliberazione n. 1803
Deliberazione n. 1804

Deliberazione n. 1593 

Legal act

Table 2. Budget

 

2.3  Cumulation 

(8) According to the notified information, aid granted under the schemes at hand may not be 
combined with other forms of support of either national or EU origin.  

2.4 Provisions specific to Deliberazione n. 1593 

(9) Following the exchanges with the Commission services, by means of the formal letter 
dated 6 December 2011, the Italian authorities committed to apply Commission 
Regulation (EC) 1998/2006 of 16 December 2006 on the application of Articles 107 and 
108 of the TFEU to de minimis aid and to accordingly amend the legal basis for the 
measures provided for in Annex A and Annex C to the Deliberazione n. 1593. 

(10) As measures complying with Commission Regulation (EC) 1998/2006 are deemed not to 
meet all the criteria of Article 107(1) of the TFEU and therefore not to constitute aid 
within the meaning of the TFEU, the schemes laid down in Annex A and Annex C to the 
Deliberazione n. 1593 have not been assessed and fall outside the scope of this Decision. 

(11) This Section and the related compatibility assessment in Section 3.3.1 only refers to 
Annex B to the Deliberazione n. 1593, which concerns aid in favour of the construction 
or extension of district heating systems, i.e. including central installations and 
infrastructure. Eligible projects might rely on renewable energy sources and on waste 
heat resulting from industrial processes as well as electricity (co)generation, provided that 
they fully respect the requirements laid down in Section 3.1.6 and 3.1.8 of the 
Community Guidelines on State Aid for Environmental Protection (2008/C 82/01), 
hereinafter EAG1.  

                                                 

1 Par. 120 EAG: "Environmental investment aid in energy-efficient district heating installations will be 
considered compatible with the common market within the meaning of Article 87(3)(c) of the EC Treaty, 
provided that it leads to primary energy savings and that the beneficiary district heating installation satisfies the 
definition of energy efficient district heating set out in point 70(13) and that: a) the combined operation of the 
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(12) Eligible costs are the investment expenses related to all tangible assets (e.g., construction 
of the instrumental buildings, the purchase and installation of the boilers, the purchase of 
the components of and the construction of the distribution infrastructure) and the related 
ancillary intangible assets. In the letter dated 9 March 2012, the Italian authorities 
specified that, in case of projects intended to distribute heat stemming from cogeneration, 
eligible costs do not include the costs for the purchase and installation of the cogeneration 
unit. 

(13) Eligible beneficiaries are all legal persons investing in projects falling within the 
aforementioned categories and taking place within the territory of Alto Adige.  

(14) Annex B stipulates that the aid application shall be submitted before the project is started. 
Besides, in their letter dated 6 December 2011, the Italian authorities specified that, in 
case of aid to large enterprises, applicants will be asked to provide internal documents, 
such as a business plan and/or a feasibility study, demonstrating that the investment 
would not be sufficiently profitable and therefore would not be undertaken without aid. 

(15) Projects complying with the requirements laid down in Annex B will receive investment 
aid in the form of a direct grant not exceeding 30 % of the eligible costs, as defined in 
point (11) above. 

(16) The Italian authorities consider that the measure shall be assessed in the light of the EAG 
and submitted examples of the envisaged aid amount calculations for projects relying on 
both renewable energy sources and waste heat. For illustrative purposes, the details of an 
example based on a biomass boiler are reported below: 

• A company envisages investing in a district heating installation and infrastructure 
in a well-identified municipality of Alto Adige, whose consumers currently rely 
on distributed installations using natural gas (48%), gasoil (12%), LPG (1%); the 
remaining 39% is represented by consumers relying on biomass or households not 
using central heating. The related total requirement is approximately 5.150 kW. 

• The project, based on estimates concerning the probability of connection of 
customers in the light of the residual life of and the fuel used by their heating 
system, consists of a central installation providing 4.460 kW, including a woody 
biomass-fired boiler and a peak boiler relying on natural gas, with an expected 
total production equal to approximately 6.2 million kWh per annum, which is 
higher than the current needs so as to cover the losses linked to the distribution 
(see Ac and Cc in Table 3 below). 

• The distribution network is equal to 5.5 km, in light of the dense structure of the 
village (see Ai and Ci in Table 3 below).  

• The counterfactual scenario consists of a decentralised heating system based on 
102 gas-fired boilers (see B and D in Table 3 below) with the same total capacity 
of the centralised system. 

                                                                                                                                                             

generation of heat (as well as electricity in the case of cogeneration) and the distribution of heat will result in 
primary energy savings; or b) the investment is meant for the use and distribution of waste heat for district 
heating purposes". 
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(17) The related calculations to define the aid amount are reported in Table 3. As laid down in 
Annex B to Deliberazione n. 1593, Alto Adige intends to grant aid (see G in Table 3) 
covering 30% of the investment costs. The Italian authorities further consider that, as 
demonstrated by Table 3 above, the application of the calculation methodology laid down 
in the EAG, i.e. total extra-costs calculated net of any operating benefits and operating 
costs related to the extra investment and arising during the first five years of the life of 
this investment, would result in an aid intensity (see X in Table 3) equal to 37.93% of 
eligible costs. The Italian authorities claimed that this aid intensity is lower than the 
lowest applicable threshold laid down in the EAG. 

(18) However, the Commission explained that the aid intensity shall always be calculated also 
based on the methodology laid down in the EAG and separately with respect to the costs 
linked to central installations and to distribution infrastructure. In the letter of 6 
December 2011, the Italian authorities committed to calculate the aid amount accordingly 
so as to ensure that the resulting aid intensity concerning central installations (see Y in 
Table 3) will not exceed the thresholds laid down in the EAG2.  

(19) As for the profitability of the project, according to the calculations submitted by the 
Italian authorities, the envisaged aid allows for a payback period of approximately 15 
years, whilst in the absence of the aid the investment would not payback within the 
economic life of the central installation. 

(20) As for the environmental benefit, the Italian authorities estimate that, based on the 
expected funding, this explanatory project would substantially reduce pollutants and 

                                                 

2 As to the aid intensity for infrastructure costs, see par. 71 below. 

INVESTIMENTO CONTROFATTUALE

Investment costs A 4.487.200.00 € B 630.000.00 €
of which for central installation Ac 2.099.200.00 € 630.000.00 €

of which for infrastrucutre Ai 2.388.000.00 € 0.00 €

Operating costs during the first 5 years C 1.320.975.00 € D 1.629.500.00 €
of which for central installation Cc 1.251.650.00 € 1.629.500.00 €

of which for infrastrucutre Ci 69.325.00 €

Operating revenues during the first 5 years E 2.344.500.00 € F 2.344.500.00 €

Extracosts (A-B)+(C-D)-(E-F) 3.548.675.00 €
of which for central installation Sc 1.091.350.00 €

of which for infrastrucutre Si 2.457.325.00 €

Aid amount G = A x 30% 1.346.160.00 €
di cui per la centrale Gc 629.760.00 €

di cui per la rete Gi 716.400.00 €

Total actual aid intensity X 37.93%

Actual aid intensity for the central 
installation

Y 57.70%

Actual aid intensity for the infrastructure Z 29.15%Gi/Si

Table 3. Example of investments in district heating installation and infratructure

G/(A-B+C-D-E+F)

Gc/Sc



6 

carbon emissions; for instance, carbon emissions will decrease as compared to the current 
(and counterfactual) scenario by approximately 1.500 tons/annum. Furthermore, the 
Italian authorities note that the measure at hand will either rely on woody biomass, which 
is abundant at local level thanks to the presence of large forests, or on heat already 
available from industrial or electricity generation processes and that would otherwise be 
lost. 

(21) The Italian authorities, in their letter of 2 May 2011, specified that no maximum aid 
amount is foreseen under the measure at hand and committed to notify any individual aid 
exceeding EUR 7.5 million for one undertaking, pursuant to paragraph 160(b)(i) of the 
EAG. 

2.5 Provisions specific to Deliberazione n. 1803 and n. 1804 

2.5.1 Measures for the electrification of rural and alpine areas  

(22) This subsection refers to the provisions included in Deliberazione n. 1803 and 
Deliberazione n. 1804, as reported sub 12, 14, 16 and 17 in Table 1 above. These 
measures have to be seen as complementary to each other so as to reach, in the light of 
the specific nature of the territory concerned, the objective of coping with the difficulties 
as well as the environmental impact of electricity supply in rural and alpine areas3 of Alto 
Adige. 

(23) In detail, in order to support electricity supply to new users, i.e. users not yet connected to 
the distribution grid,  the schemes at hand provide for investment aid in the form of direct 
grant, as reported below: 

• aid covering up to 80% of the investment costs for the connection to the grid of new 
users in alpine areas, where no more economical power supply is envisageable (see 
sub 12 in Table 1),  

• aid covering up to 30% of the investment costs for the connection to the grid of new 
users in rural areas as well as for the replacement or revamping of the grids which 
may be technically necessary in the light of the need to supply new users (see sub 
14 in Table 1), 

• aid for the building or revamping of mini-hydroelectric generation in case the 
connection to the grid implies disproportionate costs (e.g., if the location to be 
supplied is too far from the nearest distribution station) or technical difficulties, 
covering up to 80% of the investment costs in case of huts or similar (see sub 16 in 
Table 1) and covering up to 30% of the investment costs in case of rural, residential 
and commercial buildings (see sub 17 in Table 1). 

(24) As for the building or revamping of mini-hydroelectric generation, the Italian authorities 
specified that the potential generation capacity is very limited due to the size of the 
available water sourcing basins, with an expected average of approx. 20 kW.  

(25) The beneficiaries of these schemes might be end users as well as local electricity 
distributors, as specified below: 

                                                 

3 The Italian authorities refer to areas already classified within the Objective 2 in the Commision Decision n. 3700 
of 30/09/2004, in the framework of the Regional Development Programme 2000-2006, in the light of the structural 
disadvantage of the territories concerned. In particular, it concerns 60 municipalities within the territory of Alto 
Adige, with a total population of 83000 inhabitants, located at an altitude between 600m and 2700m. 
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(a) for new connections, the national regulation states that distributors must satisfy 
the request to supply any potential end users, with the related expenses shared 
between distributor and end user according to technical criteria4 defined by 
AEEG, i.e. the national authority for electricity and gas. In particular, the cost of 
the connection is estimated on the basis of the length of the connection and set 
according to reference costs updated on a yearly basis by AEEG; then, end users 
are requested to pay for the amount corresponding to part of the connection that 
can be used exclusively by the requesting client, while the costs for grid sections 
that might be used by other (even only potential) clients are to be incurred by the 
distributors, which also bear any actual costs exceeding the estimated one. In this 
context, the measure at hand stipulates that the aid is paid to the local distributor 
which in turn charges the end user only for the remaining cost; therefore, the total 
benefit is shared between the local distributor and the end user, who is relieved 
from a part of the charge, being the relative share non-exactly quantifiable ex ante.  

(b) for replacement or revamping of the grids in rural areas that are not required under 
any binding regulation applicable to grid operators nor imposed by force majeure, 
but becomes technically necessary based on the load of the new connections, the 
aid is paid to the local distributors; however, some advantages spill over the end 
users, which will indirectly benefit from the supported investment in terms of 
higher quality of supply; 

(c) for distributed mini-hydroelectric generation, the beneficiaries are the owners of 
the supported asset/facility, i.e. households as well as agricultural and commercial 
undertakings. 

(26) Eligible costs are all investment costs for the aforementioned projects. The Italian 
authorities ask for an assessment directly under article 107(3)(c) of the Treaty on the 
Functioning of the European Union (TFEU), as these measures aim "to facilitate the 
development of certain economic activities or of certain economic areas".  

(27) In this respect, the Italian authorities consider that the regulation of tariffs for electricity 
distribution and for the connection of end users is set at national level and would not 
adequately meet the needs of local economic operators due to the specific nature of its 
territory, which is typically alpine and with a sparsely-distributed population, namely as: 

(a) Isolated end users spread over the mountains would bear the entire cost of the 
connection, which could result in several hundreds of thousands of Euros; those 
end users would de facto be prevented to access the public electricity supply, 
which is deemed to be a primary need, and consequently be forced to rely on auto-
production, mainly by means of diesel generators, with high operating and 
environmental costs. 

(b) Local electricity distributors incur operating costs higher than those considered by 
AEEG while setting the national distribution tariffs5 and are also forced to bear 
the cost for the section of any new connection that could be, though only in 

                                                 

4 See Delibera ARG/elt 281/05. 
5 E.g. ohmic losses are estimated in 3% of the injected electricity and distributors are allowed to fictitiously 

increase final consumption in proportion to the energy withdrawn by their customers, according to standard 
percentages differentiated according to the voltage level of the interconnection point, as defined by AEEG. 
However, due to climate and technical constraints, in Alto Adige ohmic losses would be higher thus resulting in a 
proportional reduction of the operating margin. 
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principle, used by clients other than the requiring one as well as the cost for any 
enhancement of the grid that becomes advisable or necessary in the light of the 
load stemming from the new (sometimes, only potential) connections.  

(28) The Italian authorities also note that the tariffs components specifically intended to cover 
the extra-costs of electricity distribution in disadvantaged areas amount to eurocents per 
connection point and per distributed KWh: the related revenue integrations are 
proportional to electricity consumption and, where the latter is limited, would not allow 
to finance adequate grid investments. This would lead to structural under-investments in 
the grid and, therefore, to low overall efficiency and quality of supply. 

(29) The Italian authorities further explain that without the aid at hand none of the economic 
operators concerned would consider to undertake the necessary investments, in the light 
of the following considerations: 

(a) Local distributors, in a situation of uncertain and limited revenue streams and in 
the light of the regulation in force, will always limit their investments to those 
required by legal or technical constraints, not adequately targeting the overall 
efficiency of the network, with detrimental effects to the general quality of supply; 

(b) End users would not be in the position to invest the necessary resources as the 
amounts at stake might be too high with respect to their economic dimension, 
whilst competitors based in better connected areas simply pay for their 
consumption and a very limited connection cost. 

(30) Following a specific request for explanation by the Commission services in the light of 
the provisions recently adopted by AEEG to provide for extra-revenues in favour of 
distributors operating in disadvantageous conditions, the Italian authorities further 
explained that those provisions define a temporary regime which, in any event, most of 
the local distributors are not eligible to due to administrative and accounting reasons6. 

2.5.2 Other measures included in Deliberazione n. 1803 

(31) This subsection refers to the remaining schemes included in the Deliberazione n. 1803, 
namely reported sub 13 and 15 in Table 1 above; both measures consist of investment aid 
in favour of electricity distributors operating lines within the territory of Alto Adige.  

(32) As for the measure sub 13, this scheme is intended to provide aid in the form of direct 
grant covering up to 50% of the investment costs for grid repairing in case of adverse 
weather conditions. In the letter dated 6 December 2011, the Italian authorities committed 
to apply Commission Regulation (EC) 1998/2006 of 16 December 2006 on the 
application of Articles 107 and 108 of the TFEU to de minimis aid and to accordingly 
amend the relevant provisions of Deliberazione n. 1803.  

(33) As for the measure sub 15, which differs from the similar measure mentioned in 
paragraph 23 above in that it does not concern new connections and is not limited to rural 

                                                 

6 Pursuant toarticle 38(3) of Decreto Legislativo 1/6/2011, n. 93, as implemented by means of Delibera ARG/elt 
168/11, along with Delibera ARG/elt 199/11, the Italian authorities substantially modified the regulatory framework 
into force, providing for a potential compensation mechanism in favour of small distributors facing operating 
difficulties and meeting certain criteria (which are, as explained above, not met by most distributors in Alto Adige). 
Such compensation would be computed based on the overall real accounts of the operators so as to ensure that the 
latter would effectively maintain the level of profitability foreseen by the national regulation applicable to electricity 
distribution.  
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or alpine areas, is intended to provide aid in the form of direct grant covering up to 30% 
of the investment for the burying of existing mid- and low voltage grid, including civil 
works as well as the expenses for the replacement and/or enhancement of the cables. the 
In this respect, the Italian authorities noted that aid granted to cover the related civil 
works does not constitute State aid within the meaning of Article 107(1) of the TFEU and 
asked for an assessment directly under article 107(3)(c) of the TFEU for the remaining 
aid.  

(34) However, the Commission informed the Italian authorities that the compatibility 
arguments submitted in respect of the aid to support the expenses for the replacement 
and/or the enhancement of the cables would have likely raised doubts as to compatibility 
of the measure at hand (e.g., as any aid in this respect should be granted also taking into 
account the operating savings stemming from the subsequently facilitated grids 
maintenance).  

(35) Subsequently, with letter dated 5 July 2012 and with reference to aid to support the 
expenses for the replacement and/or the enhancement of the cables, the Italian authorities 
committed to apply Commission Regulation (EC) 1998/2006 of 16 December 2006 on 
the application of Articles 107 and 108 of the TFEU to de minimis aid. In this respect, the 
Italian authorities also clarified that they will request a detailed cost breakdown for all 
beneficiary projects so as to duly identify the costs related to the replacement and/or 
enhancement of the cables and those related to civil works for the burying of the existing 
overhead grids and provide for support pursuant to the present decision. 

(36) As measures complying with Commission Regulation (EC) 1998/2006 are deemed not to 
meet all the criteria of Article 107(1) of the TFEU and therefore not to constitute aid 
within the meaning of the TFEU, the measures sub 13 and 15, insofar as expenses for the 
replacement and/or the enhancement of the cables are concerned, have not been assessed 
and fall outside the scope of this Decision. 

3. ASSESSMENT OF THE AID 

3.1  Legality of the measure 

(37) By notifying the measure before its implementation, the Italian authorities have fulfilled 
their obligation pursuant to Article 108(3) of the TFEU. 

3.2 State aid within the meaning of Article 107(1) TFEU 

(38) A measure constitutes State aid within the meaning of Article 107(1) of the TFEU if the 
following conditions are cumulatively fulfilled: the measure (a) confers an economic 
advantage to the beneficiary; (b) is granted by the State or through State resources; (c) is 
selective; (d) has an impact on intra-community trade and is liable to distort competition 
within the EU. 

(39) As for the measures to support district heating and the electrification of rural and alpine 
areas, the Commissions considers that:  

− The schemes at hand are financed through the budget of Alto Adige and therefore aid 
is deemed to be granted directly through State resources and to be imputable to the 
State;   



10 

− The schemes provide for direct grants and thus confers an economic advantage to the 
beneficiaries; 

− The schemes are also selective, since payment is made only to a certain group of 
beneficiaries, i.e. legal persons carrying out investment projects within the territory of 
Alto Adige;  

− As the related markets are open to competition and to intra-EU trade, according to 
settled case-law, the schemes are liable to affect intra-EU trade and to distort 
competition within the EU; 

(40) Therefore, the Commission considers that the measures to support district heating and the 
electrification of remote areas constitute State aid within the meaning of Article 107(1) 
of the TFEU, insofar as the aid is granted to undertakings. 

(41) As for the aid to support civil works that are carried out to bury existing overhead grids, 
the Commission notes that such investments will be carried out in the interest of the 
granting authority to the benefit of the landscape (i.e., elimination of overhead grids 
negatively affecting hillsides of mountains) and of the environment (i.e., reduction of 
electromagnetic radiations), in the absence of any legal obligation. In this respect, the 
Commission notes that the burying of grids by itself does not confer any economic 
advantage, as it implies for distributors substantial costs other than those linked to civil 
works due to the need to replace the overhead cables with adequately insulated, more 
expensive cables suited for underground. Besides, supplying electricity via either buried 
or overhead grids does not affect the revenues accruing to distribution operators. In the 
light of the above, the Commission considers that the measure to support civil works 
that are carried out to bury existing overhead grids does not entail any selective 
advantage and therefore does not constitute State aid within the meaning of Article 
107(1) of the TFEU. 

(42) However, any State support for the replacement and/or enhancement of the lines would 
confer an economic advantage to the distributors and, as the same considerations 
mentioned in paragraph 39 above would apply as to the other cumulative conditions, 
such State support would constitute State aid. In this respect, the Italian authorities 
confirmed that any aid for the replacement and/or enhancement of the lines on the 
occasion of the burying of existing overhead grids will not exceed the de minimis 
threshold and will be granted respecting the requirements of Regulation 1998/2006. 

3.3 Compatibility within the meaning of Article 107(3)(c)TFEU 

3.3.1 Compatibility of Annex B to Deliberazione n. 1593 – District heating installations and 
infrastructure 

(43) In the light of the eligibility criteria under Annex B to Deliberazione n. 1593, which 
allows for district heating investments in both central installations and distribution 
infrastructure, the Commission shall assess the compatibility of the notified measure 
according to the following legal bases: 

(a) Section 3.1.8 of the EAG (Aid for energy-efficient district heating), insofar as 
investment aid is granted to energy efficient district heating meant for the use and 
distribution of waste heat; 
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(b) Section 3.1.6 of the EAG (Aid for renewable energy sources), as stipulated by  
point 121 of the EAG, insofar as investment aid is granted to district heating 
installation relying on renewable energy sources, namely biomass for the scheme 
at hand, and 

(c) directly under Article 107(3)(c) TFEU for investments in heat distribution 
infrastructure, as specified by the EAG7 and confirmed by the recent case 
practice8. 

(44) Besides, point 121 of the EAG also rules that investments in district heating systems 
based on cogeneration will be covered by Section 3.1.7 (Aid for cogeneration) of the 
EAG. For the scope of this decision, however, in the light of the exclusion of the 
expenses for the purchase of the cogeneration unit from the eligible costs, investments 
in district heating systems relying on heat resulting from cogeneration are assimilated to 
investments meant for the use and distribution of waste heat as, pursuant to par. 120(b) 
of the EAG, the legal basis to assess investments to collect heat at central level is 
Section 3.1.8 of the EAG. 

3.3.1.1 Assessment under Section 3.1.6 and 3.1.8 of the Environmental Aid Guidelines for 
investment in district heating installations 

Eligibility 

(45) The applicable eligibility requirements are laid down in: 

(a) point 101 of the EAG, as concerns investments for the promotion of energy from 
renewable sources, according to which State aid “may be justified if there is no 
mandatory EU standard concerning the share of energy from renewable sources 
for individual undertakings” and  

(b) point 120 of the EAG, as concerns investments in district heating installations, 
according to which projects are deemed to be eligible only provided that they lead 
to primary energy savings and that the beneficiary district heating installation 
satisfies the definition of energy efficient district heating9 and that: a) the 
combined operation of the generation of heat (as well as electricity in the case of 
cogeneration) and the distribution of heat will result in primary energy savings; or 
b) the investment is meant for the use and distribution of waste heat for district 
heating purposes. 

(46) The Commission notes that there are no mandatory EU standard concerning the share of 
energy from renewable sources for individual undertakings and that the Italian 
authorities specified that the beneficiary projects shall in any event meet the eligibility 
requirements laid down in point 120 of the EAG. Therefore the Commission considers 
that the measure complies with the applicable eligibility requirements of the EAG. 

                                                 

7 See point 67 of the EAG: "[…] these Guidelines do not apply to State aid to investments in infrastructure 
related to district heating"; See also footnote 44 of the EAG: “To the exclusion of district heating infrastructure 
the financing of which does not fall within the scope of the present Guidelines but which will be assessed only 
under Article 107(3)(c)”. 

8 See, inter alia, Commission decisions: N 485/2008 – Austria of 17.06.2009, N 669/2008 – France of 
21.12.2009, N 494/2010 – Italy of 9.3.2011, SA.32531 2011/N – Austria of 9.3.201, SA.32757 2011/N – 
Poland of 24.1.2012, SA.32830 2011/N – Poland of 10.4.2012, SA.32831 2011/N – Poland of 24.1.2012, 
SA.32832 2011/N – Poland of 24.1.2012. 

9 See definition in point 70(13) of the EAG. 
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Aid intensity 

(47) According to the EAG, it has to be limited to 50 and 60 % of eligible costs, plus SME 
bonuses, respectively for aid to energy-efficient district heating10 and to renewable 
energy sources11. 

(48) As concerns the eligibility of investment costs, points 124 and 125 of the EAG set out 
that the eligible costs have to be calculated on the basis of the extra investment costs by 
deducting the costs for a reference investment and by clearing the extra investment costs 
of all operating benefits and costs arising during the first five years of the investment, as 
set out in points 81 to 83 of the EAG. The same criteria apply in case of aid for 
renewable energy sources, as laid down in points 105 and 106 of the EAG, which 
further identify the counterfactual scenario in a “conventional heating system with the 
same capacity in terms of the effective production of energy”.  

(49) In this respect, the measure does not expressly refer to the criteria laid down in the 
EAG, as it provides for aid covering up to 30% of the investment costs, without any 
deduction of operating benefits and savings. However, the Italian authorities committed 
to calculate the aid amount pursuant to the criteria laid down in the EAG and submitted 
credible examples of projects under the scope of the notified scheme demonstrating that 
the calculation method is in line with points 81 to 83 of the EAG.  

(50) Referring to the hypothetical example reported in paragraphs 15 and 16 above, in the 
light of the detailed description of all cost components submitted by the Italian 
authorities, the Commission calculated the aid amount theoretically accruing to the 
investment in the installation (see Y in Table 3), resulting in an aid intensity for the 
central installation equal to 57.7%, which is below the minimum applicable threshold in 
case of aid to for renewable energy sources. The Italian authorities committed to 
perform the same calculation and to limit the aid, if needed, so as to ensure that it does 
not exceed in any event the aid intensity threshold applicable based on the type of the 
project and the size of the beneficiary.  

(51) The Commission considers therefore that, on the basis of the information submitted and 
of the commitments undertaken by the Italian authorities (see paragraph 17 and 18 
above), the measure comply with the aid intensity and cost eligibility provisions as set 
out in the applicable sections of the EAG. 

 

Incentive effect and necessity of the aid 

(52) As concerns the incentive effect and the necessity of the aid, the Commission refers to 
points 142 and 143of the EAG, according to which State aid for environmental 
protection must result in the aid recipient changing its behaviour so that the level of 
environmental protection is increased. This requires that beneficiary projects cannot 
start prior to the submission of the application for the aid.  

                                                 

10 Aid intensity amounts to 50, 60 and 70% of eligible costs for large, medium and small beneficiaries respectively 
(See points 121 and 122 of the EAG).  

11 Aid intensity amounts to 50, 60 and 70% of eligible costs for large, medium and small beneficiaries respectively 
(See points 103 and 104 of the EAG). 
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(53) In this regard, the measure restricts eligibility to projects which have not been started 
prior to the submission of the application for the aid before national authorities. In such 
case, the incentive effect is presumed to be met for SMEs pursuant to point 144 of the 
EAG.  

(54) As regards large enterprises, pursuant to point 146 of the EAG, the Member State is 
required to provide an additional demonstration of the incentive effect. In this respect, 
The Italian authorities committed to request large enterprises to require further evidence 
to prove the need for public support (see par. 14 above) and has submitted 
representative examples of the type of investments through the present aid measure, 
along with their counterfactuals and the way eligible costs are calculated (see par. 15-16 
above). 

(55) The Commission considers that the submitted investment examples and their 
counterfactuals are credible and that, in particular in the light of the calculated payback 
period, they show that state aid is necessary for the beneficiary to undertake the 
investment, whereas it would not have been realised without the aid. 

(56) The Italian authorities also provided assurances that all applications for aid will be 
subject to an evaluation of the project based on the counterfactual analysis and using the 
methodology referenced above so that investments which would be profitable without 
State aid will not be eligible for support. Moreover, as it is confirmed in the notification 
documents by the Italian authorities, an explanation of how the incentive effect has been 
respected in case of projects concerning large enterprises will also be provided in the 
context of the annual report in accordance with point 193 of EAG 

(57) Taking into account the information provided by the Italian authorities, including the 
confirmation that the aid will only be granted in cases where it is necessary, the 
Commission is satisfied that the notified scheme complies with section 3.2 of the EAG 

Individual notification 

(58) The Italian authorities also confirmed that, pursuant to point 160 of the EAG, in case of 
grants exceeding the relevant threshold, the related projects will be notified individually 
to the Commission. 

(59) Accordingly, the Commission considers that the provisions of the notified scheme for 
district heating installations can be deemed to be compatible with the requirements laid 
down in the Environmental Aid Guidelines. 

 

3.3.1.2 Assessment under Article 107(3)(c) TFEU for investments in district heating 
infrastructure 

(60) Article 107(3)(c) TFEU states that "aid to facilitate the development of certain 
economic activities or of certain economic areas, where such aid does not adversely 
affect trading conditions to an extent contrary to the common interest” may be 
considered to be compatible with the common market. In this regard, the Commission 
shall assess whether the aid measure a) aims at a well-defined objective of common 
interest, b) is an appropriate instrument to deliver the objective of common interest, c) 
presents an incentive effect (i.e., changes the behaviour of the beneficiary), d) is 
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proportional (i.e., does not overcompensate the beneficiary), e) distorts competition and 
affects intra-EU trade at a limited extent, so that the overall balance is positive. 

Objective of common interest 

(61) The Italian authorities refer to the Decision CE/2007/3726 of 27 July 2007 adopting the 
Operational Programme 'Autonomous Province of Bolzano' under the Regional 
Competitiveness and Employment Objective, co-funded by the European Regional 
Development Fund (ERDF). This Programme aims to strengthen inter alia both supply 
and demand for technologies and services that impact less on the environment and 
considers support to district heating infrastructure is vital to stimulate investments in 
projects that will help to achieve the objective mentioned above. 

(62) According to the submission by the Italian authorities, it is estimated that projects 
funded over the entire duration of this scheme will cover heating needs of residential or 
industrial buildings securing a reduction of fossil energy consumption of at least 27000 
tons of oil equivalent, along with the related carbon emission reductions (estimated in 
70000 tons CO2/year), as compared to the current heating solutions.  

(63) The Commission also reminds that supporting district heating infrastructure promotes 
investments in central installations, which are due to meet more severe requirements 
than the decentralised ones. This ensures a better control on the emission of pollutants 
(e.g., NOx, SOx, particulates) and an improvement of the quality of the air of the urban 
areas involved. It is worth noting that the funded infrastructure is expected to serve 
installations based on biomass thus promoting the use of renewable energy sources, as 
well as to distribute waste heat, which would allow for overall results even more 
valuable than the abovementioned. 

(64) It can thus be concluded that the scheme at hand aims at a well-defined objective of 
common interest, namely environmental protection. 

Necessity and incentive effect 

(65) State aid provides an incentive effect if the aid changes the recipients' behaviour 
towards reaching the objective of common interest. 

(66) According to the Italian authorities, the market does not provide adequate returns to 
companies investing in district heating facilities, namely because of the high costs for 
the connection of the final consumers to the central installations. In this regard, the 
Italian authorities submitted a detailed example of infrastructure serving a small village 
with a population concentrated in a very limited area, i.e. the most advantageous case. 
The estimated total cost is equal to approximately EUR 750 per meter12, including the 
different types of pipeline, sub-stations and civil works. The Italian authorities further 
submit that the related investments have no economic viability per se as they do not 
generate substantial direct revenues and that consequently they have to be assessed in 
combination with investments in central installations (see example reported in Table 3 
above).  Also in this case, however, the example shows that without the aid the Net 
Present Value of the project after 20 years remains negative and therefore the whole 
project would not be undertaken; only with aid those projects would allow for a positive 
Net Present Value after 20 years. 

                                                 

12 The estimations are consistent with those reported in the Commission decision N 485/2008 – Austria of 
17.06.2009 and N 494/2010 – Italy of 9 March 2011. 
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(67) The Commission considers that this exercise, appropriately calculated over a time span 
of 20 years, has been carried out following hypotheses that are consistent with market 
practices and that investments in district heating infrastructure can hardly be covered 
solely by the revenues accruing from the sale of heating services. Accordingly, the 
envisaged aid would be necessary to achieve positive NPV values. 

(68) Therefore the Commission considers that the aid scheme provides the necessary 
incentive effect for any undertaking to invest into infrastructure serving district heating 
installations or distributing waste heat. 

Proportionality 

(69) A State aid measure is proportional if the measure is designed in a way that the aid as 
such is kept to the minimum. 

(70) The Commission considers that under the scheme at hand the same aid intensity 
threshold foreseen for investments in district heating installations is being applied to 
investments in infrastructure, excluding the possibility of any undue transfer of costs 
between the two components of the project. Besides, the scheme clearly defines eligible 
costs and requires for a detailed documentation to be provided in each application. This 
should enable the Italian authorities to adequately detect any undue request. 

(71) The Commission also notes that the maximum aid intensity threshold envisaged under 
the scheme at hand, i.e. 30 % of investment costs13, is lower than those approved in the 
recent case-practice. The Italian authorities also committed, in case of aid to large 
enterprises, to limit the aid insofar as it is not necessary for the project to be profitable. 
Besides, the resulting aid intensity in favour of the infrastructure (see par. 16 above) 
will always be lower than the aid intensity calculated for the related central installation. 

(72) Accordingly, taking into account the information provided by the Italian authorities and 
in the light of the recent case-practice, the Commission considers that the scheme at 
hand ensures that the aid is limited to the minimum.  

Appropriate instrument 

(73) An instrument is appropriate if there are no other less distortive instruments to achieve 
the same results. According to the notified information, there is no other support 
currently into force to specifically promote investments in district heating infrastructure. 

(74) On the basis of the information provided, it seems that the local economic and legal 
context could not provide for a less distortive instrument to achieve these goals. 
Accordingly, the envisaged aid constitutes an appropriate instrument to achieve the 
construction of district heating infrastructure and to obtain the desired effects in terms 
of primary energy savings, incentives to renewable sources and emission reductions. 

 

 

                                                 

13 In line with the recent case practice (see footnote 8), there is no counterfactual to be considered for investments 
in district heating infrastructure; therefore all investments costs are eligible. As the network is assumed not to 
generate any direct revenue, the application of the extracosts methodology would result in increased eligible costs in 
so far as the operating costs of the network are taken into account. 
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Distortion of competition and effects on intra-EU trade 

(75) A State aid measure is compatible with the common market if it does not affect 
competition and intra-EU trade or if the resulting effects are limited and balanced with 
regard to the pursued objective of common interest. 

(76) According to the information provided by the Italian authorities, at present district 
heating does not represent a significant part of energy market in Alto Adige14, also due 
to the existing natural gas distribution network, which allows households and 
undertakings to opt for economically competitive individual heating systems. In such a 
situation only clients already planning to replace obsolete equipment would consider the 
option to connect to a centralised system. 

(77) In this respect, the Commission considers that the support foreseen under the scheme at 
hand, while ensuring an environmental benefit, will promote competition with the 
existing natural gas distribution network, which any client could always revert to.  

(78) Besides, the Commission notes that the scheme at hand shall provide financial support 
to projects relying on renewable sources and waste heat thus the infrastructure will 
probably serve installations that do not require a significant amount of fossil fuels, with 
limited effects on the related market. 

(79) Eventually, the transport of heat is by definition bound to the location of the pipelines 
and local by nature. Therefore the effects on trade between Member States of the 
support to district heating infrastructure is a priori limited. 

(80) Accordingly, the Commission considers that the aid for district heating infrastructure, as 
foreseen in Annex B to Deliberazione n. 1593 can be approved directly under Article 
107(3)(c) of the TFEU. 

 3.3.2 Compatibility of the measures for the electrification of rural and alpine areas 

Objective of common interest 

(81) The Italian authorities claim that the measures at hand are intended to provide access to 
a reliable, efficient and more environmentally friendly electricity supply throughout the 
whole territory of Alto Adige, in particular to remote users located in rural and alpine 
areas, by means of the development and enhancement of the distribution network or, in 
case this implies disproportionate costs and technical difficulties, the installation of 
hydroelectric generation capacity. The Italian authorities also submit that in the absence 
of the electricity distribution network remote users are forced to rely on electricity auto-
production based on fossil fuels.  

(82) In this respect, the Commission notes that, pursuant to article 3(3) of Directive 
2009/72/EC of the European Parliament and of the Council of 13 July 2009 concerning 
common rules for the internal market in electricity and repealing Directive 2003/54/EC, 
Member States shall ensure that all household customers, and, where Member States 
deem it appropriate, small enterprises […],enjoy universal service, that is the right to 
be supplied with electricity of a specified quality within their territory at reasonable, 
easily and clearly comparable, transparent and non-discriminatory prices.  

                                                 

14 Approximately 13% of buildings are connected to district heating services; this value has to be increased to meet 
the targets set according to Directive 29/2009/EC (ETS). 
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(83) The Commission also acknowledges that auto-production based on fossil fuels implies 
lower generation efficiency, higher emissions (also due to transport of fuel) and 
substantially higher operating costs. Besides, adverse weather conditions during winter 
in the areas concerned by the measure might result in substantially higher delivery costs 
or even prevent the supply of primary energy. These constraints significantly affect the 
development of areas which are not endowed with access to such an essential service as 
electricity supply. 

(84) It can thus be concluded that the measures at hand help achieving greater cohesion 
while also ensuring a positive environmental effect15 and are therefore in line with the 
EU interest. 

Necessity, incentive effect and proportionality 

(85) In the light of the current situation, The Italian authorities submitted that the 
aforementioned objective cannot be met without a targeted support complementary to 
the tariffs regulation in force for electricity (transmission and) distribution. 

(86) The Commission notes that lack of electricity distribution coverage is due, inter alia, to 
some of the typical economic problems associated with network industries, which are 
hardly attractive for economic operators in areas, such as Alto Adige, where the 
coverage of the high investment and operation and maintenance costs is uncertain or at 
least significantly delayed in the light of the expected demand.  

(87) The Commission acknowledges that the Italian authorities put forward satisfactory 
arguments (see namely par. 29 above) as concerns the lack of incentive, in the absence 
of the aid at hand, for market operators to invest in network development or, if the 
conditions reported above are met, in the installation of hydroelectric generation 
capacity. 

(88) Therefore the Commission considers that the scheme at hand provides the necessary 
incentive effect for undertakings, both end users and local distributors, to change their 
behaviour towards achieving the pursued objective of EU interest.  

(89) The Italian authorities also submitted credible examples, taken from actual cases, of the 
different, alternative investment options in principle available for end users. In this 
regard, the Commission notes that the precise aid amounts accruing respectively to the 
local distributor and (indirectly) to the end user concerned cannot be calculated ex ante, 
being it necessary to consider in each and any case the characteristics of the existing 
grids and the distribution of the neighbouring population.  

(90) However, the Commission also considers that:  

(a) the aid is de facto shared between both actors (i.e., distributor and end user) 
involved in electricity distribution, except for the case of support to hydropower 
generation, where the availability of appropriate renewable resources along with 
an higher cost of the alternative investment justify this specific treatment, and 

                                                 

15 The Commission however reminds the Italian authorities that the development of small-scale hydropower 
installations should be in accordance with the principles set out in the Water Framework Directive (2000/60/EC). 
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(b) the combination of the envisaged types of investment, with digressive aid 
intensity, allow for the aid to be proportional to the actual difficulties to be dealt 
with. 

(91) Accordingly, taking into account the information provided by the Italian authorities, the 
Commission considers that the scheme at hand ensures that the aid is limited to the 
minimum.  

Appropriate instrument 

(92) In the light of the information submitted, the Commission considers that the measure at 
hand is complementary to the national regulation in force and adequately targets a well-
identified problem due to the local territorial specificity. 

(93) Besides, the Commission notes that Alto Adige is not entitled to modify the relevant 
regulation, as such a task is assigned exclusively to AEEG, which is an independent 
authority in charge of defining, inter alia, rules to be applied to all electricity 
distributors/end users throughout Italy; therefore, the Italian authorities could not 
provide for a less distortive instrument (i.e., by means of regulation) to achieve the same 
results. 

(94) Accordingly, the envisaged aid constitutes an appropriate instrument to achieve the 
pursued objective of EU interest. 

Distortion of competition and effects on intra-EU trade 

(95) First, the Commission considers that this measure, as well as all the other schemes 
assessed in the present decision, targets both businesses and citizens. The latter will 
directly benefit of the availability of a more developed and efficient electricity 
distribution network and will be assigned part of the allocated budget, whose total 
planned amount is equal to a maximum of EUR 3.45 million/year. 

(96) Then, in the light of the limited budget, the Commission assumes that only a limited 
number of projects could be funded over the period of validity of the scheme; besides, 
electricity distribution remains a regulated segment of the electricity market, with only 
one distributor (generally a municipal entity) licensed to operate in a given territory. 

(97) The Commission therefore considers that the scheme at hand does not significantly 
distort the electricity market nor does it negatively affect other economic activities 
(namely, tourism and agriculture). Furthermore, the effects on trade of aid to support 
local distribution grids as well as electricity generation not connected to the grid in 
remote areas are deemed to be a priori limited. 

Conclusion 

(98) The Commission considers that the scheme at hand is intended to offset a genuine 
territorial specificity and is objectively justified so as to efficiently address the lack of a 
reliable and efficient electricity supply in the remote areas of Alto Adige. Accordingly, 
the Commission concludes that the aid in favour of the electrification of rural and alpine 
areas of Alto Adige results in a positive overall effect, as it helps to ensure the right of 
customers, namely households and small enterprises, to be supplied with electricity in a 
reliable and environmentally-friendly manner. It can therefore be approved directly 
under Article 107(3)(c) of the TFEU. 
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4. DECISION 

(99) The Commission has accordingly decided to consider that: 

(a) the aid measures assessed in Section 3.3.1 and 3.3.2 above are compatible with 
Article 107(3)(c) of the Treaty on the Functioning of the European Union; 

(b) the support in favour of investments for the burying of mid- and low voltage grid, 
insofar as civil works are concerned, does not constitute aid. 

(100) The Commission reminds the Italian authorities that all the commitments undertaken 
concerning the amendments to the notified legal acts and the administrative treatment of 
aid applications shall be maintained. Furthermore, with reference to the application of 
Regulation 1998/2006 on the de minimis aid, the Commission reminds the Italian 
authorities that the total de minimis aid shall not exceed EUR 200000 over any period of 
three fiscal years to any one undertaking, be it granted under the notified measures or 
any other measure.  

(101) In this respect, The Italian authorities are requested to submit an annual report on the 
implementation of the aid enabling the Commission to verify that all applicable 
conditions were fulfilled when implementing the measure. Any change in the conditions 
under which the aid is granted must be notified in advance. 

(102) The Commission also reminds the Italian authorities that, in accordance with 
Article 108 (3) of the TFEU, any plans to refinance, alter or further change this act have 
to be notified to the Commission pursuant to provisions of Commission Regulation 
(EC) No 794/2004 implementing Council Regulation (EC) No 659/1999 laying down 
detailed rules for the application of Article 108 of the TFEU16. 

 

If this letter contains confidential information which should not be disclosed to third parties, 
please inform the Commission within fifteen working days of the date of receipt. If the 
Commission does not receive a reasoned request by that deadline, you will be deemed to agree to 
the disclosure to third parties and to the publication of the full text of the letter in the authentic 
language on the Internet site: 

 

http://ec.europa.eu/competition/elojade/isef/index.cfm 

 

Your request should be sent by registered letter or fax to: 

European Commission 
Directorate-General for Competition 
State Aid Registry 
B-1049 Brussels 
Fax No: +32-2-296 12 42  

 

 

                                                 

16 OJ L140 30.4.2004, p.1 
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Yours faithfully, 

For the Commission 

 
Joaquín ALMUNIA 
Vice-President 


