
 

Ulkoministeri Timo SOINI 

Merikasarmi  

PL 176,  

FIN - 00023 Helsinki 

Commission européenne/Europese Commissie, 1049 Bruxelles/Brussel, BELGIQUE/BELGIË - Tel. +32 22991111 

 

 

EUROPEAN COMMISSION 

 

Brussels, 15.02.2016 

C(2016) 976 final 

 

 

PUBLIC VERSION 

This document is made available for 

information purposes only. 

 

 

Subject: State Aid SA.42218 (2015/N) – Finland 

Operating aid for forest chips fired power plants 

Sir, 

1. PROCEDURE 

(1) On 13 November 2015 Finland notified, pursuant to Article 108(3) of the Treaty 

on the Functioning of the European Union (TFEU), modifications to the existing 

operating aid scheme for forest chips fired power plants. Further information was 

provided on 15 January 2015. 

2. DESCRIPTION OF THE SCHEME 

Background and objectives of the notified scheme 

(2) The operating aid scheme for forest chips fired power plants is an existing aid 

scheme
1
 in Finland which aims to increase renewable energy generation by 

incentivising a fuel switch from peat to biomass. 

                                                 
1
  SA.31204 (2011/N) – Finland – Operating aid for small wood fired CHP-plants and forest chips fired 

power plants; C (2011) 1950; JOCE C/153/2011. 
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(3) The share of energy from renewable sources in the gross final consumption of 

energy in Finland was 28.5% in 2005 and increased to 36.8 % in 2013
2
. The EU 

2020 target for Finland is 38%. 

(4) The beneficiaries under the scheme produce annually around 3.85 TWh electricity 

(November 2013, no increase ever since). The aim is to further increase the 

annually produced electricity by at least 2 to 3 TWh by 2020. According to 

Finland, the increase of the use of forest chips has been slower than estimated 

when the scheme was set up. 

(5) Finland intends to amend the scheme in order to meet its target under the 

Renewable Energy Directive (RED)
3
 and to encourage the use of other wood than 

industrial round wood for electricity production. The notification covers two 

specific modifications to the existing scheme: 

(a) Increase of the 'needed capability to pay' for forest chips from 21 EUR/MWh 

to 23 EUR/MWh; 

(b) Reduction of the aid level for electricity produced with forest chips by 40% if 

the forest chips are produced from industrial roundwood (i.e. logs or 

pulpwood) originating from a felling site of large-sized trees. 

National legal basis 

(6) The legal basis remains the Act on Production Support for Electricity Produced 

from Renewable Energy Sources (1396/2010) as amended.  

Beneficiaries 

(7) The beneficiaries remained the same as under the existing scheme for forest chips 

fired power plants. The forest chips plants can be industrial cogeneration plants, 

district heating cogeneration plants or condensing power plants. The minimum 

capacity limit for the eligible installations is 100 kVA.  

(8) Eligible forest chips installations are mainly already existing installations, but 

new installations may also be eligible, since the objective of the measure is to 

provide an incentive to switch from fossil fuels (mainly peat) to forest chips. 

Currently, 53 forest chip installations are approved under the scheme and no 

applications are pending.  

                                                 
2
  http://ec.europa.eu/energy/en/topics/renewable-energy/progress-reports. 

3
  Directive 2009/28/EC of the European Parliament and of the Council of 23 April 2009 on the 

promotion of the use of energy from renewable sources and amending and subsequently repealing 

Directives 2001/77/EC and 2003/30/EC; OJ L 140, 5.6.2009, p. 16-62. 
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(9) Each of the existing beneficiaries has received confirmation that it will benefit 

from state aid under the original scheme for up to 12 years, and these decisions 

were made during 2011–2013. 

(10) The Finnish authorities confirmed to individually notify aid to CHP installations 

exceeding 250 MW.  

Allocation process 

(11) The granting mechanism did not change as compared to the existing scheme. This 

means that the calculation of the aid amount is based on the amount of generated 

electricity, the market price of emission allowances and taxes. The beneficiaries 

continue to receive aid for a maximum of twelve years based on their application 

submitted to the Energy Authority to be included in the scheme. This application 

includes details on the applicant, the installation and the estimated electricity 

production.  

(12) Finland explained that a competitive bidding process is not suitable for granting 

the aid. The aid level makes the scheme attractive only to CHP co-firing 

installations that can establish a sufficient demand for heating in a certain area. 

Therefore the number of potential sites is extremely limited and also the number 

of new beneficiaries will be very limited. Finland estimates that circa 10 more 

installations will apply for the scheme until 2020. All beneficiaries (also possible 

future beneficiaries) are expected to be multifuel boilers, which can use both 

fossil fuels (mainly peat) as well as forest chips and other biomass based fuels. 

(13) Finland claims that it is in the general interest to encourage all installations where 

it is technically feasible to make the fuel switch from fossil fuels to biomass and 

to increase the use of forest chips as much as possible. Finland considers the aid 

scheme very cost-efficient way, since the state aid at its highest level is only circa 

6 EUR/MWh of produced energy (when the aid is 18 EUR/MWhe of produced 

electricity).  

(14) Finland also provided information on other Finnish operating aid schemes 

favouring electricity from renewable energy sources. Finland clarified that the 

fixed operating aid scheme for renewable energy plants
4
 already ended.  

(15) In addition under the support scheme for energy production from wind power
5
, 

the 2 500 MVA quota has been reached. This means that the projects that have 

                                                 
4
  The scheme was approved under case number SA.32470. 

5
  The scheme was approved under case number SA.31107. The decision also approved aid for biogas 

installations. For biogas installations the capacity limit under the scheme is not yet met. 
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received the quota decision have now a certain time frame to complete the 

projects and start operation. If the projects are unsuccessful, there will not be 

other projects to replace them in the quota and the total amount of wind power 

under the scheme will decrease. 

Form of aid and level of support 

(16) The form of aid remained the same as under the existing scheme with the two 

changes described in the subheadings below. Finland explains that the aid under 

the notified scheme remains to be granted as a premium, which is paid as a top up 

to the revenues the beneficiaries receive from selling the energy they produce in 

the market.  

(17) Considering the co-firing character of the eligible plants and the production costs 

comparison, the operating aid for forest chips power plants compensates 

exclusively higher fuel costs of co-firing plants using forest chips instead of fossil 

fuel (peat).  

(18) The premium for electricity produced with forest chips is intended to compensate 

for the price difference between the competing fossil fuel (peat) and forest chips. 

It is determined by taking into account the difference between the necessary 

capability to pay for forest chips and the cost of the alternative fuel (market price 

of peat, peat tax and emission allowance costs). Finland points out that such aid to 

forest chip plants does not enhance the profitability of the beneficiary´s plant. 

(19) Where forest chips are co-fired with fossil fuel (mainly peat), the aid is granted 

only for electricity generated from renewable energy sources. The beneficiaries 

are obliged to carry out detailed fuel accounting and to provide for a monitoring 

system. Finland confirmed that forest chips fall within the definition of renewable 

energy sources. 

(20) According to the Electricity Market Act (588/2013) standard balancing 

responsibilities are applied to all beneficiaries without exemptions and there is no 

purchase obligation for the transmission and distribution system operators. In 

addition, pursuant to the national Act on Production Support for Electricity 

Produced from Renewable Energy Sources the premium is not paid for the hours, 

when electricity prices are negative. 

Increase of the needed capability to pay for forest chips 

(21) Finland submits that the existing scheme has succeeded in making the use of 

forest chips economically as attractive as the use of fossil fuel (peat). Finland 
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claims, however, that an adjustment of the needed capability to pay for forest 

chips from the current level of 21 EUR/MWh to 23 EUR/MWh is needed in order 

to ensure that forest chips installations continue to and increase to use forest chips 

for electricity production.  

(22) This increase in the needed capability to pay is based on the results of a report on 

the review of the scheme commissioned by Finland
6
, which found, among others, 

that: 

(a) The estimated annual production covered by the scheme has not increased 

since November 2013, whereas under the existing scheme, a steady annual 

increase of forest chips use was envisaged. According to Finland such 

increase is necessary in order to build up the supply chain of forest chips to 

ensure that the forest chips use meets the target set for 2020. A stronger 

incentive is necessary and that the level of capability to pay for forest chips in 

the original scheme is too low.  

(b) When the existing scheme was set up in 2010, Finland considered it necessary 

to have a complementary aid scheme for the small diameter wood from young 

stands chips in order to meet the target of 25 TWh use of forest chips by 

2020. However, this scheme that was envisaged to deliver 3 TWh never 

entered into force. Therefore, Finland considers it necessary to raise the target 

for forest chips fired power plants from 22 TWh and bring it closer to 25 TWh 

in order to cover the gap that would have been covered by the envisaged 

complementary aid scheme.  

(c) Finland also intends to make a second adjustment to the scheme (see recital 

(23) onwards) which aims at moving electricity producers away from 

roundwood towards smaller diameter wood. The production costs of forest 

chips from small(er) diameter wood, in particular the cost for cutting and 

piling, are higher compared to forest chips from roundwood.  

Reduced aid for certain type of forest chips 

(23) Forest biomass use in Finland is increasing in the energy sector as well as in the 

pulp and paper sector. As a consequence, there will be increased demand for 

forest based raw material. It is estimated that there will be a strong increase in 

demand from the end of 2016. Such a development was not foreseen when the 

scheme was designed in 2010. 

                                                 
6
  Pöyry Management Consulting Oy’s report X274212 of June 4, 2015, concerning the review of the 

operating aid for forest chips fired power plants (Metsähakkeen syöttötariffijärjestelmän 

loppuraportti). 
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(24) In order to encourage the use of wood types other than industrial roundwood for 

electricity production the aid level is reduced by 40% for electricity produced 

with forest chips that are produced from industrial roundwood originating from a 

felling site of large-sized trees. The energy sector would therefore not be able to 

pay for industrial roundwood as much as the pulp and paper sector and other 

wood processing industries. 

(25) According to the adjustment the aid level for electricity produced with forest 

chips will be reduced by 40% if the forest chips are produced from industrial 

roundwood (i.e. logs or pulpwood) originating from a felling site of large-sized 

trees. A felling site of large-sized trees is a site where a regeneration felling has 

taken place. A felling site of large-sized trees is also a site where an intermediate 

felling has taken place and after this the remaining trees are considered to belong 

to development category 03 at least
7
. In practice this development category means 

that the diameter of growing trees measured at 1.3 m height after harvesting is 

over 16 cm. 

(26) Electricity produced with forest chips made from crude wood which comes 

directly from forests would continue to receive the full aid amount, if the forest 

chips are not produced from industrial roundwood originating from a felling site 

of large sized trees. Therefore, electricity produced from forest chips made from 

logging residues, stumps, roots, parts of stemwood that are for quality or other 

reasons not qualified as industrial roundwood or all crude wood which comes 

directly from felling sites of small sized trees would continue to receive the full 

feed-in premium.  

Other aspects (unchanged) 

(27) All other aspects of the scheme remain unchanged. In particular, 

(a) The capability to pay for forest chips remains equal to the market price of peat 

+ tax burden of peat + cost of emission allowances. 

(b) The maximum operating aid remains EUR 18 /MWh 

(c) The minimum level of peat tax taken into account remains EUR 1.9/MWh 

(d) The lower threshold for emission allowance price remains 10 EUR/t, e.g. the 

operating aid is calculated on the basis of 10 EUR/t even if the price is below 

that level.  

                                                 
7
  Tapio Oy: Metsänhoidon suositukset (´Guidance for forest management operations´) 

(www.tapio.fi/files/tapio/metsanhoitosuositukset/Metsanhoidon_suositukset_ver3_netti_170914.pdf), 

page 157. 
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(e) The price of peat and forest chips will be monitored on a yearly basis and the 

aid formula will be adapted if necessary in order to ensure that the capability 

to pay does not exceed 23 EUR/MWh to exclude overcompensation. 

(f) The aid is only granted to energy from renewable sources that meet the 

definition of the Guidelines as set out in point 19(5). 

Duration, budget and financing of the support 

(28) The duration remains the same as described in the Commission decision 

SA.31204 (2011/N). The payments under the scheme are financed from the 

general budget. 

(29) Finland explains that the level of aid is determined by the capability to pay for 

forest chips, the price of peat, peat taxes and the emission allowance price. The 

development of the emission allowance price has been significantly different from 

the previous estimation. In addition, the peat tax has varied between 1.9 – 4.9 

EUR/MWh. Table 1 shows the currently estimated budget for forest chips 

installations taking into account the impact of the adjustments as well as an 

increase of forest chips use by 2020. 

Table 1:Estimated yearly budget for forest chips scheme (Source: Finland) 

 

(30) The budget is expected to substantially decrease after 2020 because emission 

allowance price is expected to rise clearly above EUR 10/MWh and most 

beneficiaries (who are already participating in the scheme) will no longer be 

entitled to receive aid after 2023–2025. 

3. ASSESSMENT 

Presence of state aid 

(31) Article 107 (1) TFEU states that 'any aid granted by a Member State or through 

State resources in any form whatsoever which distorts or threatens to distort 

competition by favouring certain undertakings or the production of certain goods, 

shall, in so far as it affects trade between Member States, be incompatible with 
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the common market'.  

(32) The support for forest chip fired electricity energy generators under the scheme is 

financed from the state budget, ie. through financial resources under the control of 

the State. Beneficiaries will receive an advantage in the form of direct grants for 

generating electricity. Such support would normally not be available under 

market conditions. The notified measure favours the generation of energy only 

from the benefitting plants and is therefore selective. Electricity is widely traded 

within the European Economic Area (EEA) and therefore the notified measure is 

likely to distort the competition on the electricity market and affect trade across 

the EEA. Therefore the notified measure constitutes State aid in the meaning of 

Article 107 TFEU. 

Legality of the aid 

(33) The modifications to the existing scheme have not yet come into effect. Thus, 

Finland has complied with the stand-still obligation set out in 

Article 108(3) TFEU. 

Compatibility of the aid 

(34) The Commission has assessed the compatibility of the notified aid scheme on the 

basis of Article 107(3)(c) TFEU. The notified scheme aims at promoting the 

generation of electricity from renewable sources. Consequently, the notified 

scheme falls within the scope of the Guidelines on State aid for environmental 

protection and energy 2014-2020 (EEAG)
8
.  

(35) The Commission has therefore assessed the notified measure on the basis of the 

general compatibility provisions in EEAG Section 3.2 and the specific 

compatibility criteria for operating aid granted for electricity from renewable 

energy sources in Section 3.3. 

Objective of common interest 

(36) The aim of the notified aid measures is to help Finland achieve the renewable 

energy targets set by the EU as part of its 2020 strategy, as well as its domestic 

longer-term goals to increase the share of energy generated from renewable 

sources.  

(37) The Commission considers that the notified scheme is aimed at an objective of 

                                                 

8 Guidelines on State aid for environmental protection and energy 2014-2020, OJ C 200/1, 28.06.2014. 
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common interest in accordance with Article 107(3)(c) of the Treaty. 

Need for state aid and appropriate instrument 

(38) As stated in point 115 of the EEAG, the Commission presumes the existence of a 

residual market failure which can render State aid necessary to encourage 

investments in renewable energy. 

(39) Finland has explained that without the aid it will not meet its EU 2020 target to 

supply at least 38% of energy from renewable sources in 2020. Furthermore, 

Finland explained that the contribution of forest chips to the target has levelled 

out and additional funding is necessary in light of low ETS prices and other 

factors that make fuel switch less attractive.  

(40) In EEAG point 107 the Commission acknowledges that 'under certain conditions 

State aid can be an appropriate instrument to contribute to the achievement of the 

EU objectives and related national targets'. According to point 116 of the EEAG, 

to allow Member States to achieve their targets in line with the EU 2020 

objectives, the Commission presumes the appropriateness of aid provided all 

other conditions are met. 

(41) Consequently, the Commission considers that the aid is necessary and is an 

appropriate instrument to address the objective of common interest.  

Incentive effect 

(42) In line with point 49 of the EEAG, the incentive effect occurs if the aid induces 

the beneficiary to change his behaviour towards reaching the objective of 

common interest which it would not do without the aid.  

(43) The Commission notes that, given the difference in fuel cost of fossil fuels and 

forest chips, in the absence of aid generators would not switch to the more 

environmentally friendly renewable fuel, as without the aid such fuel switch 

would not be financially viable.  

(44) In line with point 50 EEAG, Finland furthermore confirmed that every applicant 

must provide the following information to be approved for the scheme: 

information about the electricity producer, the details of the power plant project, a 

plan for the monitoring of the production of electricity eligible for aid and a third 

party verification for meetingthe preconditions laid down for power plant location 

and network connection as well as the precondition concerning the capacity limit.  

(45) Therefore, the Commission considers that the notified measure has an incentive 
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effect. 

Proportionality 

(46) According to point 69 of the EEAG, environmental aid is considered to be 

proportionate if the aid amount per beneficiary is limited to the minimum needed 

to achieve the environmental protection objective aimed for. 

(47) The aid amount paid to the beneficiaries is a premium that will be established by 

considering the total cost of fossil fuels (capability to pay) and the (higher) cost of 

the alternative renewable fuel (needed capability to pay). The Commission has 

acknowledged this methodology in its decision SA.31204 (2011/N). 

(48) The premium will be paid in addition to the market price. Furthermore, Finland 

confirmed that beneficiaries will have standard balancing responsibilities and no 

subsidy will be paid for hours in which electricy prices are negative. Therefore, 

the measure complies with point 124 of the EEAG. 

(49) EEAG point 126 requires that from 1 January 2017 aid is in principle granted 

through a competitive bidding process on the basis of clear, transparent and non-

discriminatory criteria.  

(50) The Commission notes that no applications under the scheme are currently 

pending and that the expected new installations still to be approved as 

beneficiaries in the coming years is very few: at most 10 installations during 

2016–2020 (so likely even less after 2017). The aid is only attractive for co-firig 

installations that establish a sufficient heating demand.  

(51) In this context, the Commission notes that other operating aid schemes for 

renewable energy in Finland are all approved by the Commission and still 

existing. In addition, one support scheme is already cancelled and the support 

scheme for energy production from wind power has reached the maximum quota 

(no other projects can replace projects in the quota). 

(52) Also, the aid does not cover any investment costs but is limited to additional fuel 

costs for plants that can switch between the fossil and renewable fuel. A plant 

would therefore always have the choice to use the cheaper fossil fuel instead of 

the more expensive renewable fuel. This is similar to the aid granted for biomass 

after plant depreciation and therefore Finland does not distinguish between 

depreciated and non depreciated plants. 

(53) Therefore, the Commission accepts the view that a bidding process would not be 



11 

carried out, taking into account that other operating aid schemes do not leave 

much scope for new beneficiaries and were already approved under 2008 

Environmental Aid Guidelines.  

(54) In addition, the amendment does not extend the duration of the scheme beyond 

the duration of the approved existing scheme (approved under SA.31204) and no 

new other operating scheme for renewable energy is currently foreseen before 

that date. Finland is considering potential post 2020 support measures and is 

taking into account the whole renewable promotion portfolio. 

(55) Pursuant to point 128 of the EEAG, in the absence of a competitive bidding 

process, the conditions for operating aid to energy from renewable energy sources 

other than electricity as set out in point 131 EEAG are applicable in order to 

assess whether the measure is proportionate. 

(56) The Commission notes that the the aid does not exceed the difference between the 

production costs of producing renewable energy and the market price, also not 

before plant depreciation. In the case at hand, Finland does not intend to 

compensate all production costs but only part of the fuel costs, limited to the 

difference between the costs of the renewable fuel and the fossil fuel (per unit of 

out output). The difference for the assessment of point 131a is therefore the 

difference between the input costs using the renewable source and the costs using 

the fossil fuel source.  

(57) The calculations provided by Finland show that the production costs for the use of 

the renewable input fuel is 23 EUR/MWh (needed capability to pay). The aid 

does not exceed the difference between these costs and the costs of the fossil fuel 

to be used (capability to pay).  

(58) Finland does not include a rate of return. Finland confirmed that the market 

parameters will be monitored on a yearly basis and the aid will be adapted in case 

it is needed. 

(59) Finland grants the aid to all plants, both depreciated and non depreciated plants. 

Therefore, a further assessment is carried out. 

(60) EEAG point 134 stipulates that, subject to various cumulative conditions, 

operating aid for biomass may be compatible with the internal market even if it is 

granted after plant depreciation, if a Member State demonstrates that the the use 

of fossil fuels as an input is more economically advantageous than the use of 

biomass. 
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(61) The Commission considers that the conditions of point 134 EEAG are met as: 

(a) Subsidies will only be paid for the production of energy from renewable 

sources, as confirmed by Finland; 

(b) the measure is designed that it compensates the difference in operating costs 

borne by the beneficiary from biomass compared to the alternative fossil fuel 

input. Finland confirms that the aid only covers the the difference between the 

costs of using fossil fuels and the higher costs of using biomass;  

(c) detailed calculations have been provided showing that without the aid a 

switch from the use of biomass to fossil fuels would take place within the 

same plant; and 

(d) a monitoring mechanism is in place to verify the development of the cost of 

using fossil fuels and biomass on an annual basis. 

(62) Furthermore, Finland undertakes to monitor annually the market parameters and 

if, due to changes in the market parametes, the capability to pay for forest chips 

increases over 23 EUR/MWh, Finland committed to decrease the aid level in 

order to exclude overcompensation.  

(63) Based on the above, the Commission considers that the aid granted under the 

notified measure is proportional . 

Cumulation 

(64) Finland confirmed that forest chips installations will not be granted any additional 

aid for the same eligible costs, i.e. increased fuel costs for eligible plants. The 

Commission therefore considers that the conditions of EEAG Section 3.2.5.2 are 

fulfilled.  

Distortion of competition and balancing test 

(65) Point 116 EEAG states that, to allow Member States to achieve their targets in 

line with the EU 2020 objectives, the Commission presumes that the aid has 

limited distortive effects, provided all other conditions are met. The Commission 

therefore considers that the measure will not have undue distortive effects on 

competition and trade and that the overall balance is positive. 

Transparency 

(66) According to point 104 of the EEAG, Member States must ensure the 

transparency of aid granted by publishing certain information on a comprehensive 

State aid website. Finland confirms to implement the transparency requirements 
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set out in all State aid rules by using the Transparency Module developed by the 

Commission. Therefore, the Commission considers this condition to be met. 

Conclusion with regard to the compatibility of the measure 

(67) In light of the above assessment, the Commission considers that the notified aid 

scheme meets the conditions set out in the EEAG. 

4. CONCLUSION 

(68) The Commission considers the State aid awarded through the operating aid 

scheme for forest chips fired power plants compatible with the internal market 

pursuant to Article 107(3)(c) TFEU. 

(69) 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 to: 

European Commission  

 

Directorate-General for Competition  

State Aid Registry 

B-1049 BRUSSELS  

Fax no: + 32-2-296.12.42  

Stateaidgreffe@ec.europa.eu 

 

Yours faithfully 

For the Commission 

 

Margrethe VESTAGER 

Member of the Commission 

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