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Sir, 

1. PROCEDURE  

(1) By an electronic notification registered at the Commission on 16 December 2015 

(2015/140127), the German authorities notified an individual aid measure in the 

form of a direct grant for the support of a connection of the Niederrhein district 

heating network with the Ruhr district heating network in Land North Rhine-

Westphalia (hereinafter "NRW") in Germany. 

(2) Further to requests from the Commission, the German authorities provided 

additional information on 14 March 2016 (2016/026288) and on 10 June 2016 

(2016/055532). 

(3) The measure was notified as individual aid for energy efficient district heating 

project as defined by Recital 20 (a) of the Guidelines on State aid for 

environmental protection and energy 2014-2020
1
 (hereinafter "EEAG"). 

(4) The measure required a notification due to the aid amount that, pursuant to Article 

4 (1) (w) of the General Block Exemption Regulation (hereinafter "GBER")
2
, 

exceeds the notification threshold of EUR 20 mil. per undertaking and investment 

                                                 
1
 Guidelines on State aid for environmental protection and energy 2014-2020, (2014/C 200/01), OJ 

C 200/1, 28.5.2014.  

2
 Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain categories of aid 

compatible with the internal market in application of Articles 107 and 108 of the Treaty, OJ L 

187/1, 26.6.2014. 
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project for aid concerning the distribution network as part of the energy efficient 

district heating. 

(5) The German Government confirms that the measure notified concerns only 

investment aid for district heating network. It does not include support for the 

construction of production plants. It relates to a new construction and 

development of heating networks under Sections 18 et seq of the Combined Heat 

and Power Act (hereinafter "CHP Act" or Kraft-Wärme-Kopplungs-Gesetz 

(hereinafter "KWK-G 2016" ) approved by the Commission decision SA.42393. 

2. DETAILED DESCRIPTION OF THE MEASURE 

2.1. Objective of the measure 

(6) The notified measure concerns a support for the construction of the district 

heating network in the Rhein-Ruhr area which will connect the district heating 

networks of Lower Rhine (Niederrhein) and Ruhr ("the project"). 

(7) The district heating infrastructure in the Ruhr area is characterized by a 

patchwork of grids with few to none interconnectors. Only a sufficient 

interconnection can ensure an increasing utilization of industrial waste heat, heat 

from waste incineration plants and CHP plants. The interconnection of the district 

heating trunks in the Niederrhein and Ruhr area is a crucial step to achieve this 

goal.  

(8) The investment project for which the aid measure was notified has two objectives: 

(i) to provide aid for the expansion of the existing district heating network in 

North-Western Germany by covering the increased demand of populations of the 

regions of Niederrhein and Ruhr for this type of heating, which is more 

environmentally friendly than the existing local networks. The project partners 

expect 300 to 400 new district heating connections per year. Therefore the 

number of new customers can grow in the period of 30 years from currently 

30.000 to around 40.000;  and (ii) to secure a long-term, climate friendly, energy 

efficient and affordable district heating supply. Interconnecting the local district 

heating grids to one joint trunk system will increase the overall system stability as 

it provides joint access to a larger pool of CHP, industrial waste heat, CHP from 

waste incineration and renewable heat sources. Through this interconnection, the 

respective heat sources can be utilized in a more flexible and energetically 

optimized manner. At the same time, the project will be the largest district 

network in Europe.  

(9) The project is based on a feasibility study
3
 which has examined and tested 

whether the expansion of district heating in the Ruhr region is appropriate and 

possible. 

(10) The expansion of the present district heating islands in the Ruhr region to form a 

single district heating network will enable more residents and companies in the 

region to benefit from the use of highly efficient, CHP generated heat. This 

concerns primarily the Ruhr region from Duisburg to Herne and the adjacent 

Lower Rhine with Moers, Dinslaken and Voerde. The new district heating 

network will enable the interconnection of the existing district heating trunks in 

                                                 
3
 Perspektiven der Fernwärme im Ruhrgebiet bis 2050, Abschlussbericht, 13.06.2013. 
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the Niederrhein and Ruhr areas by installing an interconnector in DN 800 with 

associated substations. 

(11) The project is expected to provide for significant environmental, economic and 

social effects. It aims at achieving an efficient heat supply to facilitate climate 

protection, primary energy savings as well as to secure the long-term heat supply 

by interconnecting the existing district heating grids in the Niederrhein and Ruhr 

areas.  

(12) According to the German authorities, it will be possible to incorporate additional 

industrial and renewable heat sources into the supply system. These will include 

waste-fuelled heat and power plants, gas and coal-fired power plants, industrial 

plants and their waste heat, and heat from renewable CHP plants. This will give 

all the project partners access to large amounts of waste heat and large volumes of 

CHP energy. The district heating network of Lower Rhine and Ruhr will therefore 

make a significant contribution to the carbon and CHP goals of the State of North 

Rhine-Westphalia. 

(13) The proposed project aims at a more efficient use of primary energy and will in 

that respect lead to a significant extent to the reduction of CO2, making an 

important contribution to the European and national climate and environmental 

policy objectives.  

(14) The start of works on the construction of the supported project is expected for the 

end of 2016. The first sub-projects could go into operation after a two-year 

construction period. The overall completion of all five sub-projects is expected 

for 31 December 2019. The supported project is expected to be in operation for 

30 years. 

2.2. National legal basis  

(15) The national legal bases for the notified measure are the following legal acts:  

 The Budget Regulation of the Land NRW in the version of 26 April 1999 as 

amended by Article 2 of Law on implementation of the Law on NRW 

BANK on the guarantor structure and the audits right of the Court of 

Auditors at NRW BANK from December 4, 2012 (Landeshaushaltsordnung 

(LHO NRW) in der Fassung der Bekanntmachung vom 26. April 1999 zuletzt 

geändert durch Artikel 2 des Gesetzes zur Anpassung des Gesetzes über die 

NRW.BANK an die Gewährträgerstruktur sowie zum Prüfungsrecht des 

Landesrechnungshofs bei der NRW.BANK vom 4. Dezember 2012 (GV. 

NRW. S. 636) 

 Directive on the allocation of funds from the scheme exempted under GBER 

(SA.40253 (2014/X) "Rational energy utilization, renewable energy and 

energy saving- program area heating and cooling networks" ("Richtlinie über 

die Gewährung von Zuwendungen aus dem nach der AGVO (SA.40253 

(2014/X) freigestellten Programm Rationelle Energieverwendung, 

Regenerative Energien und Energiesparen (progres.nrw) - 

Programmbereich Wärme- und Kältenetze" 

 Law and ordinance NRW (Gesetz- und Verordnungsblatt NRW, GVBl. 

NRW) 
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 Circular of the Ministry of Climate Protection, Environment, Agriculture, 

Conservation and Consumer Protection of 07.11.2014; published in 

Ministerialblatt for North Rhine-Westphalia No 36 of 12.15.2014 

("Runderlass des Ministeriums für Klimaschutz, Umwelt, Landwirtschaft, 

Natur- und Verbraucherschutz" vom 07.11.2014;  veröffentlicht im 

Ministerialblatt für das Land Nordrhein-Westfalen No 36 vom 15.12.2014) 

 Law on Combined Heat and Power ("CHP Law"; Gesetz für die Erhaltung, 

die Modernisierung und den Ausbau der Kraft-Wärme-Kopplung 2016 

("KWK-G 2016"), approved by the commission decision SA. 42393 

2.3. Beneficiary 

(16) The beneficiary of the aid is Fernwärmeschiene Rhein-Ruhr GmbH (hereinafter 

District Heating line Rhine-Ruhr GmbH, "FWSRR" or "the company"). FWSRR 

GmbH is a newly established company, incorporated by the local district heating 

companies STEAG Fernwärme GmbH (56.6%), district heating Niederrhein 

GmbH (25.1%) and the energy supply Oberhausen AG (18.3%) as shareholders 

on 5 March 2015 (together referred to as "the project partners").   

(17) The purpose of the joint venture is to plan, set up and operate the Rhine-Ruhr 

district heating network as from 2017.  

(18) The German authorities informed that the project has been notified to the German 

Federal Cartel Office pursuant to Section 39 of the Competition Act (GWB - 

Gesetz gegen Wettbewerbsbeschränkungen). The project is not a merger of the 

three project partners but the creation of a joint venture. The joint project does not 

meet the conditions for prohibition set out in Section 36(1) GWB as confirmed by 

the letter from the Federal Cartel Office to this effect (dated 10 October 2014). 

(Ref- B 8 - 117/14). 

2.4. Description of the project  

2.4.1. Structure of the project  

(19) The district heating network Rhein-Ruhr is a project network of approximately 25 

km long district heating transmission lines that will connect the existing district 

heating rails in the area of Niederrhein and Ruhr between the cities Bottrop and 

Duisburg. With the planned completion of the individual projects in 2019 the 

largest connected district heating network in Europe with a cable length of more 

than 1.600 km will arise in the Ruhr area. 

(20) The goal of connecting the district heating network of the Niederrhein and Ruhr 

district heating grid is to ensure efficient, environmentally friendly and price-

stable heat supply in the Ruhr area. In order to achieve this goal it will be ensured 

that increasingly regional heat sources are used through the co-generation, 

including energy from waste plants, gas and steam power plants, coal-fired power 

plants, industrial facilities and power plants that use renewable energies. The 

functioning of the project will require the project partners to report their heat 

demand to the FWSRR. The required heat will be bought by FWSRR at the 

respective sources and will be sold to the project partners.  
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(21) The notified project will be implemented in five sub-projects. The realization will 

take place in several phases by connecting the district heating rails through 

connection of five district networks. Each sub-project will be capable of operating 

independently of the others from the start of its operations and will be used 

independently immediately after the completion of each phase.  

(22) The distinction between the sub-projects is based on technical grounds and 

characterized by the location of the independent operation of the projects. The 

realization of the interconnection in several sub-projects will allow for a more 

competitive environment relating to the assignment of the construction work and 

a speedier recovery of funds.   

(23) The first sub-project concerns the construction of a district heating pipeline from 

Essen Vogelheim to Bottrop Süd and an associated heat transfer station to the 

district heating grid of STEAG Fernwärme in Bottrop. The project covers the pipe 

laying with an associated heat transfer station. The flow and return pipeline in 

dimension DN 800 covers a length of 4.0 km. The pipeline will be constructed in 

sections, both over ground or underground as a steel casing pipe. It is 

dimensioned for pressure stage PN 40 and a maximum temperature of 200°C.  

(24) This pipeline is expected to provide an additional district heating capacity of up to 

30 MJ/s to the city of Bottrop by accessing southern districts of the city as well as 

increasing the network density in areas already connected to district heating. The 

additional district heating potential could not be exploited with the existing 

district heating infrastructure in Bottrop as there is none or only very limited 

remaining heat supply capacity in those southern districts.  

(25) The connection of households in the respective areas will not be facilitated by 

FWSRR but by STEAG Fernwärme GmbH, as the retail business is not part of 

FWSRR. FWSRR acts as a supplier to the respective district heat retailer. The 

delivery and performance limit is set right after the heat exchanger of FWSRR’s 

respective heat transfer station to the local grids of the district heat retailers. 

(26) The dimensioning of the pipeline in DN 800 is not only related to the increase in 

heating capacity for the city of Bottrop by 30 MJ/s, but also considers the planned 

interconnection of the trunk systems in the Niederrhein and Ruhr area.  

(27) The eligible costs for this part amount to EUR 32 mil. The start of construction is 

planned for Q2 2017 and the completion is planned by the heating period 

2018/2019. 

(28) The second sub-project concerns the construction of a district heating pipeline 

from Duisburg-Walsum to Duisburg-Fahrn and an associated heat transfer station 

to the district heating grid of Fernwärme Duisburg in Duisburg-Fahrn. The project 

covers the pipe laying with an associated heat transfer station. The flow and 

return pipeline in dimension DN 800 covers a length of 5.0 km. The pipeline will 

be constructed in sections, both over ground or underground as a steel casing 

pipe. It is dimensioned for pressure stage PN 40 and a maximum temperature of 

200°C.  
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(29) This pipeline is expected to provide an additional district heating capacity of up to 

30 MJ/s to Duisburg-Fahrn by accessing areas that are currently not connected to 

district heating as well as increasing the network density in areas already 

connected to district heating. The additional district heating potential could not be 

exploited with the existing district heating infrastructure in Duisburg-Fahrn. The 

connection of households in the respective areas will not be facilitated by 

FWSRR but by Fernwärme Duisburg GmbH, as the retail business is not part of 

FWSRR. FWSRR acts as a supplier to the respective district heat retailer. The 

delivery and performance limit is set right after the heat exchanger of FWSRR’s 

respective heat transfer station to the local grids of the district heat retailers. 

(30) The start of construction is planned for Q2 2017 and the completion is planned by 

the heating period 2018/2019.  The eligible costs for this sub-project amount to 

EUR 33.2 mil.  

(31) The third sub-project concerns the construction of a district heating pipeline from 

Bottrop Süd to Oberhausen and an associated heat transfer station to the district 

heating grid of Energieversorgung Oberhausen. The project covers the pipe laying 

with an associated heat transfer station. The flow and return pipeline in dimension 

DN 800 covers a length of 7.4 km. The pipeline will be constructed in sections, 

both over ground or underground as a steel casing pipe. It is dimensioned for 

pressure stage PN 40 and a maximum temperature of 200°C.  

(32) This pipeline is expected to provide an additional district heating capacity from 

the east of up to 140 MJ/s to the district heating grid of Energieversorgung 

Oberhausen AG. This pipeline sets the prerequisite for the continuous expansion 

and operation of district heat in the city of Oberhausen. 

(33) The start of construction is planned for Q4 2017 and the completion is planned by 

the heating period 2019/2020. The eligible costs for this sub-project amount to 

EUR 55.0 mil. 

(34) The fourth sub-project concerns the construction of a district heating pipeline 

from Duisburg-Fahrn to Oberhausen. The project covers the pipe laying works. 

The flow and return pipeline in dimension DN 800 covers a length of 6.8 km. The 

pipeline will be constructed in sections, both over ground or underground as a 

steel casing pipe. It is dimensioned for pressure stage PN 40 and a maximum 

temperature of 200°C. 

(35) This pipeline is expected to provide an additional district heating capacity from 

the west of up to 140 MJ/s to the district heating grid of Energieversorgung 

Oberhausen AG. This pipeline sets the prerequisite for the continuous expansion 

and operation of district heat in the city of Oberhausen. 

(36) The start of the construction is planned for Q4 2017 and the completion is 

planned by the heating period 2019/2020. The eligible costs for this sub-project 

amount to EUR 49.4 mil.  
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(37) Finally, the fifth sub-project concerns the connection of generation source 

RZR/MHKW Herten and construction of a pressure boosting station for the flow 

direction Essen Nord to Essen Innenstadt. The project covers the pipe laying 

works to connect the generation source RZR/MHKW Herten to the FWSRR trunk 

system. The flow and return pipeline in dimension DN 500 covers a length of 1.5 

km. The pipeline will be constructed in sections both over ground or underground 

as a steel casing pipe. It is dimensioned for pressure stage PN 40 and a maximum 

temperature of 200°C. 

(38) This pipeline is expected to provide an additional heat capacity of up to 130 MJ/s 

to the FWSRR trunk system. An additional pressure boosting station is required 

in Essen North in order to provide for a reasonable hydraulic distribution of this 

additional capacity and to partly compensate pressure losses from Essen Nord to 

Essen Innenstadt. 

(39) The start of construction is expected for the Q4 2016 and the completion is 

planned by the 2019/2020 heating period. The eligible costs for this part amount 

to EUR 4.7 mil.  

(40) The total heat output of FWSRR is estimated in a range of 800 MW with an 

annual heat supply of 2.5bn – 3.0bn kWh, covering approximately 0.5 mil. 

housing units. 

2.4.2. Budget of the project, form of aid, aid amount and aid intensity 

2.4.2.1. Total investment costs 

(41) The total investment costs of the project (incl. capitalized interest) amount to 

EUR 217,6 mil. in discounted value, of which EUR 152,2 mil. in discounted 

value are costs eligible for public funding. The remaining costs mainly relate to 

project development costs, access fees for third party properties and capitalized 

interest. These costs are not eligible for public aid funding under the KWK-G 

2016. 

2.4.2.2. Aid amount  

(42) The aid for the project will be funded from the budget of the State of NRW on the 

basis of Directive progres.nrw in the amount of up to EUR 100 mil. The aid takes 

the form of a one-time non-repayable direct grant for the construction phase. The 

other part in the amount up to EUR 52,5 mil. will be funded pursuant to KWK-G 

2016.  

2.4.2.3. Eligible investment costs  

(43) The eligible investment costs of the project are as follows:   
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Source: German authorities  

(44) The eligible costs mainly comprise of: costs for piping and construction works as 

well as costs for the heat transfer stations and ancillary electrical components and 

instrumentation and control systems. Germany submits that these costs will be 

subject to further and continuous specification during the course of the projects. 

2.4.2.4. Calculation of the funding gap  

(45) The funding gap rate methodology is applied to calculate the aid intensity of the 

project.  

(46) The equity shown is EUR 6.1 mil. Consequently the return on equity is 

approximately 1.4 %. The main elements, parameters and calculations that are 

used in the funding gap methodology are shown in the following table. The 

calculation of the revenues comes from an extrapolation of the current situation as 

FWSRR shall enter into the existing heat procurement contracts between the 

Partners and respective heat sources, and supply this heat to the project partners. 

The heat procurement of the project partners will therefore be subject to the same 

terms and conditions. Prices will be made up of an energy charge and a capacity 

charges that are determined based on the actual incurred costs during the year. 

Both charges should cover the company's expenses for its heat procurement, its 

own operational cost and a return on equity after taxes of 1,4%:  

  

DISTRICT HEATING NETWORK NIEDERRHEIN-RUHR 

s/n Project Completion  
Eligible costs in EUR 

mil.   

1. E-Vogelh-Bottrop Süd HP 2018/2019 32.0 

2. Du-Walsum - Du-Fahrn HP 2018/2019 33.2 

3. Bottrop Süd - Oberhausen HP 2019/2020 
55.0 

 

4.  Du-Fahrn - Oberhausen   HP 2019/2020 49.4 

5.  
Connection RZR,   

pressure boosting E-Nord 
HP 2017 and HP 2020 

respect. 
4.7 

Total non-discounted 
 

174,3 
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Main elements and parameters 

Value 
undiscounted 

Discounted 
Value (NPV) 

1. Reference period (years) 30  

2. Financial discount rate (%) 4%  

3. Total investment cost (in euro, not discounted) 226,7 mil.  

4. Total investment cost [C] (in euro, discounted) 
 

217,6 mil. 

5. Residual value (in euro, not discounted) 32,4 mil.  

6. Residual value (in euro, discounted)  15,4 mil. 

7. Revenues (in euro, discounted)  853 mil. 

8. Operating Expenses (in euro, discounted)  803 mil. 

9. Net revenue = revenues - operating costs + 
residual value (in euro, discounted) = [R] = (7) - 
(8) + (6) 

 65,3 mil. 

10. * Eligible expenditure = investment cost - net 
income (in euro, discounted) = C - R = (4) - (9) 

 152,2 mil. 

11. * Funding Gap Rate (%) = 1 - (R / C) = (10) / (4) 69,97 % 

Source: German authorities  

(47) Germany has further indicated that without the aid, the investment would not take 

place. 

(48) In the light of the above, the aid amount for the project at hand consists of a direct 

grant of EUR 100 mil. and EUR 52,5 mil. under the KWK-G 2016. The total 

private contribution amounts to 10% of the investment costs. Accordingly the aid 

intensity of the project is 69,97% of the overall eligible project costs. 

(49) The German authorities provide that the data for the investment costs are made on 

the best estimate basis as the project stands currently. They note that due to 

impossibility to indicate the exact amount that will arise from the support based 

on the KWK-G 2016, the commitment has been made that should this amount 

increase by more than EUR 52,5 mil., the grant from the Land NRW will 

decrease for the amount so that the total aid amount granted does not exceed the 

funding gap of the project. In that way, the German authorities committed to 

avoid the overcompensation and respect the rule that the aid can only be granted 

up to the amount that is necessary to close the profitability gap. Finally, the 

German authorities shall carry out an on-site pricing review prior to approving the 

aid.  
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2.5. Environmental effects  

(50) As for the environmental effects, merging the systems to create a common grid 

will allow more extensive exploitation of heating sources such as heat from 

waste-fuelled CHP plants, industrial waste heat and biomass than is presently 

possible while the networks are separated. 

(51) In the comparison of the respective current stand-alone situation of the project 

partners, also called "island solutions", with the notified project as a combined 

project solution of FWSRR for the period up to 2050, it can be expected that the 

use of industrial waste heat, heat from waste incinerators and to a lesser extent 

from biomass will increase from approximately 46% in the scenario where they 

would not be interconnected, to approximately 58%. This is because through the 

interconnected heating grids, heating sources such as heat from the waste 

incinerators, industrial heat waste heat and bio mass can be used more 

extensively. 

(52) With an annual heating supply of 2.500-3.000 GWh/a, Germany estimates the 

project will result in an annual saving of 1.250-1.500 GWh/a of primary energy. 

There will be a corresponding CO2 saving. 

(53) In addition, the expected heating use of approximately 15% in the island solutions 

within the current situation can be at least halved in the combined project solution 

as notified. The residual heat performance that is not based on renewable or waste 

derived sources or heating plants will be completely provided from high-

efficiency co-generation plants. These effects make sure that the corresponding 

CO2 savings will consequently result from it.  

2.6. Economic and social effects  

(54) As for the economic and social effects, according to the German authorities the 

project will enhance system stability, will increase the efficiency of the district 

heating supply and will allow the partners to diversify their portfolio of 

generation sources compared to their current stand-alone state. The diversification 

of the heat supply secures the partners' ability to ensure a long-term, sustainable 

and affordable heat supply for their customers. 

(55) Connecting the Rhein and Ruhr district heating networks will secure the project 

partners' supply of heating from CHP and waste-heat in the long term. This is a 

necessary condition of sustainable development of district heating in the long 

term. In addition, the planned FWSRR substations in Bottrop Süd and Duisburg 

Fahrn will create additional points of departure for new or extended district 

heating networks. This should make possible further moderate development of 

district heating in accordance with the environmental targets.  

(56) The project partners expect an increase of 300-400 new district heating 

connections per annum. This means that over the reference period of 30 years, the 

number of customers can be increased by approximately a third, from the current 

30.000 or so to around 40.000. 
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(57) More specifically, the German authorities claim that interconnecting the local 

district heating grids to one joint trunk system will increase the overall system 

stability, as it provides joint access to a larger pool of CHP, industrial waste heat, 

CHP from waste incineration and renewable heat sources. Through this 

interconnection, the respective heat sources can be utilized in a more flexible and 

energetically optimized manner.  

(58) The German authorities claim that the resilience of the system can be guaranteed 

in technical and economic terms by creating a joined up common network. 

Joining up the Rhine and Ruhr networks will bring plants together to create an 

optimising common grid nearly twice as large as the biggest existing individual 

network of approximately 800 MW in the system as a whole as compared to the 

430 MW in the current Ruhr system. Technical failures of single plants in a 

combined system are considerably less serious and can be more easily offset. 

(59) The current situation is that for each of the three partners, two to three plants are 

available as CHP or waste heat sources. Heat has to be provided from these 

sources all year round. If there is a plant failure or insufficient demand on the 

electricity side, the heat has to be provided from thermal generators (mainly 

fuelled with extra light heating oil - ELHO), or the additional costs for heat-

driven use where there is insufficient demand for electricity from the CHP plants 

has to be offset. In such cases where the demand for electricity from the CHP 

plants is insufficient, the CHP plants are often operated at minimum capacity, 

which is not optimal in energy terms. The frequency of insufficient demand on 

the electricity side is increasing. At present it is not possible to optimise operation 

between these plants because they are not connected for heat purposes.  

(60) Currently it is planned to connect FWSRR to the heat source RZR / MHKW 

Herten located in close proximity. Due to the location of this heat source a 

hydraulic connection with the FWSRR would be feasible. According to the 

current negotiations, a heat output of up to 60 MJ / shall be transferred in the 

FWSRR from the MHKW Herten. The construction is expected to start in the first 

half of 2017 and completion is expected to be achieved for the heating season 

2018/2019. 

(61) The involvement of other heat sources into the overall system FWSRR shall occur 

depending on the future development on the supply- and sales side. On the sales 

side, the objective is to counterbalance the decline of the district heating due to 

energy efficiency in buildings through new connections and to achieve step by 

step further expansion of district heating through a moderate but sustainable 

growth. 

(62) Furthermore, initial talks have been performed with ThyssenKrupp relating to the 

connection of existing industrial waste heat facilities in the Duisburg area. 

(63) Joining the systems up to create a common grid will allow greater diversification 

with a bundling of widely varying heating sources such as CHP, waste heat and 

biomass, which will also mean that fuel security can be enhanced in terms of 

availability and price.
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2.7. Compatibility arguments put forward by the German authorities  

(64) The German authorities claim that the proposed project fulfils the requirements of 

EEAG and is compatible with Article 107 (3) point (b) of the TFEU. They also 

clarified that the notified measure concerns only investment aid for district 

heating networks and not operating aid for CHP plants. The measure does not 

include support for the construction of generation plants.  

(65) More specifically, the German authorities claim that the proposed project pursues 

an objective of common interest, i.e. environmental protection, and is expected to 

contribute significantly to the achievement of the European and national goals for 

climate and environmental protection, by facilitating the efficient use of primary 

energy sources and thereby significantly reducing CO2 emissions. The use of 

highly efficient CHP technology, industrial waste heat and heat from waste-

incineration-plants will play a major role in achieving those targets.  

(66) The German authorities also claim that there is need for State intervention, the 

proposed aid measure is appropriate instrument to address the above policy 

objectives, it has an incentive effect, the aid amount is proportionate and avoids 

undue negative effects on competition and trade.  

(67) Therefore, the German authorities conclude that the positive impacts on climate 

and environmental protection and the contribution to increasing flexibility in the 

energy markets outweigh any potential limited negative effects on competition 

and trade. 

(68) The measure aims at ensuring for the total thermal system to be more flexible, 

less dependent on the development of the electricity market and thus future-proof. 

The technical estimations expect that significant savings in CO2 emissions will be 

achieved. In that way the measure thus ensures the continuity of the central heat 

supply in the Ruhr region by taking advantage of additional CO2 reduction 

potential. 

3. ASSESSMENT OF THE MEASURE 

3.1. Existence of aid within the meaning of Article 107 (1) of the TFEU 

(69) A support measure to an undertaking 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. 

(70) As for the abovementioned conditions:  

 The aid measure at hand is on the one hand financed from the state budget of 

NRW. It is not disputed that this part of the aid is financed from State 

resources and imputable to the State. 
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 The other part of the aid is financed under the KWK-G 2016. Germany 

considers that funding under KWK-G 2016 does not constitute aid within the 

meaning of Article 107 TFEU. However, as the Commission has already 

observed in its decision related to State aid case SA.42393 also this part of 

the aid constitutes an advantage imputable to the State and financed from 

State resources.  

 The aid is granted by the land NRW in the form of a one-time, not-repayable 

direct grant. The aid under the KWK-G 2016 also consists in a one-time, 

not-repayable direct grant according to § 18-19 of the KWK-G 2016.  

  

 The measure provides a grant for the costs of construction of the above 

described project thus conferring an economic advantage to the beneficiary 

FWSRR. 

 As this advantage is granted to a single undertaking under the scheme 

"Rational energy utilization, renewable energy and energy saving- program 

area heating and cooling networks" the Commission concludes that it is of 

selective nature; 

 As the related markets concerning heat supply such as gas, oil or heat 

pumps, are open to competition and to intra-EU trade, according to settled 

case-law
4
, the measure is therefore liable to affect intra-EU trade and to 

distort competition within the EU; 

(71) Therefore, the Commission considers that both the EUR 100 million grant and the 

EUR 52.5 million grant constitute State aid within the meaning of Article 107(1) 

of the TFEU. 

3.2. Legality of the measure 

(72) The Commission notes that the German authorities mention that they have not put 

the notified aid measure into effect before obtaining the approval of the 

Commission in compliance with Article 108(3) of the TFEU. 

3.3. Compatibility under the Guidelines on State aid for environmental 

protection and energy 2014-2020  

(73) The measure aims at the interconnection of the existing district heating networks 

in the Niederrhein and Ruhr areas. Support for district heating infrastructure 

measures falls within the scope of the EEAG, section 3.4 "Energy efficiency 

measures, including cogeneration and district heating and district cooling". 

 

 

   

                                                 
4
  Cf., inter alia, the judgment of the ECJ in Philip Morris/Commission, (Case 730/79, ECR [1980] 

p. 02671, paragraph 11) and judgment of the ECJ in Air Liquide Industries/Ville de Seraing et 

Province de Liège (Joint Cases C 393/04 and C 41/05, [2006] ECR p.I-05293). 
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3.3.1. Objective of common interest 

(74) The Commission considers, in line with point (139) EEAG that in order to ensure 

that aid contributes to a higher level of environmental protection, aid for district 

heating and cogeneration of heat and electricity will only be considered 

compatible with the internal market if granted for investment, including upgrades, 

to high-efficient CHP and energy-efficient district heating.  

(75) The project at hand for connecting the Niederrhein district heating network with 

the Ruhr district heating network satisfies the definition of efficient district 

heating and cooling system, as set out in point (19) subpara. (14) of the EEAG 

and Articles 2(41) and (42) of Energy Efficiency Directive
5
.  Efficient district 

heating and cooling’ means a district heating or cooling system using at least 50 

% renewable energy, 50 % waste heat, 75 % cogenerated heat or 50 % of a 

combination of such energy and heat. The German authorities confirm that the 

project will use the heat from the following sources FVN (Thyssen 

Beeckerwerth/Schwelgern/Dampfwärmetauscher, BMHKW Biokraft Moers und 

Sachtleben), HKW Herne 4, HKW Walsum 9, MHKW Oberhausen (GMVA), 

MHKW Karnap und RZR Herten.  

(76) It is expected that by connecting the Rhine and Ruhr networks will enable 

optimising two networks by creating a common grid that will be almost twice as 

large as the largest existing individual network. It will contribute approximately 

800 MW in the system as a whole which is double as compared to the 430 MW in 

the currently running Ruhr system.   

(77) The integration of the systems will facilitate a more expanded exploitation of 

existing heating sources which includes heat from waste-fuelled CHP plants, 

industrial waste heat and biomass in comparison to what is currently possible 

while the local networks are separated. 

(78) In addition, the project at hand promotes a more efficient and environmentally- 

friendly use of primary energy sources. It is expected to facilitate the efficient use 

of primary energy sources and thereby significantly reduce greenhouse gas 

emissions. It also contributes to the use of highly efficient CHP technology, 

industrial waste heat and heat from waste-incineration-plants that play a major 

role in achieving those objectives of common interest. As Germany submits, 

interconnecting the local district heating grids to one joint trunk system will 

increase the overall system stability, as it provides joint access to a larger pool of 

CHP, industrial waste heat, CHP from waste incineration and renewable heat 

sources.  

(79) It can thus be concluded that the measure at hand aims at a well-defined objective 

of common interest. 

3.3.2. Need for State intervention 

(80) Pursuant point (39) EEAG the Commission verified whether other policy 

measures would already sufficiently address the market failure and notes that the 

                                                 
5
 Directive 2012/27/EU of the European Parliament and of the Council of 25 October 2012 on 

energy efficiency, amending Directives 2009/125/EC and 2010/30/EU and repealing Directives 

2004/8/EC and 2006/32/EC, OJ L 315, 14.11.2012. 
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German authorities have explored the possibility of other policy instruments. 

Other policy instruments would have to focus on changing the existing 

conditions. In case the CHP installations could economically be driven by the 

heat, the funding gap could be reduced. But, this is not the case because the 

increased supply of the fluctuating production requires a voltage-controlled 

operating of secured electricity production. In these conditions would the climate 

targets not be achieved due to such changing conditions. 

(81) The German authorities demonstrated that there is a market failure which is 

characterized by the failure to achieve required market prices for district heat 

supply that make the envisaged venture financially viable. Namely, the ongoing 

decreasing price trends on the wholesale power market have as a consequence 

that the CHP plants are utilized less and less for power production, which stands 

in direct contradiction to the average annual heat demand, resulting in significant 

additional costs for these heat controlled units. The resulting costs would have to 

be fully passed on as part of heat prices to consumers, however, the competitive 

heat market only allows for parts of these costs to be passed on in heat prices. 

Due to the very capital intensive nature of district heating infrastructure 

investments and the very competitive market environment, these investments 

cannot be fully financed at given sales price levels.  

(82) In addition, a study on the perspectives on district heating in the Ruhr area until 

2050, commissioned by Ministry of the Land NRW, reaches the conclusion that 

given the current framework and market conditions, the interconnection of 

existing district heating grids cannot be achieved in a financially and 

commercially viable manner without additional public funding. Therefore it is 

clear that the significant capital expenditures related to the envisaged venture, 

also given their positive impact on the overall achievement of climate and 

environmental protection goals and flexibility enhancements, cannot be borne by 

the local district heating customers and that additional public funding is 

necessary.  

(83) As explained in point (142) of the EEAG, the Commission considers that energy-

efficiency measures, including district heating, target negative externalities by 

creating individual incentives to attain environmental targets for energy-

efficiency and for the reduction of greenhouse gas emissions. The Commission 

therefore considers that State aid may be needed to promote investments in 

energy-efficiency in order to meet the targets of the Energy Efficiency Directive. 

(84) Germany submits that due to the very capital intensive nature of district heating 

infrastructure investment the project at hand cannot be achieved in a financially 

and commercially viable manner without additional public funding.  

(85) Given that the project contributes to an objective of common interest and 

Germany has identified the market failures hampering an increased level of 

environmental protection and energy efficiency, the Commission considers that 

there is need for State intervention.  
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(86) The high non-recurring expenses, with which this infrastructure is particularly 

connected, also because it contributes to the overall objectives regarding the 

climate and environmental protection as well as to the flexibility, cannot be borne 

by the customer in the regional heat market. Even if we consider that a support by 

the State of NRW and from the KWK-G 2016 in the cumulated amount of EUR 

152,5 mil. are given to the project company FWSRR there remains on average an 

annual net income of only EUR 0.3 mil.  

(87) In the financial calculation, the realizable market revenues were compared with 

purchasing and operating costs. In this calculation it is considered that the equity 

amounts to EUR 6.1 mil. From that it is derived that a return on equity will be of 

around 1.4%. This proves that the support is exclusively closing the financing 

gap. 

3.3.3. Incentive effect 

(88) Under point (49) of the EEAG, environmental and energy aid can only be found 

compatible with the internal market if it has an incentive effect. An incentive 

effect occurs when the aid induces the beneficiary to change its behaviour 

towards reaching an objective of common interest which it would not undertake 

without the aid.  

(89) Furthermore, according to point (58) of the EEAG, for measures subject to 

individual notification, the Member States must fully demonstrate to the 

Commission the incentive effect of the aid.  

(90) First, the information submitted by the German authorities proved that works on 

the project did not start before the aid application was submitted. Furthermore, the 

German authorities provided, as required by point (52) of the EEAG, credible 

evidence that the planned support of the project will influence FWSRR's 

investment decision and without it the project would not be possible. The 

incentive effect results from the fact that without the notified support the project 

would not be implemented. 

(91) The high one-off costs which this infrastructure project will entail, particularly in 

view of the overarching climate and environmental protection objectives, as well 

as improved flexibility, cannot be borne by the customers in the regional heating 

market. The heating supply contracts concluded with the project partners' final 

customers offer no basis or justification for passing the costs of the infrastructure 

measures on to customers. Even with support from the Land of Nordrhein-

Westfalen and a cumulated amount of approximately EUR 155 mil. following the 

KWK-G 2016, the average annual surplus of FWSRR is only around 

EUR 0.3 mil.  

(92) The analysis looked at the turnover that could be achieved on the market set 

against procurement and operating costs. The equity is EUR 6.1 mil. 

Consequently the return on equity is approximately 1.4 %. This demonstrates that 

the support is exclusively closing the financing gap.  
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(93) The calculation of the profit and loss proves that a realization of the project 

without aid is not possible, as determined in the financial projections of the 

project on the basis of the funding gap which could not be closed without the 

combined funding from the budget of the State of NRW and the parallel support 

from the KWK-G 2016.  

(94) The connection of the district heating networks on the Rhine and Ruhr leads to 

pooling together of heat sources and enables their flexible and optimized use, that 

partially offsets the otherwise existing challenges. 

(95) Based on the above, the Commission concludes that the State aid has an incentive 

effect as 

 the credibility check of the financial profitability of the project proves that 

only the public support enables the project at hand to be carried out 

 it will be granted prior to the start of works, conditional on a positive 

assessment by the granting authority. 

3.3.4. Appropriateness of aid 

(96) Under point (40) of the EEAG, the proposed aid measure must be an appropriate 

instrument to address the policy objective concerned. An aid measure will not be 

considered compatible with the internal market if the same positive contribution 

to the common objective is achievable through other less distortive policy 

instruments or other less distortive types of aid instruments. 

(97) The planned measure concerning the district heating infrastructure investment is 

associated with high non-recurring expenses in the project development and 

construction which do not result in the operational phase in marketable charges 

and appropriate reflows. Therefore the Commission considers that the balanced 

support by means of State aid is necessary. 

(98) The aid could be granted in principle in the form of low-interest loans or interest 

subsidies. But, in the currently available market of interest rates, interest subsidies 

can provide only limited contributions, which are by far not sufficient for the 

required investment. .  

(99) The investment aid is therefore the most appropriate aid instrument for achieving 

the desired objective. The funding gap can be closed only by means of a direct 

grant. The requested funding will reduce the costs of the activated acquisition and 

production. These in turn are the basis for determining the annual amortization. 

As a result, the decrease of the depreciation and annual deficits are avoided. 

Therefore, the here selected instrument in the form of a direct grant is the only 

appropriate aid instrument. As an investment aid it remains per se less distortive 

of competition than operating aid. 

(100) There are no suitable policy instruments available for the described conditions. 

The development of heat infrastructure is therefore dependent on public support 

to implement the CO2 reduction potential in the heat supply.  
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(101) Consequently, financing of the project from State resources is an appropriate 

instrument to cover the costs of interconnection of the two district heating 

networks in Germany. 

3.3.5. Proportionality of aid 

(102)  A State aid measure is proportional if the measure is designed in a way that the 

aid as such is kept to the minimum necessary to achieve the objective sought. As 

a general principle enshrined in point (70) of the EEAG, aid will be considered to 

be limited to the minimum necessary if the aid corresponds to the net extra cost 

necessary to meet the objective, compared to the counterfactual scenario in the 

absence of aid.  

(103) The net extra cost is determined by the difference between the economic benefits 

and costs (including the investment and operation) of the aided project and those 

of the alternative investment project which the company would carry out in the 

absence of aid, that is the counterfactual scenario. 

(104) Pursuant to point (212) and Annex I of the EEAG, aid measures in support of 

infrastructure, including district heating infrastructure, should not exceed an aid 

intensity of 100% of the eligible costs. Point (76) of the EEAG clarifies that in 

determining the eligible costs for aid to the construction of the district heating 

network, the funding gap approach will be applied.  

(105) In addition to the funding gap, in the case of an individual notification, it was also 

necessary to verify if the aid is limited to the minimum needed to achieve the 

environmental protection or energy objective aimed for as required in the point 

(69) of the EEAG. Considering the fact that in the present case no counterfactual 

scenario can be identified, the Commission verified, as required pursuant point 

(86) of the EEAG, whether the aid amount exceeds the minimum necessary to 

make the aided project sufficiently profitable, for instance whether it increases its 

IRR beyond the normal rates of return applied by the undertaking concerned in 

other investment projects of a similar kind. 

(106) In the case of district heating infrastructure, the entire investment constitute the 

eligible costs given that it is the entire infrastructure that is needed to achieve the 

energy efficiency and it is also the entire investment concerned that would not 

have been made without the aid. Eligible costs of the project were determined 

based on the current planning status of the projects and mainly include costs for 

piping and construction works as well as costs for the heat transfer stations and 

ancillary electrical components and instrumentation and control systems.  

(107) The funding gap corresponds to the difference between the positive and negative 

cash flows over the lifetime of the investment, discounted to their current value 

(typically using the cost of capital) as defined in the point (19) subpara. 32 of the 

EEAG. 

(108) The financial analysis of the project shows that the investment aid covers just the 

funding gap. The company generates even after the aid grant a net profit 

amounting to only around EUR 85 000 annually.  This corresponds to equity of 

EUR 6.1 mil. a return on equity of only 1.4%. Considering public grant funding 

from the State of NRW and additional funding under KWK-G 2016 (grid 
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expansion), FWSRR will generate an average annual net income of 

approximately EUR 0.3mil.  

(109)  For the reasons outlined above, the Commission agrees with the German 

authorities that without significant grant funding the realisation of the project is 

not financially viable whereby the eligible costs will be limited to the funding gap 

as required in the recital 76 of the EEAG. The eligible costs are determined as the 

extra investment costs in tangible and/or intangible assets which are directly 

linked to the achievement of the common objective. Where the costs of achieving 

the common interest objective can be identified in the total investment costs as a 

separate investment, the costs of the separate investment constitute the eligible 

costs pursuant recital 148 read in conjunction with point 73 of the EEAG. 

(110) The Commission therefore concludes that the aid intensity of the project is well 

below the 100% cap applicable to district heating infrastructures as set in point 

(212) and Annex 1 of the EEAG, 

3.3.6. Distortion of competition and trade 

(111)  For the aid to be compatible with the internal market, the negative effects of the 

aid measure in terms of distortions of competition and impact on trade between 

Member States must be limited and outweighed by the positive effects in terms of 

contribution to the objective of common interest. 

(112) In addition, the Commission takes into account and assesses the additional 

requirements for individually notifiable aid pointed out in points (101) to (103) of 

the EEAG.  

(113) In that regard, the individual aid at issue will not cause any material effects on 

competition and trade, as district heating will remain one of the customers’ 

options to meet their individual heating demands. Germany notes that the 

opportunity to connect additional customers is created, which increases 

competition in the heating market. District heating will continue to compete in a 

very competitive market. 

(114) The district heating market will not be affected on the retail side. District heating 

will continue to be supplied independently by the partners of the FWSRR in their 

respective supply areas. The supply of district heating in the area in which the 

FWSRR project is to be implemented will still be available from a wide variety of 

district heating suppliers, e.g. through contracting or as island supply. 

(115) In the geographical area in which the project is to be implemented, the district 

heating network consists of 25 island networks which are only partially connected 

with each other, for example the municipal plants of Bochum, Essen and 

Duisburg, and the E.ON. Access to the FWSRR will be granted on open, fair and 

non-discriminatory terms. 

(116) The Commission observes that the negative impact on trade and competition will 

be limited. This is confirmed given the fact that (i) any supplier of district heating 

can be granted a comparable funding based on the Directive progres.nrw and the 

KWK-G 2016 and (ii) any supplier of district heating is free, under the condition 

of compliance with the technical requirements, to join at the same conditions the 

FWSRR as their partner. In the area concerned in Rhein-Ruhr the district heating 
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network contains 25 separate networks that are connected together only partially. 

Furthermore, the Commission notes there are several local district heating 

providers such as Stadtwerke Bochum, Essen, Duisburg and the E.ON district 

heating. 

(117) Finally, there are also many local district heating suppliers (island 

supply/contracting) who will not suffer a negative impact on their (local) business 

from the project. Some examples in this market environment are Emscher-Lippe 

Energie GmbH (ELE), Harpener Energiecontracting GmbH, Stadtwerke Bremen 

GmbH, Gelsenwasser AG and Stadtwerke Essen AG. 

(118) Against that background, the Commission positively notes that the project 

covered by the notified measure improves the two district heating networks in 

Germany and will contribute to the system stability, thus enhancing competition 

in the district heating supply market. The new interconnection will be subject to 

EU internal market legislation. FWSRR is legally obliged to grant other suppliers 

access under the same conditions. For those reasons the Commission therefore 

considers that the notified aid does not have undue distortive effects on 

competition and trade and is thus, in line with the EEAG. 

(119) Therefore, the Commission concludes that the possible distortion of competition 

and the effect on trade resulting from the aid measure are limited and are 

outweighed by the positive effects in terms of contribution to the objective of 

common interest. 

3.3.7. Transparency 

(120) The Commission notes the commitment by Germany to comply with the 

transparency requirement as laid down in the chapter 3.2.7. of the EEAG for all 

aid as of 1 July 2016. 

(121) In particular, Germany will ensure the publication of the following information on 

a comprehensive State aid website, at national or regional level:  

 the full text of the individual aid granting decision and its implementing 

provisions, or a link to it,  

 the identity of the granting authority, 

 the identity of the beneficiary, the form and amount of aid granted, the date 

of granting, the type of undertaking (SME / large company), the region in 

which the beneficiary is located (at NUTS level II) and the principal 

economic sector in which the beneficiary has its activities (at NACE group 

level). 

(122) The information will be published within 6 months from the granting act and the 

information will be kept for at least 10 years and will be available to the general 

public without restrictions. 

3.4. Conclusion with regard to the compatibility of the measure 

(123) In light of the above, the Commission considers that the notified measure pursues 

an objective of common interest in a necessary and proportionate way and thus, is 

compatible with the internal market on the basis of the EEAG. 
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4. CONCLUSION 

The Commission has accordingly decided not to raise objections to the aid on the 

grounds that it is compatible with the internal market pursuant to Article 107 (3) 

(c) of the TFEU. 

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 electronically to the following address: 

European Commission,   

Directorate-General Competition   

State Aid Greffe   

B-1049 Brussels   

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

