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Subject: State Aid SA.44922 (2017/N) – Denmark 

Investment aid for the conversion of a CHP plant in Denmark 

Sir,  

The European Commission wishes to inform you that, having examined the information 

supplied by your authorities on the matter referred above, it has decided to raise no 

objections to the notified aid measure. 

1. PROCEDURE 

(1) Following pre-notification contacts Denmark notified the Commission on 7 June 

2017 – pursuant to Article 108(3) of the Treaty on the Functioning of the 

European Union (TFEU) – a measure to support the Asnæs cogeneration power 

plant in Kalundborg. 

2. DESCRIPTION OF THE AID MEASURE 

 Objective 2.1.

(2) The objective of notified measure is to support the replacement of an existing 

coal-fired thermal power plant by a new high efficiency thermal power plant 

using biomass as fuel. The project will help to reduce CO2 emissions. The 

measure therefore contributes to the long-term goal of a fossil-fuel-free Denmark 

by 2050.  
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 Background 2.2.

(3) The Asnæs Power plant has two active units, the ASV2 and ASV5 units, 

providing district heating, steam for industrial process purposes, and electricity. 

DONG Energy Thermal Power A/S (hereafter "DONG Thermal") has applied for 

state support to replace the current production at the ASV2 unit (with around 368 

MW capacity), which runs on coal, by production from a new high efficient 

biomass fired unit (ASV6 with around 145 MW capacity). 

(4) ASV2 supplies electricity to the grid, district heating to Kalundborg Forsyning 

and process steam to Novo Nordisk, Novozymes, Statoil, Inbicon and Inter 

Terminals. This will be the same for ASV6, except that ASV6 will be supplying 

process steam to the manufacturing undertakings mentioned above, with the 

exception of Statoil.  

(5) The ASV6 unit will have a maximum rated thermal input of around 145 MW and 

an expected lifetime of 20 years or 160 000 hours. The new plant will be 

configured so as to achieve a high fuel efficiency and will be able to produce 

around 20-25 MW electricity, around [120-140] MJ/s process steam and around 

[70-85] MJ/s district heating; however, not all products at full quantity at the 

same time. The electricity production will depend on the size of the demand for 

process steam and district heating. A summary is presented in Table 1 below: 

ASV6 Planned average production (in 2020) Unit 

Electricity generation [230-275] TJ 

District heating production [760-870] TJ 

Steam production [1 125-1 310] TJ 

Coal saved* [125 000-145 000] tonnes 

Gross CO2 saved* 320 540 tonnes 

Biomass consumption [2 200-2 550] TJ 

Table 1: ASV6 specifications  

*  Coal and CO2 reduction is a calculated value based on the energy produced by 

ASV6bio in 2020, compared with a hypothetic ASV2 producing the same energy mix 

on coal. 

(6) The ASV6 will use wood chips conformed to the voluntary Danish sector 

agreement for sustainable biomass which entered into force on 4 December 2014. 

In addition, the suppliers will have to comply with DONG Energy A/S' (hereafter 

"DONG") ethical, social and environmental requirements, and document that 

emission of CO2 throughout the biomass value chain resulting from the 

production and transport of both wood pellets and wood chips do not exceed 

DONG’s fixed threshold limit for CO2 emissions.  

(7) It is expected that the biomass fuel will be purchased from Danish, Scandinavian, 

Baltic, and Mediterranean dealers and, in some instances, dealers from further 

afield. Asnæs Power plant will be part of the DONG overall biomass sourcing 

strategy. 
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(8) The Danish authorities also referred to the 2015 Statistical Report from the 

European Biomass Association (AEBIOM)
1
 with regard to the expected 

consumption of biomass at European level. According to this report, the 

consumption of bioenergy in the EU has followed stable growth rates in recent 

years, and continued growth in consumption is expected in the future as well. 

Denmark expects the entire ASV6 project to use a total of approximately [52-61] 

ktoe (or [2 200-2 550] TJ, see Table 1: ASV6 specifications) biomass (mostly 

wood chips), which Denmark considers accounts for less than 0.2 % of the 

expected total increase of 33 000 ktoe from 2013 to 2020 quoted in the report by 

AEBIOM. 

 The beneficiary of the aid measure  2.3.

(9) The beneficiary of the aid is DONG Thermal which is a subsidiary of DONG. In 

2014, DONG had a turnover of DKK 67 billion and employed around 6 500 

employees. DONG's business is based on production of, and trade in, energy and 

associated products in Northern Europe. DONG is responsible for production of 

electricity and district heating at nine large-scale power plants in Denmark and 

one gas-fired power plant in the Netherlands 

 Form of aid, eligible costs and aid intensity 2.4.

(10) The envisaged investment aid amounts up to DKK 422 million and will be 

provided in the form of a direct non-reimbursable grant stemming from the 

Danish budget. The aid will be paid in arrears on the basis of actual, incurred and 

paid project costs. Pursuant to the confirmation of the aid, DONG Thermal is 

required to forward an account of how the investment aid will be treated in 

DONG's financial statements and an overall plan for the allocation of the 

investment aid to process steam customers, etc. This report must obtain approval 

from the Danish Energy Agency before the project can commence. 

(11) The ASV6 project includes the addition or adaptation of significant plant 

components such as inter alia: new biofuel-fired unit, adapted transportation 

systems, steam pipeline
2
. The eligible costs amount to DKK 1 292 million (EUR 

174 million) as presented below in Table 2: 

 Amount DKK million Amount EUR million
3
 

Total CAPEX [1 220-1 435] [164-194] 

Counterfactual scenario -[67-78] -[9-10.5] 

Eligible costs 1 292 174 

Investment aid 422 57 

Aid intensity of the project 33% 33% 

Max aid intensity 45% 45% 

Table 2: CAPEX for the ASV6 unit 

(12) The cost of the counterfactual scenario is based on the investment costs for a new 

fossil fired industrial unit dimensioned for the steam/heat demand as this would 

be the economical realistic solution absent the ASV project. In the case of the 

                                                 
1
  AEBIOM Statistical Report 2015, Key 2015 Findings. 

2
  The elements in the capital expenditure are i.a.: the biofuel-fired unit itself, transportation systems, 

wood chips/biomass store; installations for flue-gas cleaning, flue-gas condensation, and ash 

handling. 
3
  Using a conversion rate from 05 April 2017: EUR 100 = DKK 743.64. 
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new ASV6, this corresponds to an estimated investment cost of DKK [67-78] 

million. The amount of alternative investment is based on the report made by 

Ecofys Subsidies and Costs of EU energy
4
. 

(13) Denmark also provided a detailed business model for the project with 20 year 

cash flows and decommissioning cost estimation at the end. The business model 

includes revenues from energy demand for steam, heat and electricity as well as 

the expenses stemming from operating costs, including fuel costs (wood chips). 

These estimates are based on market observations and expected future levels. 

Based on this model without aid the internal rate of return (IRR) of the conversion 

project is [-5; 5] %. With the envisaged investment aid, the IRR increases to [3-

13] %. 

Energy product Share in % 

District heating [30.0-35.0]% 

Steam [45.0-55.0]% 

Electricity [10.0-15.0]% 

Table 3: Planned capacity apportionment key 

(14) For other biomass conversion projects concerning power plants managed by 

DONG
5
 the required expected IRRs on investments are of [≥10] %. 

 Legal basis 2.5.

(15) The national legal basis is set out in the Act no. 607 of 12 June 2013 on aid to 

promote renewable energy in the undertakings' production processes
6
. This Act 

provides for an aid scheme
7
 covered by the General Block Exemption Regulation

8
 

(GBER). 

(16) However as the notified measure exceeds notification thresholds for investment 

aid for environmental protection pursuant to Article 4(1)(s) of the GBER, and the 

notification threshold for investment aid to an individual undertaking pursuant to 

Point 20(a) of the Energy and Environmental Aid Guidelines ("EEAG")
9
, the 

measure was individually notified by Denmark as investment support to cover 

part of the investment costs of the CHP plant to operate on biomass. 

(17) The aid is therefore individual aid outside GBER and will be granted through a 

granting decision of the Danish Energy Agency after Commission approval of the 

notified measure. The beneficiary of the aid will not be given a final confirmation 

of aid until such an approval is adopted. 

 Cumulation and transparency 2.6.

(18) Denmark does not exclude per se the possibility for the notified investment aid to 

be cumulated with operating aid on the basis of a future aid scheme supporting 

renewable electricity. If Denmark allows for such cumulation, Denmark 

                                                 
4
  For a plant of [115-135] MW capacity and with an average investment cost for a fossil fired 

industrial unit of 74,196 EUR/MW, See Annex 4-5 table A4-13 (page 21),  

http://ec.europa.eu/energy/en/content/final-report-ecofys. 
5
  Skærbæk in June 2014 and Avedøre unit 1 in March 2015. 

6
  Repealed by Act no. 1756 of 27 December 2016. 

7
  SA.40397. 

8
  OJ L 187/1, 26.06.2014. 

9
  Communication from the Commission – Guidelines on State aid for environmental protection and 

energy 2014-2020, OJ C 200 of 28.6.2014, p. 1. 

http://ec.europa.eu/energy/en/content/final-report-ecofys
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explained it will detail such cumulation in the notification of any such future 

operating aid scheme and committed to ensure compliance with State aid rules. 

(19) Denmark confirmed that they will comply with the transparency requirements set 

out in Section 3.2.7 of the EEAG.  

3. ASSESSMENT OF THE AID 

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

(20) Article 107(1) TFEU provides that "[s]ave as otherwise provided in th[e] Treaty, 

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 the internal market".  

(21) The notified measure will be granted to DONG Thermal for the financing of the 

conversion of one Asnæs Power cogeneration unit – consisting in the replacement 

of the existing coal-fired CHP plant (ASV2) by a new biomass fired CHP plant 

(ASV6) – which would not be possible without State intervention on the normal 

market. The Commission therefore concludes that the measure gives a selective 

advantage to DONG Thermal (beneficiary). The support is granted from the state 

resources and imputable to the State.  

(22) The producers of electricity compete with each other in an open market. 

Electricity can be sold and transported from one Member State to another. 

Therefore it is likely that the implementation of this public support will be liable to 

affect trade between Member States. 

(23) Therefore the notified measure constitutes State aid within the meaning of Article 

107(1) of the TFEU. 

 Legality of the aid measure 3.2.

(24) Denmark has fulfilled its obligation according to Article 108(3) of the TFEU by 

notifying the investment aid before putting it into effect.  

 Compatibility 3.3.

(25) The Commission has assessed the compatibility of the notified aid on the basis of 

Sections 3.2 and 3.3.1 of the EEAG. 

 Objective of common interest 3.4.

(26) Denmark confirmed that the aid financing the replacement of the coal-fired unit 

by the solid biomass fired unit will help to reduce CO2 emissions (see Table 1 

above). The measure therefore contributes to the achievement of the Union's 

climate and energy sustainability targets to be achieved by 2020 and further set 

out in the Framework 2030
10

 and the Danish long-term goal of a fossil-fuel-free 

Denmark by 2050. By supporting the investment in the construction of an 

installation fuelled by solid biomass, the notified aid will also contribute to 

                                                 
10

  See COMMUNICATION FROM THE COMMISSION A policy framework for climate and 

energy in the period from 2020 to 2030, COM/2014/015 final, European Council conclusions of 

23 October 2014. 
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achieving Danish renewable energy target by 2020 and further to its contribution 

towards Union's 27 % RES target. 

(27) The Commission therefore considers that the notified aid is clearly aimed at an 

objective of common interest in accordance with Article 107(3)(c) of the TFEU. 

 Need for State intervention and appropriateness of the aid 3.5.

(28) As stated in paragraph (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. In paragraph (116) of the EEAG, it is 

stated that the Commission presumes the appropriateness of the aid to allow 

Member States to achieve their renewable energy target.  

(29) In any event Denmark demonstrated that private undertakings do not have 

sufficient incentives to invest into biomass cogeneration without public support, 

as it would be more economical to construct a high efficient cogeneration plant 

running with fossil fuel as input. In this respect, Denmark stressed that building a 

heat only unit would be four times cheaper than building a cogeneration unit. 

Therefore, there exists a residual market failure for the construction of this type of 

installation as the greenhouse gas emission costs are not fully internalised.  

(30) Therefore, the Commission concludes that the individual investment aid is needed 

and can be considered an appropriate instrument. 

 Incentive effect 3.6.

(31) The incentive effect is present if the aid changes the beneficiary's behaviour 

towards reaching the objective of common interest, a change in behaviour which 

it would not undertake without the aid.  

(32) With reference to paragraphs (50) and (51) of the EEAG, the incentive effect is 

met when the aid application is made prior to starting works on the project. As 

DONG Thermal did not start the plant conversion project at the time of the 

application to the Danish government, this condition is met. The aid application 

contains details of the project and Denmark has verified the feasibility of the 

counterfactual. 

(33) In addition, paragraph (58) of the EEAG states that for individual aid the 

incentive effect is to be fully demonstrated showing that the behaviour of the 

beneficiary is changed by the aid.  

(34) In case the project does not get financial support in the form of a direct grant, the 

ASV6 will generate an IRR of [-5; 5] % (and a NPV of DKK […] million with a 

discount rate of 5.5 %). Denmark showed – on the basis of other similar projects 

carried out by DONG – that the expected IRR is in the range of [≥10] % and 

therefore it can be assumed that the biomass project would not be undertaken. 

With the aid, the ASV6 will generate an IRR of [3-13] % (and positive NPV of 

DKK […] million) which is sufficient to conduct the project).  

(35) Therefore, the aid brings an incentive to the beneficiary investing in a high-

efficiency biomass cogeneration project so as to reach the objective of common 

interest. 
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 Proportionality 3.7.

(36) Following Section 3.2.5.1 of the EEAG, aid is considered to be proportionate if it 

is limited to the minimum needed by the beneficiary to achieve the common 

objective.  

(37) With reference to paragraphs (71) and (83) of the EEAG, a simplified method is 

used to determine whether the aid does not exceed the maximum aid intensity, 

that is a given percentage of the eligible costs as defined in paragraphs (72) and 

(76) of the EEAG.  

(38) As presented in Table 2 above, the eligible costs amount to DKK 1 292 million. 

This method is in line with paragraph (73)(b) of the EEAG. The envisaged aid 

amount of DKK 422 million results in an aid intensity of 33 %. The maximum aid 

intensity set out in the EEAG is 45 %. The Commission therefore concludes that 

the project's aid intensity of 33 % respects the maximum aid intensity of 45 % 

determined in the EEAG. 

(39) With reference to paragraph (85) of the EEAG the Commission verified whether 

the aid amount increases the IRR beyond the normal rates of return applied by the 

undertaking. Denmark demonstrated (see recital (13)) that the ASV6 project with 

the aid included would result in an IRR of [3-13] %. 

(40) As presented in recital (14) the rates of return (IRR) for other bio-conversion 

projects conducted by DONG are no less than [≥10] % which is above the level 

achieved for the ASV6 project with the aid. 

(41) The IRR of [3-13] % as referred to in recital (13) is based on the project only 

including the notified investment aid and no operating aid. Denmark confirmed 

that while it did not exclude cumulation of aid in the future, any such cumulation 

would be notified to the Commission and would respect the State aid rules.  

(42) Therefore, the aid is not exceeding the level of aid needed for the project to go 

ahead and the Commission considers the aid proportional. 

 Distortion of competition and balancing test 3.8.

(43) According to paragraph (88) of the EEAG, the Commission considers that 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. 

(44) The Commission notes that the notified aid supports the replacement of an 

existing unit operating on fossil fuels by a new one operating on biomass and with 

higher efficiency. Absent the aid, the plant would have been operated by the 

beneficiary using fossil fuels (see description of the counterfactual scenario in 

recital (12)). The distortive effects of the aid are therefore more limited as it aims 

to have an envisaged fossil fuel replacement carried out in a less polluting and 

more efficient way by using biomass. 

(45) Furthermore, the market effects for district heating are in particular local since the 

district heating would only be delivered to the district heating system of 

Kalundborg. In addition, the Commission notes, in line with paragraph (98) of the 
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EEAG, that the negative impact of the aid is in principle softened if the aid is 

proportionate and limited to the extra investment costs.  

(46) The Commission also assessed the distortions resulting from the individual aid in 

line with Section 3.2.6.3 of the EEAG. 

(47) The new converted unit (ASV6) will provide three sources of energy: heat, steam 

and electricity. The project concerns the replacement of an existing unit which 

already provides similar energy output levels. The distortive effects on 

competition are the following: 

(a) All district heating companies (including Kalundborg Forsyning A/S) in 

Denmark are regulated by the Act on Heat Supply. The production of district 

heating in Denmark is based on a cost principle, which means the 

Kalundborg Forsyning is obliged to sell the district heating to the consumers 

for a price that covers all necessary costs related to production and 

distribution of heat on a non-profit basis. 

(b) On the process steam market, Dong Energy entered into an agreement with 

existing customers and following the conversion project the price for steam 

will end up being almost 90 % higher. DONG indicates that the new price 

level is also the direct cause of Statoil's exit from the collaboration.  

(c) On the electricity market, the future electricity generation capacity of ASV6 

will be comprised between 20 to 25 MWe where the existing generation 

capacity of the ASV2 plant is 142 MWe. DONG Energy is reducing its 

position on the electricity market and the ASV6 project mainly serves to 

operate on biomass instead of coal. 

(48) As explained in recital (8), Denmark expects the biomass consumption of the new 

ASV6 unit to be small compared to the overall European biomass consumption 

and the project will not cause undue distortion in the biomass market. 

Furthermore DONG will establish a diversified portfolio of suppliers from 

different regions (inter alia Denmark, Scandinavia, Baltic countries, southern 

Europe, over-seas) to be able to adapt based on volume and price. This total 

demand stemming from this project is therefore small in view of the overall 

biomass demand and the effects are spread over different geographical areas. 

(49) The Commission therefore concludes that the aid is not expected to lead to undue 

distortions in any market concerned by the Asnæs power plant cogeneration unit 

replacement in view of the objective that is to achieve the energy efficiency and 

renewable targets. 

 Transparency of aid 3.9.

(50) As mentioned in paragraph (19) above, Denmark has committed to comply with 

the transparency requirements set out in Section 3.2.7 of the EEAG. 

4. CONCLUSION 

The Commission has accordingly decided not to raise objections to the notified 

individual investment aid on the grounds that it is compatible with the internal market 

pursuant to Article 107(3) c) of the Treaty on the Functioning of the European Union 

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. 
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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

