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Subject: State Aid SA.50807 (2019/N) – Ireland 

Support Scheme for Renewable Heat 

Sir, 

 

1. PROCEDURE 

(1) Following pre-notification contacts, by electronic notification of 19 February 

2019, Ireland notified, pursuant to Article 108(3) of the Treaty on the Functioning 

of the European Union (TFEU), the above-mentioned scheme. In response to 

questions from the Commission of 1 March 2019, Ireland provided additional 

information on 4 March 2019.  

2. DETAILED DESCRIPTION OF THE AID 

2.1. Objective 

(2) The primary objective of Ireland's Support Scheme for Renewable Heat (the 

scheme) is to contribute to meeting Ireland's 2020 targets under the Renewable 

Energy Directive (2009/28/EC)1 while also reducing greenhouse gas emissions. 

                                                 
1 Directive 2009/28/EC 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. 
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The scheme is designed to increase the share of renewable energy in the heat 

sector by circa three percentage points but will be scaled according to available 

funding.  

2.2. National legal basis and granting authority 

(3) The national legal basis is Government Decision No. S180/20/10/1210A. The 

Sustainable Energy Authority of Ireland (SEAI) will administer the scheme. 

2.3. Beneficiaries 

(4) The scheme is open to commercial, industrial, agricultural, district heating and 

other non-domestic heat users, at sites not covered by the EU Emissions Trading 

System, that install and operate renewable heating systems based on a technology 

eligible for support, including high-efficiency combined heat and power (CHP) 

heating systems.  

(5) The scheme will support heat generation from two renewable technologies 

compatible with the definitions of renewable energy sources in points 19(5) and 

19(11) of the Guidelines on State aid for Environmental Protection and Energy 

2014-2020 (EEAG): 

(a) biomass; and 

(b) anaerobic digestion. 

(6) Food-based biofuels will not be eligible under the scheme.  

(7) The scheme is only open to new heating installations or installations that currently 

use a fossil fuel heating system and convert to using a biomass or anaerobic 

digestion heating system. It is only open to projects that commence the 

production of renewable heat after their applications for support under the scheme 

have been assessed and approved by the SEAI. 

(8) Eligible projects must apply for aid and aid will be granted on a first come first 

served basis until the budget is exhausted. 

(9) There are no minimum or maximum capacity limits for eligible projects, with the 

exception of district heating projects which are required to have a central heating 

source with a useful capacity of 70kW or higher. Ireland has confirmed that, 

should any individual projects under the scheme exceed the 250MW threshold in 

point 20(b) of the Guidelines on state aid for environment and energy 2014-2020 

(EEAG) they will be individually notified to the Commission for assessment 

before benefitting from any aid under the scheme.  

2.4. Form of aid 

(10) The scheme involves operating aid (tariffs paid per metered unit of useful 

renewable heat output) for the installation and operation of renewable heat 

systems. 

(11) Ireland has also introduced a separate scheme involving investment aid (one-off 

grants) for the installation of renewable heat systems  under the General Block 
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Exemption Regulation (GBER). Information is available in the State aid register 

under reference number SA.52187. 

(12) Projects benefitting from tariffs will be entitled to receive support for a maximum 

of 15 years from the date on which they enter operation. Tariff levels will not be 

indexed to inflation and an individual project's payments will generally be at a 

fixed rate for the 15 years over which they are eligible to receive support under 

the scheme. However, adjustments may be applied where windfall gains are 

identified. 

2.5. Support levels 

(13) External consultants were engaged to advise on the tariff rates.2 The tariff rates 

have been calculated by reference to an alternative natural gas counterfactual and 

are designed to bridge the cost-difference gap between this counterfactual and the 

supported renewable alternative.  

(14) The target average rate of return for all projects/technologies is 8% pre-tax real. 

This is the average based on analysis of various different building types in which 

heat projects may be installed.3  

(15) The tariffs set the amount of support that a scheme participant will receive in 

respect of each metered unit of heat energy used for an eligible purpose. The 

participant will receive a payment according to the tariff (c/kWh) for tier 1 for 

metered output of useful heat up to the first threshold value; metered output 

greater than that threshold will be paid at a lower tariff level up to the tier 2 

threshold, and so on for higher tiers. Applicable tariffs will be published online. 

Figure 1: Example tariffs and tier values 

Tier Lower 

limit 

(MWh/yr) 

Upper limit 

(MWh/yr) 

Biomass 

heating systems 

tariff (c/kWh) 

Anaerobic digestion 

heating systems tariff 

(c/kWh) 

1 0 300 5.66 2.95 

2 300 1,000 3.02 2.95 

3 1,000 2,400 0.5 0.5 

4 2,400 10,000 0.5 0 

5 10,000 50,000 0.37 0 

6 50,000 NA 0 0 

Source: Irish authorities 

                                                 
2  Frontier Economics, Economic Analysis for the Renewable Heat Incentive for Ireland, December 2017 

3  Full details of the tariff methodology are set out in Section 4 of Economic analysis for the Renewable 

Heat Incentive for Ireland (available here) and for Anaerobic Digestion in the Renewable Gas 

Interface Report (available here). 

https://www.dccae.gov.ie/documents/Economic%20analysis%20for%20the%20RHI%20in%20Ireland.pdf
https://www.seai.ie/resources/publications/Tab-F-Renewable-Gas-Interface-Report-(Jan-2017).pdf
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(16) Each project benefitting from operating aid will also be subject to a 'project 

budget cap' set by the SEAI: an upper limit on the level of payment that can be 

provided to each project in any one year. The cap will be based on the expected 

heat demand and maximum running hours of the project, and may also provide 

for additional factors such as annual variation and approved eligible growth in 

heat output.  

(17) As part of the calculation of costs, an allowance for ‘hidden costs’ is included. 

This aims to represent the cost of installing fuel storage and managing fuel 

deliveries which is an additional cost for biomass compared to gas. 

(18) The cost calculations also include an allowance aiming to compensate investors 

for the costs of moving from a 5 year old gas boiler (an investment that has not 

yet been amortised) to a new renewable heat system. This aims to incentivise 

investors to move to a renewable system as soon as possible rather than waiting 

for the end of their existing gas installations lifetime.   

2.6. Budget and duration 

(19) The scheme will be financed from the general State budget. The total cost of the 

scheme is expected to be EUR 360m.  

(20) No applications for aid under the scheme will be approved until State aid 

approval has been granted. 

(21) The latest date on which aid can be granted under the scheme is 1 December 

2025. Payments can be made to beneficiaries under the scheme until 1 December 

2040. 

2.7. Scheme administration and review 

(22) The SEAI will be responsible for the operation of the scheme, including the 

evaluation and processing of applications, making payments to beneficiaries, and 

producing and maintaining the detailed terms and conditions for participants in 

the scheme. 

(23) Tariff levels will be reviewed on at least an annual basis. These tariff views may 

remove or change the tariff levels for future projects, but will not affect the tariffs 

applicable to already approved projects. 

(24) Periodic reviews will be carried out to ensure projects that are already approved, 

operating and receiving support are not benefitting from windfall gains as a result 

of significant changes in market conditions – eg. a significant drop in biomass 

costs.  

2.8. Interaction with other schemes (cumulation) 

(25) Individual projects can only benefit from either an investment grant in scheme 

SA.52187 or an operating tariff in the scheme subject to this decision. 

Beneficiaries of this scheme will not be eligible to benefit from any other existing 

aid measures for the costs of renewable heat production. 
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3. ASSESSMENT OF THE AID 

3.1. Existence of aid 

(26) 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 

the common market’. 

(27) The support for renewable heat technologies under the scheme is funded from the 

general State budget and therefore it is granted by the State and it involves State 

resources. The scheme is selective, since it only applies to certain technologies for 

heat production (biomass and anaerobic digestion), as opposed to conventional or 

other renewable heat production technologies. The advantage provided by the 

tariffs would normally not be available under normal market conditions. As the 

beneficiaries include undertakings involved in intra-EU trade, it threatens to 

distort competition and affect trade between Member States. 

(28) The Commission therefore concludes that the notified scheme does involve State 

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

3.2. Legality of aid 

(29) By notifying the aid scheme before its implementation, the Irish authorities have 

fulfilled their obligation under Article 108(3) TFEU. 

3.3. Compatibility assessment 

 Applicable rules 

(30) The Irish renewable heat support scheme aims to promote the generation of heat 

from renewable sources. Consequently this aid scheme falls within the scope of 

the Guidelines on state aid for energy and environment 2014-2020 (EEAG)4
 as 

corrected by the corrigendum adopted by the Commission5.   

(31) The Commission has assessed the scheme on the basis of the general 

compatibility provisions in Section 3.2 and the specific compatibility criteria for 

aid to energy from renewable sources in Section 3.3, in particular operating aid 

for energy from renewable sources other than electricity in Section 3.3.2.2. of the 

EEAG. 

Objective of common interest 

(32) As explained in recital 2, the  aim  of  the  notified  scheme  is  to  increase the 

energy generated from renewable sources in the heat sector by 3 percentage 

points and help  Ireland achieve  the  renewable  energy  targets set by the EU as 

part of its 2020 strategy. 

                                                 
4 OJ C 200, 28.06.2014, p. 1.   

5 OJ C 290 of 10.8.2016, p.11   
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(33) The  Commission  considers  that  the  notified  scheme  is  clearly  aimed  at  an  

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

Need for state aid and appropriate instrument  

(34) According to 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. 

(35) According to point 107 of the EEAG, under certain conditions State aid can be an 

appropriate instrument to contribute to the achievement of the EU objectives and 

related national targets. 

(36) Point 116 of the EEAG states that, 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. 

(37) EEAG point 108 recalls that the Guidelines should prepare the ground for 

achieving Union environmental objectives beyond 2030. Directive (EU) 

2018/2001 establishes a binding renewable energy target for the EU for 2030 of 

32%.6 The Commission therefore interprets EEAG points 107 and 116 as 

applying not only to the achievement of the EU’s 2020 targets for renewable 

energy but also to the new 2030 target. 

(38) Point 113 of the EEAG states that operating aid cannot be granted for new 

installations generating energy from food-based biofuels. Food-based biofuels are 

not eligible for support under the notified scheme. 

(39) Point 118 of the EEAG recalls the requirements of Directive 2008/98/EC of the 

European Parliament and of the Council of 19 November 2008 on waste and 

repealing certain Directives (Waste Framework Directive).7 Ireland has confirmed 

that this scheme will respect the waste hierarchy, with regard to support provided 

under the notified scheme to installations using waste. The terms and conditions 

of the scheme will include sustainability criteria limiting the amount of waste that 

can be used in installations under the scheme. 

(40) The aid is given in the form of a c/kWh tariff, with the level set depending on the 

technology used. Ireland has explained that paying operating aid for the 

beneficiaries ensures they have incentives to maintain and reliably operate the 

supported facilities throughout their lifetime.  

(41) In view of the above and given that the other relevant conditions of the EEAG are 

complied with, the Commission considers that the aid is necessary and that the 

scheme is an appropriate instrument to address the objective of common interest. 

 

 

                                                 
6  OJ L 328, 21.12.2018, p. 82–209 

7  OJ L 312, 22.11.2008, p. 3 
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Incentive effect  

(42) In line with point 49 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 operating tariffs are set to compensate the difference between renewable 

technologies and the fossil fuel counterfactual. The Irish authorities have 

explained that applicants would not in any case invest in renewable energies 

without support, as they are more expensive. 

(44) Ireland has confirmed that aid will only be granted to beneficiaries that submit an 

application for aid before starting work on their projects. This satisfies the 

requirements of EEAG point 50. Ireland has also confirmed that scheme 

application forms will comply with paragraph 51 of the EEAG.  

(45) The Commission therefore concludes that the aid to be granted under the scheme 

will have an incentive 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) EEAG point 131 specifies four cumulative conditions that operating aid for 

energy from heat needs to meet to be considered compatible with the internal 

market:  

(a) the aid per unit of energy does not exceed the difference between the total 
levelised costs of producing energy (‘LCOE’) from the particular technology in 

question and the market price of the form of energy concerned; 

(48) There is no relevant market price for heat, since Ireland has explained that in 

Ireland approximately 99% of heat is generated on site by its consumers.  District 

heating accounts for less than 1% of the heat sector.  This is an unregulated sector 

comprising small schemes and thus no price information is available. Therefore, 

the relevant comparison is between the renewable and conventional heat 

production prices. 

(49) As explained in recital 13, the operating aid tariff rates will be calculated by 

Ireland to cover the cost difference between heat generated from the eligible 

renewable technologies and heat generated from gas (the fossil fuel 

counterfactual).  

(50) As explained in recital 17, the LCOE calculations will include an allowance for 

hidden costs. The Commission considers that this is reasonable as it represents 

particular additional costs of investment in biomass compared to investment in 

gas-fired heating (the costs of fuel storage and managing fuel deliveries). 

(51) As explained in recital 18, the LCOE calculations will include an allowance 

aimed at incentivising the early adoption of renewable heating systems ‘5 year 

turnover allowance’. Ireland has explained that, in cases where an investor is 
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replacing an old gas boiler, this aspect of the calculations will lead to higher than 

average rates of return. Ireland however justified this aspect on the grounds that: 

(a) To achieve the objective of a three percentage point increase in renewable 

heat generated in Ireland, the scheme needs to encourage rapid uptake. 

Waiting for existing boilers to reach the end of their operating life would 

mean the scheme would not achieve its objectives.  

(b) Even in cases where there is an old gas boiler the rate of return remains 

proportionate. In the worst case scenario, tier 1 sites (with relatively low 

annual heat output) would expect to receive 13% IRR (rather than 8% if 

there was no 5 year turnover allowance). Tier 5 sites would be expected to 

receive 10% IRR (rather than 7% if there was no 5 year turnover 

allowance). 

(c) Although Ireland examined the possibility of developing a more complex 

tariff structure that would differentiate between projects based on the age 

of the existing heating system, this would not be feasible because: 

– Age is not the only factor determining the remaining life of an 

existing heat installation – this also depends on its historic running 

hours and maintenance schedule. Requiring information on these 

aspects would add significant complexity to the scheme and be 

difficult for the scheme administrator to validate. 

– The additional uncertainty and complexity introduced by such a 

system would present an administrative burden for participants, 

increasing their costs and reducing uptake. It would also increase 

participants’ financing costs due to the additional uncertainty 

introduced by an evaluation process for establishing the applicable 

tariff. 

– Adding complexity to the basic tariff structure would also 

complicate the annual and windfall reviews. 

(52) The Commission acknowledges the complexity that any differentiation of tariff 

levels would introduce and the importance of keeping the scheme relatively 

simple if participation of the smaller sites targeted by the scheme is to be ensured 

and the scheme is to meet its objectives. The Commission also notes that the 

worst case scenario IRRs in this case are still close to the average rates of return 

accepted in previous decisions on heat schemes (see recital 56), and notes that 

there are important safeguards built into the scheme to reduce the risk of 

overcompensation – in particular the tariff reviews, potential windfall reviews, 

and project budget caps. Ireland has also committed to regularly review the age 

profile of heating systems being replaced under the scheme, and if such a review 

indicates that take-up is skewed towards the replacement of older systems, the 

tariffs will be adjusted accordingly to prevent overcompensation. 

(53) With regard to the participation of CHP plants, Ireland has explained that the 

tariffs for the heat output from these installations are the same as the tariffs 

available to non-CHP heating systems. Ireland has explained that, when potential 

electricity sales revenues are taken into account, CHP beneficiaries would be 

expected to make a lower rate of return than non-CHP beneficiaries. 
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(54) The Commission therefore considers that the aid per unit of energy does not 

exceed the difference between the LCOE from the eligible renewable 

technologies and the cost of producing heat from a conventional source (gas). 

(b) the LCOE may include a normal return on capital. Investment aid is deducted 

from the total investment amount in calculating the LCOE; 

 

(55) The pre-tax real internal rate of return (IRR) that participants can expect to gain 

from the scheme payments on average is set to 8%.  

(56) Economic analysis commissioned by Ireland identified a range of required rates 

of return for the eligible renewable heating technologies. For example, Ireland 

explained that the cost of equity for a biomass boiler in the Irish hotel sector 

ranges from 6.9 to 12.8%. Ireland consulted publicly on targeting a 6%, 8% or 

12% rate of return for the scheme. Respondents – mainly potential beneficiaries – 

indicated a preference for 12% but Ireland explained that it considers the 8% 

return to be the most suitable for encouraging deployment while minimising 

costs. Ireland explained that the 12% return accepted as being proportionate by 

the Commission in its decisions on the UK’s British and Northern Irish heat 

schemes is higher than should now be required in Ireland given investors’ 

increasing confidence using biomass heating technology and the reduction in the 

cost of finance since the UK schemes were originally designed.8  

(57) The Commission notes that no investment aid can be cumulated with the 

operational aid, and that no aid is allowed to compensate for the same eligible 

costs. 

(58) Based on the information and explanations provided by Ireland, the Commission 

considers that the target average 8% pre-tax real IRR can be considered 

reasonable, and a normal return on capital.   

(c) the production costs are updated regularly, at least every year 

 

(59) The tariffs for the operational aid will be reviewed on at least an annual basis to 

take account of uptake, variations in costs and any other factors deemed 

appropriate. This review can lead to changes in tariff levels and the removal of 

tariffs for specific technologies.  

(60) Ireland will also undertake reviews if there are significant changes that could 

affect the proportionality of the aid granted through the tariffs – for example 

because biomass prices reduce significantly. These windfall reviews would adjust 

a tariff for affected existing beneficiaries for the remainder of their contract 

duration. 

                                                 
8  The British scheme was originally approved in the decision in case SA.32125 (2011/N). Links to the 

decision in this case and other decisions on the scheme are available here: 

http://ec.europa.eu/competition/elojade/isef/case_details.cfm?proc_code=3_SA_37562  

The Northern Irish scheme was originally approved in the decision in case SA.34140 (2012/N). The 

decision and links to subsequent decisions on the scheme are available here: 

http://ec.europa.eu/competition/elojade/isef/case_details.cfm?proc_code=3_SA_34140  

http://ec.europa.eu/competition/elojade/isef/case_details.cfm?proc_code=3_SA_37562
http://ec.europa.eu/competition/elojade/isef/case_details.cfm?proc_code=3_SA_34140
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(61) The Commission therefore concludes that the production costs will be updated 

regularly and at least every year. 

(d) aid is only granted until the plant has been fully depreciated according to 

normal accounting rules in order to avoid that operating aid based on LCOE 

exceeds the depreciation of the investment. 

 

(62) The Commission notes that payments are limited to 15 years from the date on 

which the awarded projects enter operation. The Commission also notes that, in 

one example calculation for a biomass project provided by Ireland, the initial 

investment costs are depreciated after 11.2 years. EEAG point 132 explains that 

biomass may have higher ongoing operating costs than other renewable 

technologies and than a fossil fuel counterfactual, and therefore that operating aid 

for biomass may be allowable beyond the point in time when the investment costs 

were depreciated. Ireland has explained that the price of gas is lower than biomass 

for much of the envisaged contract duration and that the non-fuel annual 

operating costs of a biomass boiler are approximately four times higher than the 

gas alternative.  

(63) Ireland has confirmed that scheme beneficiaries will not receive any ongoing 

operating aid beyond the lifetime of the initial 15 year contracts. 

(64) The Commission considers that the 15 year contract duration is proportionate and 

that, even if biomass projects may be depreciated before the end of the 15 year 

contract period, the contract length is appropriate given the anticipated higher 

operating costs for biomass projects compared to other renewables and to a fossil 

fuel counterfactual. This consideration is supported by EEAG point 132. The 15 

year contract provides an incentive for investment in the biomass heat systems 

and their operation over the 15 year term, and the tariffs have been calculated to 

ensure an appropriate IRR over the contract period. Ireland will undertake 

reviews where necessary including where fuel prices change significantly, to 

ensure the scheme remains proportionate. For non-biomass projects the support is 

considered proportionate until the investment costs are depreciated. Based on the 

above, the Commission considers that the aid granted under the notified scheme is 

proportionate. 
 

Cumulation 

(65) As explained in recital 25, beneficiaries of this scheme will not be eligible to 

benefit from any other existing aid measures for the costs of renewable heat 

production. 

Distortion of competition and balancing test  

(66) EEAG point 88 recalls that for aid to be found compatible with the internal 

market, the negative effects of the scheme 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.  

(67) EEAG point 90 explains that the Commission considers that aid for 

environmental purposes will by its very nature tend to favour environmentally 

friendly products and technologies at the expense of other, more polluting ones. 

Moreover, the effect of the aid will in principle not be viewed as an undue 
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distortion of competition since it is inherently linked to its very objective. The 

Commission should consider the potential distortive effects of the scheme on 

competitors of the beneficiary operating in the same market for environmentally 

friendly products. 

(68) The aid under the scheme aims to compensate for the additional costs of the 

renewable heat equipment compared to fossil fuel alternatives. Therefore, the 

scheme is not expected to impact on the competitiveness of firms operating heat 

projects that benefit from the scheme relative to other firms that operate in the 

same market and choose to generate heat using fossil fuels. 

(69) Thanks to the scheme, firms operating in the renewable heat sector 

(manufacturers, installers, maintenance providers, fuel providers) will improve 

their market position relative to the counterfactual of no renewables support. 

Ireland expects that support will help develop an immature market, promoting 

economies of scale and technological advance, which will drive manufacturing 

and supply chain costs downwards in the long term. The Commission considers 

that this is a positive development justified by the scheme’s environmental 

objective. 

(70) Point 116 of the EEAG states that, to allow Member States to achieve their targets 

in line with EU objectives, the Commission presumes that the aid has limited 

distortive effects, provided all other conditions are met.  

(71) In view of the above and considering that all other EEAG assessment conditions 

are met, the Commission considers that the scheme will not have undue distortive 

effects on competition and trade and that the overall balance is positive. 

Consequently, the Commission concludes that the distortion of competition 

caused by the scheme under assessment is limited. 

Transparency 

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

the aid granted by publishing certain information on a comprehensive State aid 

website. In line with point 106 EEAG, Member States are requested to comply 

with this obligation as of 1 July 2016. The Irish authorities have confirmed that 

the transparency requirements set out in points 104-106 EEAG will be complied 

with in relation to the scheme.  

Conclusion on compatibility  

(73) In  light  of  the above  assessment,  the  Commission  considers  that  the 

assessed aid scheme is in line with the relevant provisions of the EEAG and 

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

the  distortion  of  competition  are  limited,  and  therefore  the  aid  is  

compatible  with the internal market on the basis of Article 107(3)(c) TFEU. 

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 

Treaty on the Functioning of the European Union. 
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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

