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Subject: State Aid SA.43756 (2015/N) – Italy 

Support to electricity from renewable sources in Italy. 

Sir, 

1. PROCEDURE 

(1) Pursuant to Article 108(3) of the Treaty on the Functioning of the European 

Union (hereinafter referred to as TFEU), Italy notified a scheme for financing 

renewable energy technologies. Following pre-notification contacts, the 

application was submitted electronically on 2 December 2015. The Commission 

requested additional information on 1 February 2016, to which Italy replied on 17 

March 2016. 

2. DESCRIPTION OF THE MEASURE 

2.1. Background and objectives of the scheme 

(2) The notified scheme aims at promoting electricity production from renewable 

energy sources. The measure will help Italy reaching the European renewable 

energy targets. The scheme is open to all renewable energy sources except for 

solar photovoltaic (PV) energy. According to the Italian authorities, PV plants for 

auto-consumption are now economically viable without incentives. Significant 

deployment took place in recent years without government incentives (up to 
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450 MW in 2014). Therefore, Italy estimates that, at this stage and in the frame of 

the notified scheme, State aid is not needed to promote penetration of PV. 

(3) With the aim of reforming the national support scheme for renewable energy in 

line with the provisions in the Guidelines on State aid for Environmental 

protection and Energy 2014-2020 (EEAG)
1
, Italy notified a transitory scheme 

covering 2015 and 2016. The expected effect of the measure is to promote 

deployment of approximately 1300 MW of renewable energy. Italy estimates that 

the scheme will save between 2.2 million tonnes of CO2 and 2.5 million tonnes of 

CO2 per year. 

(4) Italy notified to the Commission a draft ministerial decree containing the 

implementing provision of the scheme. The decree will be formally adopted 

following a no-objection decision of the Commission.  

2.2. The scheme 

(5) The proposed measure supports plants for generating electricity from renewable 

energy sources. Beneficiaries are divided in three categories depending on the 

plant power: new large generators (i.e., with installed capacity greater than 

5 MW), new middle size generators (e.g., with installed capacity between 

500 kW2 and 5 MW this category also includes repowering of generators of any 

size) and smaller generators (i.e., with installed capacity no larger than 500 kW). 

2.2.1. New large generators 

(6) Tenders specific for each technology are organised for new installations with 

nominal power above 5 MW. Tenders are transparent and aid is awarded to the 

projects requesting the lowest support. The beneficiaries selected by the tenders 

receive support in the form of a variable premium on top of the electricity market 

price. The variable premium compensates for the difference between the tender 

price and the reference electricity market price (defined as the day-ahead hourly 

zonal price). 

2.2.2. New medium size generators and repowering 

(7) New installations smaller than 5 MW can access priority lists specific for each 

technology. The projects on the lists will be prioritised on the basis of technology-

specific criteria. Lists are also available for repowering of installations of any 

size. The projects included in the lists receive support in the form of a variable 

premium on top of the electricity reference market price. The variable premium is 

set at the level sufficient to compensate for the difference between the total 

levelised costs of electricity (LCOE) from the relevant technology in question and 

the reference electricity market price. Table 1 shows the basis tariff, 𝐼0, 

(calculated based on estimates of the average LCOE, including a fair return on 

                                                 
1
  OJ C 200 of 28.06.2014. 

2
  The exact power threshold depends on the technology considered (e.g., 60 kW for wind and ocean 

energy, 250 kW for hydropower and concentrated solar power), but will, in any case, be lower 

than 500 kW. 
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investment
3
) used to determine the variable premium for different technologies 

and for different plant nominal capacities. 

Table 1: Estimated current LCOE and indicative average lifetime of RES 

installations (source: Italian authorities). 

Technology 

type  
Technology sub-type  

Power (P) 

Indicative 

average 

lifetime 

𝑰𝟎 (LCOE 

including 

return on 

investment) 

kW years €/MWh 

Wind power 

On-shore 

1<P≤20 20 250 

20<P≤60 20 190 

60<P≤200 20 160 

200<P≤1000 20 140 

1000<P≤5000 20 130 

P>5000
4
 20 110 

Off-shore  
1<P≤5000 - - 

P>5000 25 165 

Hydropower
5
 

Run-of-river 

1<P≤250 20 210 

250<P≤500 20 195 

500<P≤1000 20 150 

1000<P≤5000 25 125 

P>5000 30 90 

With storage 
1<P≤5000 25 101 

P>5000 30 90 

Ocean energy (including tidal and wave energy) 
1<P≤5000 15 300 

P>5000 - - 

Geothermal energy 

1<P≤1000 20 134 

1000<P≤5000 25 98 

P>5000 25 84 

Landfill gas 

1<P≤1000 20 99 

1000<P≤5000 20 94 

P>5000 - - 

Sewage gas 

1<P≤1000 20 111 

1000<P≤5000 20 88 

P>5000 - - 

Biogas 

From organic feedstock
6
  

1<P≤300 20 170 

300<P≤600 20 140 

600<P≤1000 20 20 

1000<P≤5000 20 97 

P>5000 - - 

From organic by-products
7
 and 

biodegradable waste 

1<P≤300 20 233 

300<P≤600 20 180 

600<P≤1000 20 160 

1000<P≤5000 20 112 

P>5000 - - 

                                                 
3
  See Table 4 below. 

4
  This tariff is available for re-powering of existing plants as described in recital (8) below. New 

plants larger than 5 MW will participate in tenders. 
5
  Only projects certified by the authority competent to grant concession (after a procedure involving 

the approval of the relevant River Basin authority) that do not compromise reaching the 

environmental objectives of the water body are eligible for aid. 
6
  Only products respecting the principle of cascade use of biomass (as specified in the notified draft 

decree). 
7
  Only the feedstock that does not have negative impact on food production (as detailed in the 

notified draft ministerial decree containing the implementing regulation for the scheme). Typically 

includes industrial and agricultural by-products. 
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Technology 

type  
Technology sub-type  

Power (P) 

Indicative 

average 

lifetime 

𝑰𝟎 (LCOE 

including 

return on 

investment) 

kW years €/MWh 

Biomass 

From organic feedstock (see footnote6) 

1<P≤300 20 210 

300<P≤1000 20 150 

1000<P≤5000 20 115 

P>5000 - - 

From organic by-products (see footnote 7)  

From biodegradable waste streams that 

cannot be used for biogas or compost 

production 

1<P≤300 20 246 

300<P≤1000 20 185 

1000<P≤5000 20 140 

P>5000 20 100 

From the biodegradable fraction of the 

residual waste generated in mechanical 

biological treatment and/or in recycling 

processes concerning municipal waste
8
 

1<P≤5000 - - 

P>5000 20 119 

Sustainable biofuels 
1<P≤5000 20 60 

P>5000 - - 

Concentrated solar power 

1<P≤250 25 324 

250<P≤5000 25 296 

P>5000 25 291 

 

(8) Specific priority lists are created for repowering of existing installations of any 

size. In the case of repowering, the premium is obtained applying the following 

formula: 

𝐼 = 𝐼𝑁𝑒𝑤 × 𝐷 

where 𝐼𝑁𝑒𝑤 is the premium received by a new installation with similar 

characteristics (determined based on the formula in recital (10) and the data in 

Table 1) and 𝐷 is the re-powering coefficient. The re-powering coefficient is 

calculated taking into account the project-specific investment costs. In general, it 

is 𝐷 ≤
𝐶𝑠

𝐶𝑟
 where 𝐶𝑠 are the project-specific investment costs and 𝐶𝑟 the average 

technology investment costs. 𝐷 can exceed the 
𝐶𝑠

𝐶𝑟
 ratio for biomass projects in 

order to account for the fact that also operating costs are included in the 

calculation of the premium for biomass plants. In any case it is always: 𝐷 ≤ 0.9. 

Table 2 shows the estimated average investment costs for different technologies 

and for different plant nominal powers. 

Table 2: Current average investment costs (source: Italian authorities). 

Technology type Technology subtype 
Power (P) 

Average 

investments 

costs, Cr 

kW EUR/kW 

Wind power Onshore  

1<P≤20 3.300 

20<P≤200 2.700 

200<P≤1000 1.600 

                                                 
8
  Italy confirms that mixed municipal waste that didn't undergo recycling treatment is not eligible 

for subsidy. 
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Technology type Technology subtype 
Power (P) 

Average 

investments 

costs, Cr 

kW EUR/kW 

1000<P≤5000 1.350 

P>5000 1.225 

Offshore 1<P≤5000   - 

Hydropower 

Run-of-river 

1<P≤20 4.500 

20<P≤500 4.000 

500<P≤1000 3.600 

1000<P≤5000 2.800 

P>5000 2700 

With storage 
1<P≤5000 2.300 

P>5000 2200 

Geothermal energy 

1<P≤1000 5.500 

1000<P≤5000 3.600 

P>5000 3.000 

Landfill gas 
1<P≤1000 2.500 

1000<P≤5000 2.375 

Sewage gas 
1<P≤1000 3.900 

1000<P≤5000 3.000 

Biogas 

From organic feedstock  1<P≤300 5.500 

300<P≤1000 4.000 

1000<P≤5000 3.000 

From organic by-products and 

biodegradable waste 
1<P≤300 5.700 

300<P≤1000 4.300 

1000<P≤5000 3.000 

From biodegradable municipal waste 

after recycling 
1<P≤1000 6.100 

1000<P≤5000 4.000 

P>5000 3.600 

Biomass 

From organic feedstock 1<P≤1000 4.500 

1000<P≤5000 3.700 

P>5000 3.000 

From organic by-products and 

biodegradable waste that cannot be used 

for biogas or compost production 

1<P≤1000 4.500 

1000<P≤5000 4.000 

P>5000 3.500 

Urban biodegradable wastes (as defined 

by applicable Italian laws) 
1<P≤5000 6.500 

P>5000 6.200 

Sustainable biofuels 1<P≤5000 1.200 

Concentrated solar power 

1<P≤250 8.000 

250<P≤5000 5.000 

P>5000 6.000 
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2.2.3. Small size generators 

(9) Generators with installed capacity smaller than 500 kW will have direct access to 

the aid upon request and can be remunerated with a feed-in tariff. The feed-in 

tariff is calculated starting from the average levelised generation costs shown in 

Table 1 with the addition of other incentives for, e.g., innovative technologies 

(aimed at compensating for higher costs, as defined in the notified draft decree). 

These installations receive a feed-in tariff from the competent authority (Gestore 

dei Servizi Energetici), which resells electricity on the market, until the 

installation is fully depreciated according to normal accounting rules. 

2.2.4. Common features of the scheme 

(10) For both large (greater than 5 MW) and medium-size (below 5 MW, including 

repowering of existing generators) installations, the variable premium, 𝐼, in 

EUR/MWh is calculated according to the formula: 

𝐼 = 𝐼0+𝐼𝑟−𝑃𝑒 

where 𝐼𝑟 represents other possible incentives needed to compensate for the higher 

cost of innovative technologies (as defined in the notified draft decree law 

containing the implementing regulation for the scheme) and 𝑃𝑒 is the hourly zonal 

electricity spot price. In case aid is granted via a tender, 𝐼0 is the bidding price. In 

case of aid granted trough the priority lists, 𝐼0 is the basis tariff shown in Table 1. 

(11) If the electricity price, 𝑃𝑒, is higher than the bidding price (for tendered projects) 

or basis tariff (for priority list projects) plus other incentives (i.e., 𝐼0 + 𝐼𝑟) in order 

to maintain unchanged the total remuneration for generators, the premium 

calculated with the formula in recital (10) becomes negative and it is deducted 

from future payments for projects on the priority lists. For projects selected with 

tenders, the premium is set to zero. 

(12) For both projects selected through tenders and projects with access to the priority 

lists, aid will be paid for a period corresponding to the indicative average lifetime 

shown in Table 1, that is to say until the installation is fully depreciated according 

to normal accounting rules. 

(13) Generators benefitting from the measure except small generators are subject to 

standard balancing responsibilities as determined by the Authority for electricity, 

gas and water. They are responsible for selling electricity on the market. Payment 

of the premium is suspended in case the reference electricity market price falls at 

or below zero9 for more than 6 hours. The period during which the aid is 

suspended is not taken into account to compute the duration of the aid. As a 

consequence, the end date of the aid will be postponed in case of suspension so 

that the total support period remains unchanged. 

                                                 
9
  In the Italian market, electricity price cannot become negative and price is currently capped at 

zero. However, negative prices might be introduced in the future. 
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(14) Where waste is used to produce energy, support will only be given to the use of 

biodegradable waste
10

 in line with the waste hierarchy (see details in Table 1). 

(15) The scheme's implementing regulation defines the crops and plants that can be 

used for producing electricity without interfering with other possible uses. 

Similarly, the notified draft decree specifies the by-products for which there is no 

other use and can be used for energy production. 

(16) A partial exception is made for olive pomace. Olive pomace can be used in 

industrial processes other than electricity production. However, according to the 

information submitted by Italy, it is not economically feasible to transport olive 

pomace over long distances. Industrial facilities to process olive pomace are not 

available in some parts of Italy and the unused by-product is sent to landfill. To 

remedy this situation, under the proposed measure, it is allowed to use olive 

pomace for energy production if the feedstock comes from oil mills located more 

than 70 km away from an olive pomace treating facility. This distance is 

considered to be approximately the catchment radius within which olive pomace 

can be economically transported
11

. 

(17) Hydropower generators operating under a concession to use water from a water 

body are eligible for aid under the condition that the plant and its operation does 

not compromise reaching the environmental objectives of the water body as 

indicated in the applicable River Basin Management Plan. This condition must be 

certified by the competent authority after a procedure involving the approval of 

the relevant River Basin authority. 

2.3. Beneficiaries 

(18) Table 3 shows the expected (in case of large projects selected by tenders and 

small project with direct access to the aid) and maximum (for projects on the 

priority lists) deployment per technology.  

Table 3: Expected maximum deployment for different technologies. 

 

Expected deployment power [MW] 

 

Direct 

access 

Priority 

lists 

Re-

powering 

lists 

Tenders 

Wind on-shore 7 60 40 800 

Wind off-shore - - - 30 

Hydropower 2 80 30 - 

Geothermal energy - 30 20 20 

Biomass and biogas,landfill and 

sewage gas and sustainable biofuels 
4 90 - - 

Organic waste and the urban organic 

wastes 
- - - 50 

                                                 
10

  Italy confirms that aid will be granted only for the biodegradable fraction of waste. Moreover, 

Italy confirms that mixed municipal waste that did not undergo recycling treatment is not eligible 

for subsidy. 
11

  See for example the report " Verifica e piano di fattibilità per la realizzazione di una filiera agro 

energetica attraverso il recupero delle sanse" from the National oil producers association Unapol. 
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Expected deployment power [MW] 

 

Direct 

access 

Priority 

lists 

Re-

powering 

lists 

Tenders 

Ocean energy - 6 - - 

Concentrated solar power - 20 - 100 

Total 13 266 90 1000 

 

(19) Italy estimates that the new measure will support approximately 1300 MW of new 

generation. 

(20) For projects on the priority lists and for smaller installations, the tariffs shown in 

Table 1 were calculated taking into account the average investment costs in Table 

2 in order to guarantee a rate of return allowing private undertakings to invest in 

renewable energy. An example of the calculations for selected technologies is 

shown in Table 4. Italy estimates the average rate of return in the range between 

5% and 9% depending on technology and plant size. 

Table 4: Net Present Value (NPV) and Internal Rate of Return (IRR) 

 for selected renewable energy plants. 

 

2.4. Financing, budget and duration 

(21) The scheme is notified until 31 December 2016. 

(22) Support will be granted to individual projects for a period equal to the average 

project lifetime shown in Table 1. This period does not exceed the projects' 

depreciation period as defined in the Italian legislation. 

(23) The scheme will be financed by a levy on electricity consumption proportional to 

electricity use. The cost of the scheme is estimated at 300 million EUR per year. 

2.5. Reporting, Transparency and Cumulation 

(24) Italy will ensure that detailed records regarding all measures involving the 

granting of aid are maintained. These records will be kept for the duration of the 

Wind power
Hydopower run-

of-river
Geothermal

Power MW 0.8 0.6 20

Capacity factor % 18% 37% 68%

Energy produced per year MWh/anno 1,283                     1,936                      120,007                           

Useful life anni 20 20 25

Discount rate % 5% 5% 5%

Specific investment costs €/KW 1996 4400 4200

specific O&M costs €/KW 42 114 138

Fuel costs €/t -                         -                           -                                    

Levelised capital costs €/MWh 100                        109                          50                                      

Levelised O&M costs €/MWh 26                           35                            23                                      

Levelised fuel costs €/MWh -                         -                           -                                    

LCOE total €/MWh 126                        145                          73                                      
Tariff (I0) €/MWh 140 150 84

Electricity price (PE) (Forward 2016) €/MWh 48.55 48.55 48.55

Incentiv (I0-PE) €/MWh 91.45 101.45 35.45

NPV without aid € -€ 1,936,206 -€ 3,363,979 -€ 118,899,287

NPV with aid € € 213,047 € 112,553 € 16,410,916

IRR % 7% 6% 7%

Technical data

Economic data

LCOE

Remuneration

Fiancial indicators
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scheme plus an additional period of ten years, including all information relevant 

to demonstrating that the terms of the proposed scheme have been complied with. 

(25) Detailed information about the projects funded will be published on a 

comprehensive website in order to comply with the provisions of section 3.2.7 

EEAG. 

(26) Projects supported under the scheme might be eligible for investment aid under 

other support schemes up to a maximum aid intensity of 40 %. Any investment 

aid will be deducted from the operating aid. In particular, the operating subsidy 

received by projects benefitting from investment aid will be reduced by an 

amount calculated as to leave the project's IRR unchanged. The reduction will be 

calculated using the reference values (e.g., the specific investment costs) used to 

calculate the aid. 

2.6. National regulatory framework 

(27) The legal basis of the measure is the Decree Law n. 28 of 3 March 2011. Italy 

will adopt the Ministerial Decree containing the implementing regulation for the 

scheme following State aid approval. 

3. ASSESSMENT OF THE MEASURE: 

3.1. Existence of aid 

(28) A measure constitutes State aid in the meaning of Article 107 (1) TFEU if it is 

"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 […] in so far as it affects trade 

between Member States." 

(29) The measure will be financed through a levy on electricity consumption collected 

and redistributed to the beneficiaries by entities under the control of the Italian 

State. The notified scheme favours the generation of electricity from renewable 

sources by the selected beneficiaries. Electricity is widely traded between 

Member States. In particular, Italy trades electricity with several neighbouring 

countries through high voltage interconnectors. For this reason the notified 

scheme is likely to distort the competition on the electricity market and affect 

trade between Member States. Therefore the notified measure constitutes State 

aid in the meaning of Article 107 TFEU.  

3.2. Legality 

(30) No aid will be granted before a positive Commission decision. Therefore the 

Italian authorities did not put the aid measure into effect before a final 

Commission decision. Thus, Italy has complied with the stand-still obligation set 

out in Article 108(3) TFEU. 

3.3. Compatibility under the Guidelines on State aid for environmental 

protection and energy 2014-2020 

(31) The Commission notes that the notified measure aims at providing operating aid 

to the generation of electricity from renewable sources. As it regards support for 
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electricity from renewable sources, the notified measure falls within the scope of 

the Guidelines on State aid for environmental protection and energy 2014-2020 

(EEAG). 

(32) The Commission has therefore assessed the notified measure based on the general 

compatibility provisions of the EEAG (set out in its section 3.2.) and based on the 

specific compatibility criteria for operating aid granted for the production of 

electricity from renewable energy sources (sections 3.3.1 and 3.3.2. of the 

EEAG). 

(33) The Commission notes that the measure complies with the transparency 

provisions in section 3.2.7 EEAG. 

3.3.1. Objective of common interest 

(34) The aim of the notified aid measure is to help Italy achieving the long term 

climate change and energy sustainability targets set by the EU as part of the EU 

energy policy. The scheme will help Italy to reach its objectives. In line with 

points 30 and 31 of the EEAG, Italy defined the objective of the measure and 

explained the measure will contribute towards reaching the European energy 

policy goals (see recital (2)). 

(35) The Commission considers that the notified aid measure is aimed at an objective 

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

3.3.2. Need for state aid, appropriate instrument and incentive effect 

(36) In paragraph 107 of the EEAG the Commission acknowledges that "under certain 

conditions State aid can be an appropriate instrument to contribute to the 

achievement of the EU objectives and related national targets". 

(37) Pursuant to paragraph 116 of the EEAG, in order to allow Member States to 

achieve their national 2020 target and contribute to the EU 2030 target, the 

Commission presumes the granting of State aid to be an appropriate instrument to 

promote energy from renewable sources, provided all other conditions set therein 

are fulfilled. 

(38) In line with paragraph 49 of the EEAG, the incentive effect occurs if the aid 

induces the beneficiary to change his behaviour towards reaching the objective of 

common interest, which it would not do without the aid. 

(39) The Italian authorities demonstrated that for the technologies eligible under the 

scheme the LCOE would be higher than the expected electricity market price (see 

the LCOE calculations shown in Table 4). Without the aid and under normal 

market conditions, the NPV for renewable energy projects would therefore be 

negative (examples in Table 4 show a negative NPV in the absence of aid). The 

Commission concludes that without the aid the projects benefitting from the 

scheme would not be financially viable. The aid therefore allows the beneficiaries 

to change their behaviour and invest in renewable energy. 

(40) The Italian authorities confirmed that the applicants will be required to submit an 

application form before being selected for funding under the scheme in a 

transparent selection process. Furthermore, for access to the priority lists 
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(described in recital (7) above) or for direct access to the aid (see recital (9) 

above), the application will have to be submitted before start of works, except in 

the cases described in the following recital (41). 

(41) The funding for small projects described in recital (9) above is open to small 

generators that, on the basis of the pre-existing regulation, had direct access to 

subsidies. Since the draft law was already in preparation and in line with the 

previous practice, such projects may have exceptionally already started works 

before submitting the aid application.
12

 Without the aid those projects will not be 

economically viable and would have to be abandoned
13

. These projects will be 

required to produce the certification described in recital (17) as any other 

hydropower projects. The Commission concludes that those beneficiaries started 

works under the expectation of receiving a subsidy on the basis of a commitment 

from the State authorities, without which they would not be financially viable. 

Therefore, also in those cases the incentive effect of the aid has been established. 

(42) Consequently, the Commission considers that the aid for the notified projects is 

necessary, granted by means of an appropriate instrument and provides the 

necessary incentive effect to address the objective of common interest. 

3.3.3. Proportionality 

(43) According to paragraph 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. 

(44) The Commission assessed proportionality of the aid under the provisions of 

Section 3.3.2 EEAG on operating aid to energy from renewable sources. 

(45) The Commission notes that the scheme is notified until 31
st
 December 2016. 

Except for generators with installed capacity below 500 kW, aid will be granted 

as a premium on top of market price and the generators will sell their electricity in 

the market. Generators will be subject to standard balancing responsibilities and 

have no incentives to sell electricity at times of zero market prices (see recital 

(13) above). According to the data in Table 3, more than 5% of the aid for the 

planned new electricity capacity will be granted in bidding processes. The 

Commission therefore concludes that the scheme complies with the provisions of 

paragraphs 124, 125 and 126 EEAG until January 1st 2017. 

(46) As stated in paragraph 126 EEAG, for the aid awarded on the basis of open and 

non-discriminatory bidding processes, the Commission will presume that the aid 

is proportionate. The Commission therefore concludes that the aid granted by 

means of tenders is proportionate. 

                                                 
12

  Italy estimates that these projects are essentially small hydropower project with installed capacity 

up to 250 kW for a total cumulative capacity of a limited number of MW. These projects will be 

required to produce the certification described in recital (17) as any other hydropower projects. 

13
  In this regard see also the LCOE estimate for small hydro power shown in Table 1. The estimated 

LCOE is roughly 4 times the wholesale electricity price. 
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(47) As specified in paragraph 128 of the EEAG, in the absence of competitive 

bidding, the Commission assesses proportionality of the aid under the provisions 

of paragraph 131 of the EEAG. 

(48) For projects on the priority lists benefitting of a feed-in tariff, Italy demonstrated 

that aid per unit of energy does not exceed the LCOE for the technology in 

question. As an example, Table 4 shows the estimated LCOE of selected 

renewable energy projects to be considerably higher than the estimated electricity 

market price (also shown in Table 4). The range of IRR estimated by Italy (see 

recital (20)) appears to be in line or below those of renewable energy projects 

recently approved by the Commission.
14

 

(49) Regarding re-powering of existing installations, the scheme will compensate only 

for the additional investment costs, and in case of re-powering of biomass 

projects also for the additional operating costs derived from the increased power 

output and/or extended operating lifetime. 

(50) For projects on the priority lists, if the electricity market price exceeds the 

estimated LCOE, the difference will be recovered by reducing the premium in 

later payments. This will avoid windfall profits in case electricity prices higher 

than the LCOE generate extra revenues for the project (on top of those accounted 

for in estimating the project's profitability as shown in Table 4). For projects 

participating in tenders, it is assumed that participants will account for the risks 

and opportunities of fluctuating energy market prices when placing their bids. 

Italy submitted data showing that the opportunity for windfall profits would in 

any case be limited (on the order of an increase in revenues of a fraction of 1%) 

even for the cheapest technologies and in all price zones with the possible 

exception of Sicily. Limited interconnection between Sicily and the mainland 

currently leads to increased variability of electricity market prices on the island. 

This might lead to increased revenues for technologies such as onshore wind 

power and geothermal energy. However, it is unclear if the situation will persist 

in the future, as new interconnectors are about to be commissioned. 

(51) In light of the above, the Commission concludes that the remuneration satisfies 

the conditions of paragraph 131 EEAG and is, therefore, proportionate. 

3.3.4. Distortion of competition and balancing test 

(52) According to paragraph 90 of the EEAG, 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. 

Furthermore, the effect of the aid will in principle not be viewed as an undue 

distortion of competition since it is inherently linked to its very objective.  

(53) According to paragraph 116 of the EEAG, in order to allow Member States to 

achieve their targets in line with the EU 2020 objectives, the Commission 

presumes that the distortive effects of the aid are limited, provided all other 

conditions set therein are met. 

                                                 
14

  See for example the decision in cases: SA.38758; SA.38759; SA.38761; SA.38763; SA.38812; 

SA.38796. 
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(54) The Commission therefore considers that the overall balance of the proposed 

scheme is positive and that the measure does not have undue distortive effects on 

competition and trade. 

3.3.5. Other aspects – Compliance with other provisions of EU law 

(55) In accordance with paragraph 29 of the EEAG, as the support for green electricity 

is financed by a charge levied on all electricity consumption, the Commission has 

examined its compliance with Articles 30 and 110 of the Treaty. 

(56) According to the case-law, a charge which is imposed on domestic and imported 

products according to the same criteria may nevertheless be prohibited by the 

Treaty if the revenue from such a charge is intended to support activities which 

specifically benefit the taxed domestic products. If the advantages which those 

products enjoy wholly offset the burden imposed on them, the effects of that 

charge are apparent only with regard to imported products and that charge 

constitutes a charge having equivalent effect to custom duties, contrary to Article 

30 of the Treaty. If, on the other hand, those advantages only partly offset the 

burden borne by domestic products, the charge in question constitutes 

discriminatory taxation for the purposes of Article 110 of the Treaty and will be 

contrary to that provision as regards the proportion used to offset the burden 

borne by the domestic products.
15

 

(57) If domestic electricity production is supported by aid that is financed through a 

charge on all electricity consumption (including consumption of imported 

electricity), then the method of financing – which imposes a burden on imported 

electricity not benefitting from this financing – risks having a discriminatory 

effect on imported electricity from renewable energy sources and thereby 

violating Article 30 or 110 of the Treaty.
16

 A similar issue would arise between 

any neighbouring country
17

 that has signed a free trade agreement with the 

European Union containing provisions similar to Articles 30 and 110 of the 

Treaty. 

(58) The Italian authorities explained that the scheme will be financed by a levy on 

energy consumption. In this respect, therefore the Commission notes that: 

 the notified aid scheme is financed through a charge imposed on 

electricity consumed in Italy, irrespective of whether domestically 

produced or imported; 

 the charge is calculated on the amount of electricity consumed (and 

thereby imposed on the product itself). 

(59) Where a Member State finances aid for domestic producers through a charge that 

is levied on imported and domestic products alike, the charge may have the effect 

of further exacerbating the distortion on the product market caused by the aid as 

                                                 
15

  Joined Cases C-128/03 and C-129/03 AEM, EU:C:2005:224, paragraphs 44 to 47; Case C-206/06 

Essent, EU:C:2008:413, paragraph 42. 

16
  Case 47/69 France v Commission, EU:C:1970:60, paragraph 20. See also Case SA.38632 

(2014/N) Germany – EEG 2014 – Reform of the Renewable Energy Law (not yet published in the 

OJ). 

17
  In the case of Italy, such States currently are Switzerland, Vatican City and the Republic of San 

Marino. 
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such. For that matter, it is not necessary that the charge exclusively finances the 

aid, since the additional distortive effect can already be present if a sizable share 

of the revenues from the charge is used to finance the aid. 

(60) In order to alleviate any concern regarding compliance with Articles 30 and 110 

TFEU, Italy ensures that producers located in other European Member States (or 

in a neighbouring State with which a free trade agreement exists) will be allowed 

to bid for a certain percentage of the capacity allocated within the tenders. The 

percentage figure has been established as a function of Italy’s total imports of 

green electricity from the neighbouring countries divided by the total electricity 

consumption in Italy according to the following formula: 

𝑃𝐸𝑈 = 𝑃𝑇𝑜𝑡 ×
𝐸𝑖𝑚𝑝 𝑀𝑆1 × 𝑅𝐸𝑆%𝑀𝑆1 + 𝐸𝑖𝑚𝑝 𝑀𝑆2 × 𝑅𝐸𝑆%𝑀𝑆2 + ⋯ + 𝐸𝑖𝑚𝑝 𝑀𝑆𝑛 × 𝑅𝐸𝑆%𝑀𝑆𝑛

𝐸𝑇𝑜𝑡 𝑐𝑜𝑛𝑠𝑢𝑚𝑒𝑑 𝐼𝑇

 

where: 𝑃𝐸𝑈 is the capacity available for projects located in other States; 𝑃𝑇𝑜𝑡 is 

the total capacity allocated in the tender; 𝐸𝑖𝑚𝑝𝑀𝑆𝑛 is the total electricity imported 

from State n; 𝑅𝐸𝑆%𝑀𝑆𝑛 is the share of renewables in the electricity mix of State n 

and 𝐸𝑇𝑜𝑡 𝑐𝑜𝑛𝑠𝑢𝑚𝑒𝑑 𝐼𝑇 is the total electricity consumed in Italy. 

(61) The participation of producers from other States in the support scheme is subject 

to the following conditions: 

 a cooperation agreement with the relevant State is in place; 

 the cooperation agreement describes the rules to prove physical delivery 

of the green electricity; and 

 the projects in the relevant State fulfil the same requirements as the 

projects located in the Italian territory. 

(62) The Commission considers that this is in line with paragraph 122 of the EEAG, 

which provides that Member States can set up cooperation mechanisms. The 

Commission therefore concludes that opening the scheme in this manner reduces 

the risk of possible discrimination against producers of green electricity in other 

Member States. 

(63) In light of the above, the Commission considers that the financing mechanism of 

the notified aid measure does not infringe Article 30 or Article 110 TFEU. 

(64) Under paragraph 117 of the EEAG when granting aid for the production of 

hydropower, Member States must respect Directive 2000/60/EC and in particular 

Article 4(7) thereof, which lays down criteria in relation to allowing new 

modifications of bodies of water. 

(65) In this respect, the Commission notes the requirement for hydropower projects 

not to compromise reaching or maintaining the quality objectives of the water 

body (as certified by the competent authority) in order to be eligible for aid (see 

recital (17)). Moreover, the Commission notes that the provisions regulating the 

use of waste described in recital (14) above do not circumvent the waste hierarchy 

(see details in Table 1). 
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3.3.6. Conclusion with regard to the compatibility of the measure 

(66) In light of the above, the Commission considers that the notified scheme pursues 

an objective of common interest in a necessary and proportionate way without 

unduly affecting competition and trade, and that therefore the aid is compatible 

with the internal market on the basis of the EEAG. 

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. 

If any parts of this letter are covered by the obligation of professional secrecy according 

to the Commission communication on professional secrecy and should not be published, 

please inform the Commission within fifteen working days of notification of this letter. If 

the Commission does not receive a reasoned request by that deadline, Italy will be 

deemed to agree to the publication of the full text of this letter. If Italy wishes certain 

information to be covered by the obligation of professional secrecy, please indicate the 

parts and provide a justification in respect of each part for which non-disclosure is 

requested.  

Your request should be sent electronically in accordance with Article 3(4) of 

Commission Regulation (EC) No 794/2004, 

Yours faithfully 

For the Commission 

Margrethe VESTAGER 

Member of the Commission 


