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Subject: State Aid SA.58791 (2020/N) – Denmark 

Funds for setting aside carbon-rich low-lying land to restore natural 

hydrology 

Excellency,  

 

The European Commission ("the Commission") wishes to inform Denmark that, having 

examined the information supplied by your authorities on the State aid scheme referred to 

above, it has decided not to raise objections to it as it is compatible with the internal 

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

Union ("TFEU"). 

 

The Commission has based its decision on the following considerations:  

 

1. PROCEDURE 

(1) By letter of 9 December 2020, registered by the Commission on the same day, 

Demark notified, according to Article 108(3) TFEU, the above mentioned aid 

scheme. 

(2) The Commission sent a request for additional information to the Danish 

authorities on 4 February 2021, which the Danish authorities answered by letter 

of 5 March 2021, registered by the Commission on the same date, and by e-mail 

of 25 March 2021, registered by the Commission on the same date. 
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2. DESCRIPTION 

2.1. Title 

(3) Funds for setting aside carbon-rich low-lying land to restore natural hydrology. 

2.2. Objective 

(4) The primary objective of the notified scheme is to reduce greenhouse gas 

emissions from farming and thus contribute to the Danish target set out in § 1 of 

the Danish Climate Act1to reduce greenhouse gas emissions by 70% compared 

with 1990 levels by 2030. This is done by granting aid to remove carbon-rich 

farmland from production and subsequently transform the land into nature areas 

by restoring the natural hydrology of the land through the disconnection of drains 

and re-wetting of the land (creation of wetlands). 

2.3. Legal basis 

(5) Draft Order on the set-aside of carbon-rich low-lying land for the restoration of 

natural hydrology (climate-related low-lying land projects) (Bekendtgørelse om 

udtagning af kulstofrige lavbundsjorder med henblik på genopretning af naturlig 

hydrologi (klima-lavbundsprojekter)). 

2.4. Duration 

(6) From the date of the notification of the present decision to the Danish authorities 

until 31 December 2026. The notified aid scheme will be adapted to bring it in 

line with the State aid rules applicable after the expiry the 2014 European Union 

Guidelines for State aid in the agricultural and forestry sectors and in rural areas2 

("the Guidelines"). 

2.5. Budget 

(7) The overall budget is DKK 1 769 500 000 (approximately EUR 237 957 051). 

The granting authority is the Ministry for the Environment and Food (Miljø- og 

fødevareministeriet). 

2.6. Beneficiaries 

(8) Concerning the climate and low-lying land part of the scheme, managed by the 

Environmental Protection Agency (cf. recital (21) below), the beneficiaries are 

municipalities, landowners, national park funds and foundations with nature, 

environmental or climate objectives for the common good. Municipalities may be 

beneficiaries but, generally, they are not the final recipients of the aid but are 

responsible for actually implementing the set-aside projects and redistributing the 

aid to the participating landowners as a benefit in kind or a direct grant. 

(9) For the set-aside of carbon-rich farmland through development projects part of 

the scheme (cf. recital (21) below), managed by the Nature Agency, the 

beneficiaries are private landowners. 

                                                 
1  Act No 965 of 26 June 2020 on the climate. 
2  OJ C 204 of 1.7.2014, p. 1. Amended by the Notices published in OJ C 390, 24.11.2015, p. 4; OJ C 

139, 20.4.2018, p. 3, OJ C 403, 9.11.2018, p. 10 and OJ C 424, 8.12.2020, p. 30. 
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(10) Only small and medium sized undertakings (SMEs), within the meaning of Annex 

I to Regulation (EU) No 702/2014 of 25 June 2014 declaring certain categories of 

aid in the agricultural and forestry sectors and in rural areas compatible with the 

internal market in application of Articles 107 and 108 of the Treaty on the 

Functioning of the European Union,3 are eligible for the aid. 

(11) Only primary producers can benefit from aid granted for non-productive 

investments.  

(12) The number of beneficiaries is estimated to be between 501 and 1000. 

(13) Neither undertakings in difficulty within the meaning of point (35)15 of the 

Guidelines nor undertakings still having at their disposal an earlier unlawful aid 

that was declared incompatible by a Commission decision will benefit from the 

aid.  

2.7. Description of the aid scheme 

(14) Denmark has explained that the notified measure is an aid scheme within the 

meaning of point (35)4 of the Guidelines. 

(15) The notified scheme is not part of the Rural Development Programme (RDP) for 

Denmark for 2014-20204, but the aid notified is provided for at the same time 

therein. In this respect, the Danish authorities explained the advantages of such a 

national aid instrument, to set aside more land than the RDP scheme allows. 

Specifically, it is about the need to cope with justified and necessary budget 

increases in large complex projects and to offer one-off compensation to 

landowners to set-aside of agricultural land. This is not possible under the current 

RDP rules. Moreover, they provided information to show that the notified scheme 

is consistent with the RDP and submitted a comparison table showing that any 

area covered by the scheme can only receive aid under one measure (either from 

the RDP or from a rural development-like measure) and once aid is received for 

that area, this is recorded in the land register and excluded from other measures. 

The Danish authorities explained that this is done to ensure the permanence of the 

commitment, but the register will also be checked before an area can come under 

the rural development-like measure. Likewise, in the RDP, the areas under similar 

measures are recorded. 

(16) The Danish authorities have performed an environmental impact assessment of 

the notified scheme and provided information to demonstrate that the aid scheme 

will not result in an infringement of the applicable Union environmental 

protection legislation. It is expected that the scheme will contribute to a 

greenhouse gas reduction of around 0.27 million tonnes of CO2. An average effect 

of 15 tonnes of CO2 per hectare (ha) is assumed. The scheme requires a minimum 

of 10 tonnes of CO2 per projected ha. The Danish authorities have submitted 

information to show that the scheme is also expected to contribute to positive 

synergies with other nature and environmental objectives.  

                                                 
3  OJ L 193, 1.7.2014, p. 1, as amended. 
4  CCI: 2014DK06RDNP001, still in force awaiting adoption of the following instrument. 
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(17) The owners of open farmland taken out of production must undertake to turn into 

a nature area within a period of two years of closure in such a way as to ensure 

that negative effects on the environment are avoided. 

(18) The proposed set-aside measures envisaged for CO2 reduction are voluntary for 

landowners and, therefore, the implementation is designed to be attractive for 

them to join. This means that they may be financially compensated for the loss of 

value of assets resulting from the withdrawal of farmland from production, 

measured as the current selling value of the assets, and that, in the context of 

capacity closure, land consolidation may be carried out, reducing the number of 

owners of low-lying land and ensuring that they can produce outside those areas. 

The scheme is also designed to have a simple application and project process, 

making it possible, among other things, to act more quickly on the market in 

relation to properties for sale and to allow for ongoing adjustment of the project, 

for example with regard to phosphorus and synergies with nature and 

environmental objectives. 

(19) The Danish authorities explained that the aid is granted in the form of direct 

grants and benefits in kind. They explained that these are the most appropriate 

forms, as beneficiaries are not expected to join the scheme on a voluntary basis 

unless they are compensated for 100% for the loss of value resulting from the 

restoration of natural hydrology on the area concerned. Concerning the benefits in 

kind, the Danish authorities explained that the aid amount is the gross grant 

equivalent of the aid. When the aid is paid in several instalments, it will be 

discounted to its value at the moment of granting the aid. Furthermore, the 

interest rate to be used for discounting purposes is the discount rate applicable on 

the date of granting the aid. 

(20) The closure under the notified scheme can be partial or complete. The Danish 

authorities explained that, since the notified scheme targets carbon rich soils, the 

restrictions will be put on these areas and necessary adjoining farm areas only. On 

these specific areas/fields there will be a complete closure. But since a farm will 

consists of many different fields, only a partial part of the farm, as a whole, will 

be closed. 

(21) The Danish authorities plan to divide the notified scheme into two separate parts 

within the Ministry of Environment and Food, which will be administered by two 

agencies attached to the Ministry:  a) a scheme within the Environmental 

Protection Agency for setting aside carbon-rich farmland and b) an injection of 

development resources into the Nature Agency with a view to establishing and 

financing large-scale individual projects for setting aside carbon-rich farmland. 

a. Grant scheme within the Environmental Protection Agency for setting aside 

carbon-rich farmland 

(22) A grant scheme will be set up within the Environmental Protection Agency for 

setting aside carbon-rich farmland, where the natural hydrology will be 

subsequently restored through active re-wetting of the land by disconnecting 

drains, rechannelling and/or raising watercourse beds, etc. 

(23) Direct grants will be awarded for the following eligible costs linked to feasibility 

studies as non-productive investments, even if they show that the project is not 

feasible: 
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- wage costs of the beneficiary’s staff assigned to the project, plus 15% in 

overheads; if the beneficiary is a municipality, the wage costs of the 

municipal staff assigned to the project will only be eligible to the extent that 

the tasks are not normally financed by public institutions, public undertakings 

or municipal communities, and the costs can be documented; 

- the studies themselves; 

- information and meetings; 

- consultancy services. 

 

Since the feasibility study must include a description of the works, including any 

mitigation measures, related to project implementation and a budget for them, 

part of the direct grant for the eligible costs described above will be closely linked 

to the actual capacity closure and thus to the costs of destroying production 

capacity. 

 

(24) Direct grants will be awarded for the following eligible costs linked to the 

creation of the wetland itself, including costs directly related to destroying 

production capacity and non-productive investments relating to the actual 

conversion of the land into wetlands: 

- purchase of goods and services, including services provided by contractors; 

- works; 

- consultancy services; 

- wage costs of the beneficiary’s staff assigned to the project, plus 15% in 

overheads; if the beneficiary is a municipality, the wage costs of the 

municipal staff assigned to the project will only be eligible to the extent that 

the tasks are not normally financed by public institutions, public undertakings 

or municipal communities, and the costs can be documented; 

- any additional studies;  

- information and meetings. 

 

Since this is a comprehensive development project involving the active re-wetting 

of land by disconnecting drains and rechannelling and/or raising watercourse 

beds, etc., part of the direct grant will cover the costs of destroying production 

capacity, while the other costs relate to the non-productive investments carried 

out in connection with the future function of the areas as a wetland. Given the 

large contiguous project areas involved, part of the development works could be 

carried out on land which is not farmland. This is necessary in order to ensure the 

set-aside of the land for natural hydrology and thus the closure of production 

capacity.  

  

(25) Direct grants will be awarded in the form of compensation to landowners for loss 

of value of production capacity because of capacity closure as follows: i) rotation 

land with high-value crops: DKK 86 000/ha; ii) rotation land with no high-value 

crops: DKK 56 000/ha and iii) permanent pasture: DKK 31 000/ha. The basis for 

these rates was established by the University of Copenhagen’s Department of 

Food and Resource Economics. Before grants are paid, it will be checked that 

genuine production capacity was maintained on the land as set out in point (426) 

of the Guidelines. 

(26) Direct grants will be awarded for the obligatory social costs associated with 

project implementation, as a result of the costs of registering easements in the 
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Danish land register. In addition to the condition that the production capacity of 

the area must be permanently closed down and left as low-lying land, the 

easement must also contain the terms and conditions relating to the future 

characteristics of the area as a wetland. 

(27) The following costs are not eligible under the scheme: 

- costs for which an EU subsidy has been received; 

- costs for which a subsidy has been received from another public authority; 

- costs for activities which the beneficiary, a landowner or leaseholder of land 

in the project area is obliged to carry out in accordance with other legislation; 

- the costs of carrying out ordinary regulatory tasks; 

- costs incurred by the beneficiary before submission of the application; 

- refundable VAT.  

 

(28) Aid under the scheme is in principle paid in two instalments: the first covers 

grants for the eligible costs connected to the feasibility study once it has been 

completed, and the second the other eligible costs, including compensation for 

landowners once the capacity closure and works for the wetland project are 

finally established. 

(29) Aid may also be granted for nature areas in the form of compensation to 

landowners for the lost value of the asset as de minimis aid under Regulation 

1408/2013 of 18 December 2013 on the application of Articles 107 and 108 of the 

Treaty on the Functioning of the European Union to de minimis aid in the 

agriculture sector.5 

(30) No aid will be granted for land consolidation under this part of the scheme since 

such costs are covered by an aid scheme for multifunctional land consolidation, 

which is block-exempted under Regulation 702/20146. 

b. Development funds for the Nature Agency – project measures for setting aside 

carbon-rich farmland 

(31) The Nature Agency will carry out set-aside projects through capacity closure on 

several contiguous areas of low-lying land, where the natural hydrology will also 

be subsequently restored by actively re-wetting the land through disconnection of 

drains, rechannelling and/or raising watercourse beds, etc.  

(32) The aid under this part of the scheme will be granted as combined benefits in kind 

and financial compensation to the landowners participating in the project. A 

project agreement will be concluded between the Nature Agency and the 

participating landowners, setting out the aid and detailed conditions for granting 

it.  

(33) A feasibility study will be carried out on the landowner’s land, the costs of which 

will be borne by the Nature Agency as a non-productive investment, even if it 

shows that the project is not feasible. These are the eligible costs:  

                                                 
5  OJ L 352, 24.12.2013, p. 9, as amended. 
6  Cf. SA.56118 (2020/XA) “Remembrement multifonctionnel”. 
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- the wage costs of the Nature Agency’s staff assigned to the project, plus 15% 

in overheads, to the extent that the tasks are not financed by the Agency as 

part of the performance of ordinary regulatory tasks; 

- the studies themselves; 

- information and meetings; 

- consultancy services. 

 

(34) The Nature Agency will also bear the costs of creating the wetland itself, 

including costs directly related to destroying production capacity and non-

productive investments linked to the actual conversion of the land into wetlands. 

The eligible costs are the following: i) purchase of goods and services, including 

services provided by contractors and ii) works. Since this is a comprehensive 

development project involving the active re-wetting of land by disconnecting 

drains and rechannelling and/or raising watercourse beds, etc., part of the grant 

will cover the costs of destroying production capacity, while the other costs relate 

to the non-productive investments carried out in connection with the future 

function of the areas as a wetland.  

(35) Direct grants will be awarded in the form of compensation to landowners for loss 

of value of production capacity because of capacity closure as described in recital 

(25) above.  

(36) The Nature Agency will bear the same obligatory social costs as those described 

in recital (26) above. 

(37) In connection with the project measures, the Nature Agency may bear the costs of 

land consolidation if this is necessary to implement the project. Land 

consolidation will be carried out as set out in section 1.3.4 of the Guidelines. The 

following eligible costs are covered: i) registration of title on land covered by 

land consolidation in the Danish land register; ii) cadastral correction, etc. and iii) 

other administrative costs linked to land consolidation. The Danish authorities 

will guarantee that projects granted aid for land consolidation under this part of 

the notified scheme do not benefit from aid under SA.56118 (2020/XA) (cf. 

recital (30)). 

(38) Non-eligible costs under this part of the scheme are the same as those described 

under recital (27). 

(39) Aid may also be granted for nature areas as described in recital (29). Minor 

compensation may also be granted to landowners under de minimis Regulation 

1408/2013 for necessary permanent operating costs such as road maintenance and 

pumping, etc. 

Common provisions 

(40) The set-aside will result in permanent capacity closure on the land, which will be 

ensured by a registered easement in the Danish land register on the maintenance 

of natural hydrology within the project area. This will apply to current and future 

landowners. Furthermore, the beneficiary will commit not to start the same 

activity elsewhere. 

(41) Only undertakings that have actually been producing and only production 

capacities that have actually been in constant use over the past five years before 
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the closing of capacity are eligible for aid. Furthermore, only undertakings 

fulfilling Union standards are eligible for aid. 

(42) The maximum aid intensity under the notified scheme is 100%. 

(43) Aid under the notified scheme must be accessible to all eligible undertakings. To 

access the funding, the following criteria must be met: i) at least 60% of the 

project area must be located on carbon-rich low-lying land with at least 6% 

organic carbon content and ii) the project area must be at least 10 ha. The criteria 

may be waived in special cases where an application is no more than 10% below 

the percentage or area indicated for one of the criteria.  

(44) The beneficiary will submit an application for aid before work on the project or 

activity has started. The aid application will include, among others, the applicant's 

name and the size of the undertaking, a description of the project or activity, 

including its location and start and end dates, the amount of aid needed to carry it 

out, the eligible costs and information on whether grants have been applied for or 

awarded for land within the project area under other aid schemes. Applications 

under the scheme will be prioritised, with the greatest weight being attached to 

climate impact.  

(45) The Danish authorities confirmed that the investments at which the aid is aimed 

do not increase production beyond restrictions or exceed limitations on Union 

support at the level of individual undertakings, holdings or processing plants set 

by a common organisation of the market, including direct support schemes, 

financed by the European Agricultural Guarantee Fund (EAGF). The investments 

are carried out by one or more beneficiaries and are not linked to the production 

of energy from renewable sources or the production of biofuels on holdings. 

(46) The maximum aid amount must be calculated by the granting authority when 

granting the aid; the eligible costs must be supported by documentary evidence, 

which should be clear, specific and contemporary and, for the purposes of 

calculating the aid intensity and the eligible costs, all figures used must be taken 

before any deduction of tax or other charge. 

(47) The Danish authorities explained that the aid will have identifiable eligible costs 

and can be cumulated with other State aid and de minimis aid in respect of 

different eligible costs.  

(48) Denmark has informed the Commission that in order to comply with the 

transparency requirement the publication of the aid scheme and the individual aid 

grants above 60 000 EUR will be done through the following web page: 

https://webgate.ec.europa.eu/competition/transparency/public/search/home/. 

3. ASSESSMENT  

3.1. Existence of aid - Application of Article 107(1) TFEU 

(49) According to Article 107(1) of the TFEU, "[s]ave as otherwise provided in the 

Treaties, 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". 

https://webgate.ec.europa.eu/competition/transparency/public/search/home/
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(50) The qualification of a measure as aid within the meaning of this provision 

therefore requires the following cumulative conditions to be met: (i) the measure 

must be imputable to the State and financed through State resources; (ii) it must 

confer an advantage on its recipient; (iii) that advantage must be selective; and 

(iv) the measure must distort or threaten to distort competition and affect trade 

between Member States. 

(51) The measure in question is imputable to the State as it is based on the legal act 

mentioned in recital (5). It is financed through State resources since it is paid 

from public funds (cf. recital (7)).  

(52) The notified measure confers an advantage on its beneficiaries in the form of 

direct grants and benefits in kind (cf. recital (19)). The measure thus relieves 

those beneficiaries of costs which they would have to bear under normal market 

conditions. 

(53) The aid is selective because other undertakings in a comparable legal and factual 

situation in light of the objective pursued by the measure in the agricultural sector 

or in other sectors (such as other landowners), are not eligible for aid and thus 

will not receive the same advantage. The notified measure therefore gives only 

certain undertakings (cf. recitals (8) to (13)Error! Reference source not found.) 

a selective economic advantage, by strengthening their competitive position on 

the market.  According to the case law of the Court of Justice, the mere fact that 

the competitive position of an undertaking is strengthened compared to other 

competing undertakings, by giving it an economic benefit which it would not 

otherwise have received in the normal course of its business, points to a possible 

distortion of competition7. 

(54) Pursuant to the case law of the Court of Justice, aid to an undertaking appears to 

affect trade between Member States where that undertaking operates in a market 

open to intra-EU trade8. The beneficiaries of aid operate in the agricultural sector, 

where intra-EU trade takes place9. The sector concerned is thus open to 

competition at EU level and therefore sensitive to any measure in favour of the 

production in one or more Member States. Therefore, the present measure is 

liable to distort competition and to affect trade between Member States. 

(55) In light of the above, the conditions of Article 107(1) TFEU are fulfilled. It can 

therefore be concluded that the proposed measure constitutes State aid within the 

meaning of that Article.  

(56) Due to the fact that the notified measure is an act on the basis of which, without 

further implementing measures being required, individual aid awards may be 

made to undertakings defined within the act in a general and abstract manner (cf. 

                                                 
7  Judgment of the Court of 17 September 1980 in Case 730/79 Philip Morris Holland BV v Commission 

of the European Communities, ECLI:EU:C:1980:209. 
8  See in particular the judgment of the Court of 13 July 1988 in Case 102/87 French Republic v 

Commission of the European Communities, ECLI:EU:C:1988:391.  
9  In 2019, the Danish trade with agricultural commodities with EU countries for exports amounted to 

EUR 1 168.1 million and for imports to EUR 1 416.4 million. Source: Agriculture in the European 

Union and the Member States - Statistical factsheets – Denmark, June 2020, 

https://ec.europa.eu/info/sites/info/files/food-farming-fisheries/farming/documents/agri-statistical-

factsheet-dk_en.pdf 
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recitals (5) and (8) to (13)), the Commission considers that it is an aid scheme 

within the meaning of point (35)4 of the Guidelines.  

(57) The scheme may only be considered compatible with the internal market if it can 

benefit from one of the derogations provided for in the TFEU. 

3.2. Lawfulness of the aid – Application of Article 108(3) TFEU 

(58) The aid scheme was notified to the Commission on 9 December 2020. It has not 

been implemented yet (cf. recital (6)). Therefore, Denmark has complied with its 

obligation under Article 108(3) TFEU. 

3.3. Compatibility of the aid 

(59) The aid may only be considered compatible with the internal market if it can 

benefit from one of the derogations provided for in the TFEU. 

3.3.1. Application of Article 107(3)(c) TFEU 

(60) Under Article 107(3)(c) TFEU, an aid may be considered compatible with the 

internal market, if it is found “to facilitate the development of certain economic 

activities or of certain economic areas, where such aid does not adversely affect 

trading conditions to an extent contrary to the common interest”.  

(61) Therefore, compatible aid under that provision of the Treaty must (i) contribute to 

the development of a certain economic activity and (ii) should not distort 

competition in a way contrary to the common interest. The aid must also comply 

with the relevant Union State aid rules. 

(62) In the case at stake, the Commission has assessed the compatibility of the 

measure in light of the conditions laid down in the Guidelines (Section Error! 

Reference source not found. below). 

(63) The Commission notes that the scheme aims at reducing greenhouse gas 

emissions from farming and thus contributing to the Danish target to reduce 

greenhouse gas emissions by 70% compared with 1990 levels by 2030. 

3.3.2. Application of the Guidelines  

(64) As regards the notified aid scheme, Part I “Common provisions”, Part II, Chapter 

1, Sections 1.1.1 “Aid for investment”, 1.1.1.1 “Aid for investment in tangible 

assets and intangible assets on agricultural holdings linked to primary agricultural 

production”, 1.2.2 “Aid for Closing Production Capacity”, 1.2.2.1 “Closing of 

capacity for animal, plant or human health, sanitary, ethical or environmental 

reasons” and 1.3.4 “Aid for agricultural land consolidation” and Part III of the 

Guidelines apply.  

(65) Point (135) of the Guidelines states that the Commission will consider aid for 

investment in tangible assets and intangible assets on agricultural holdings linked 

to primary agricultural production compatible with the internal market under 

Article 107(3)(c) TFEU if it complies with the common assessment principles, the 

general condition for investment aid set out in point (134) and with the conditions 

under points (136) to (155) thereof. 
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(66) According to point (423) of the Guidelines, the Commission will consider aid for 

the closing of capacity compatible with the internal market under Article 

107(3)(c) TFEU if it complies with the common assessment principles and with 

the conditions stated under points (424) to (436) thereof.  

(67) In compliance with point (479) of the Guidelines, the Commission will consider 

aid for agricultural land consolidation compatible with the internal market under 

Article 107(3)(c) TFEU if it complies with the common assessment principles and 

with the conditions under points (480) and (481) thereof.  

3.3.2.1. Common Assessment Principles 

Objective of the measure 

(68) The objective of the notified scheme, as indicated in recital (4)Error! Reference 

source not found., is to reduce greenhouse gas emissions from farming in 

Denmark. Therefore, it contributes to promote the efficient and sustainable use of 

resources in order to achieve intelligent and sustainable growth in line with point 

(43) of the Guidelines. Furthermore, the proposed scheme is not part of the RDP 

for Denmark but the notified aid is provided for at the same time therein. In this 

respect, the Danish authorities explained the advantages of such a national aid 

instrument, financed exclusively from national funds. The proposed scheme is 

consistent with the objectives and priorities of the RDP, it is closely related to the 

CAP without being incompatible with the common organization of the market in 

line with point (44) of the Guidelines (cf. recital (15)). 

(69) According to point (48) of the Guidelines, the Commission considers that the 

principle of contribution to the objectives of rural development is met regarding 

the aid measures in Section 1.2 of Part II of the Guidelines, which are outside the 

scope of rural development, since the Commission has gained sufficient 

experience as to the contribution of those measures to the rural development 

objectives. As stated under recital (64), part of the scheme falls under Section 

1.2.2.1 of Part II, Chapter 1 of the Guidelines and fulfils the requirements 

established therein (cf. recitals (95) to (105) below). The provisions of point (48) 

are thus complied with.  

(70) In compliance with point (52) of the Guidelines, the Danish authorities have 

performed an environmental impact assessment of the notified scheme and 

provided information to demonstrate that the aid scheme will not result in an 

infringement of applicable Union environmental protection legislation. It is 

expected that the measures will contribute to a greenhouse gas reduction of 

around 0.27 million tonnes of CO2. The scheme is also expected to contribute to 

positive synergies with other nature and environmental objectives (cf. recitals 

(16) and (18)). 

Need for State intervention 

(71) According to point (55) of the Guidelines, the Commission considers that the 

market is not delivering the expected objectives without State intervention 

concerning the aid measures fulfilling the specific conditions laid down in Part II 

thereof. Therefore, such aid should be considered necessary to achieve the 

objectives of common interest specified under Section 3.1 of Part I of the 

Guidelines. The current aid scheme fulfils the specific requirements laid down in 
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Sections 1.1.1 and 1.1.1.1 (cf. recitals (85) to (93)), 1.2.2 and 1.2.2.1 (cf. recitals 

(94) to (105)) and 1.3.4 (cf. recitals (106)Error! Reference source not found. to 

(108)) of Part II of the Guidelines and, therefore, point (55) of the Guidelines is 

complied with.  

Appropriateness of aid 

(72) As stated under recital (71) above, the notified scheme complies with the specific 

requirements laid down in the relevant Sections of Part II of the Guidelines and, 

therefore, it is an appropriate policy instrument which is necessary to contribute 

to the development of certain economic activities as regards the reduction of 

greenhouse gas emissions, according to point (57) thereof. 

(73) According to the information submitted by Denmark, the aid under the notified 

scheme is granted through benefits in kind and direct grants (cf. recital (19)). The 

Commission considers that, taking into account the objective of the scheme (cf. 

recital (4)), these forms of aid are the most appropriate to achieve it. 

Incentive effect and need for aid 

(74) The notified scheme has an incentive effect in compliance with point (66) of the 

Guidelines, as the proposed aid changes the behaviour of the beneficiaries in such 

a way that it engages them in additional activity contributing to the development 

of the sector (cf. recitals (18) and (19)) in which they would have normally not 

engaged  without the aid or in which they would have engaged only in a restricted 

or different manner.  

(75) In compliance with point (69) of the Guidelines, the Danish authorities have 

shown that the beneficiaries of the notified scheme will not take any unnecessary 

risk but will contribute with their commitments to reduce the net greenhouse-gas 

emissions in Denmark (cf. recitals (4)). 

(76) It follows from recital (44) above that, in compliance with point (70) of the 

Guidelines, work on the relevant activity will only start after the beneficiary has 

submitted the aid application and that the aid application will include the elements 

required under point (71) of the Guidelines. The derogation under point (75) for 

aid schemes for land consolidation in accordance with Section 1.3.4 of Part II of 

the Guidelines applies to that part of the scheme as it fulfils the criteria listed 

thereby (cf. recitals (5) (6) and (8) to (13)). 

Proportionality of the aid 

(77) According to point (82) of the Guidelines, for the aid to be proportionate the aid 

amount should not exceed the eligible costs. This is without prejudice to rules for 

environmental incentives expressively provided for in Section 1.2.2 of Part II of 

these Guidelines. As described below, the eligible costs and aid intensities respect 

the requirements set out in Sections 1.1.1.1 (cf. recitals (88), (89) and (91)), 

1.2.2.1 (cf. recitals (102) and (104)) and 1.3.4 (cf. recitals (106) and (107)), of 

Part II of the Guidelines, in line with points (82), (83) and (84) of the Guidelines.  

(78) In line with point (85) of the Guidelines, the maximum aid amount must be 

calculated by the granting authority when granting the aid; the eligible costs must 

be supported by documentary evidence, which should be clear, specific and 

contemporary and, for the purposes of calculating the aid intensity and the 

eligible costs, all figures used must be taken before any deduction of tax or other 
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charge (cf. recital (46)). VAT is not eligible for aid except where it is not-

recoverable under national VAT legislation (cf. recital (27)), in compliance with 

the provisions of point (86) of the Guidelines.  

(79) The provisions of point (99), (100) and (104) of the Guidelines with regard to 

cumulation are complied with (cf. recital (47)). 

Avoidance of undue negative effects on competition and trade and balancing test 

(80) Pursuant to point (113) of the Guidelines, the negative effect on competition and 

trade is limited to the minimum and the aid has positive effects on the 

development of the sector, if it fulfils the conditions set out in the applicable 

Section of Part II of the Guidelines and does not exceed the relevant maximum 

aid intensities specified therein. The notified aid scheme fulfils these 

requirements as explained under recitals (85) to (108).  

(81) Moreover, the measure has positive effects by promoting the reduction of 

greenhouse gas emissions from farming (cf recitals (4) and (63)) and it is closely 

related to the CAP without being incompatible with the common organization of 

the market (cf. recital (68)). 

(82) The Commission concludes that the scheme has positive effects in terms of 

facilitating and economic activity while not leading to undue distortions of 

competition and trade. It follows that the positive effects of the aid outweigh its 

negative effects on competition and trade.  

Transparency 

(83) The notified scheme fulfils the relevant transparency requirements stated under 

points (128) and (131) of the Guidelines (cf. recital (48)). 

(84) On the basis of the above, the Commission concludes that the notified scheme 

complies with the common assessment principles under Part I of the Guidelines. 

3.3.2.2. Specific assessment according to the category of aid 

Section 1.1.1. ‘Aid for investment’ – 1.1.1.1 “Aid for investment in tangible assets 

and intangible assets on agricultural holdings linked to primary agricultural 

production. 

(85) Aid for investment granted under the notified scheme complies with point (134) 

of the Guidelines (cf. recital (45)). 

(86) In compliance with point (136) of the Guidelines, aid for investments in tangible 

assets and intangible assets on agricultural holdings is linked to the primary 

agricultural production (cf. recital (11)). The investment is carried out by one or 

more beneficiaries (cf. recital (45)).  

(87) Points (137) to (142) are not applicable to the notified scheme, as it is not linked 

to the production of energy from renewable sources or the production of biofuels 

on holdings (cf. recital (45)). 

(88) According to the information submitted by the Danish authorities, the investments 

covered by the notified scheme are non-productive and pursue the achievement of 

agri-environment-climate objectives, in compliance with point (143)(d) of the 
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Guidelines (cf. recitals (4), (23), (24), (33) and (34)). They cover the costs 

specified under point (144)(e) of the Guidelines (cf. recitals (23), (24), (33) and 

(34)). 

(89) In compliance with point (145) of the Guidelines, aid is not granted in respect of 

the costs stated thereof (cf. recital (27)).  

(90) Points (146) to (151) of the Guidelines are not applicable to the notified scheme 

as none of the costs covered by those points are eligible for aid. 

(91) The Danish authorities indicated, in compliance with point (154) of the 

Guidelines and as a derogation from the ceiling of eligible costs laid down in 

point (152)(e) thereof, that the maximum aid intensity for non-productive 

investments referred to in point (143)(d) must not exceed 100% of the eligible 

costs (cf. recital (42)).  

(92) Point (155) of the Guidelines, dealing with investment with preventive objectives, 

does not apply to the notified scheme.  

(93) On the basis of the above, the Commission concludes that the provisions set out 

in Sections 1.1.1 and 1.1.1.1 of Part II of the Guidelines are complied with.  

Section 1.2.2. “Aid for Closing Production Capacity” and subsection 1.2.2.1 

“Closing of capacity for animal, plant or human health, sanitary, ethical or 

environmental reasons” 

(94) According to point (422) of the Guidelines, Section 1.2.2 applies to the whole of 

the agricultural sector, as defined under point (35)2 thereof. 

(95) In compliance with point (424) of the Guidelines, the closing of capacity provided 

for under the notified scheme is done for environmental reasons (cf. recital (4)). 

(96) The notified scheme fulfils the requirements under point (425) of the Guidelines 

as there is a sufficient counterpart from the beneficiary of the aid, consisting of a 

definitive and irrevocable decision to scrap or irrevocably close the production 

capacity concerned (cf. recitals (15), (26) and (40)). This will involve a partial, 

duly justified by the Danish authorities, or complete closure of capacity by the 

undertaking concerned (cf. recital (20)). Legally binding commitments must be 

obtained from the beneficiary that the closure of the production capacity 

concerned is definitive and irreversible and that the beneficiary will not start the 

same activity elsewhere (cf. recital (40)). These commitments must also bind any 

future purchaser of the land or facility concerned (cf. recitals (26) and (40)). 

(97) In compliance with point (426) of the Guidelines, only undertakings that have 

actually been producing, and only production capacities that have actually been in 

constant use over the past five years before the closing of capacity are eligible for 

aid (cf. recital (41)). 

(98) Point (427) of the Guidelines does not apply to the notified scheme as the 

Commission is not attaching additional conditions to the authorisation of the aid. 

(99) In line with point (428) of the Guidelines, the Danish authorities have proved that 

only undertakings fulfilling Union standards are eligible for aid (cf. recital (41)). 
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(100) According to the information provided by the Danish authorities (cf. recital (17), 

and in compliance with point (429) of the Guidelines, the owners of open 

farmland taken out of production must undertake to turn into a nature area within 

a period of two years of closure in such a way as to ensure that negative effects on 

the environment are avoided. Afforestation is not proposed under the notified 

scheme. 

(101) Aid under the notified scheme must be accessible to all eligible undertakings, in 

compliance with point (430) of the Guidelines (cf. recital (43)). 

(102) In compliance with points (431), (433) and (435) of the Guidelines, the notified 

aid covers the compensation for: i) the loss of value of assets, measured as the 

current selling value of the assets; ii) the costs of the destruction of the production 

capacity and iii) compensation to offset the obligatory social costs resulting from 

the implementation of the closure decision (cf. recitals (18), (19), (24) to (26) and 

(34) to (36)). The scheme does not include the incentive payment under point 

(432) of the Guidelines. 

(103) According to point (435) of the Guidelines, aid for conversion of land into nature 

areas must be granted in accordance with the rules on non-productive investment 

set out in Section 1.1.1.1 of Part II. It follows from recitals (11), (23), (24), (33) 

and (34) above, that the notified scheme fulfils this requirement. 

(104) The notified scheme’s maximum aid intensity is in line with point (436) of the 

Guidelines (cf. recital (42)). 

(105) On the basis of the above, the Commission concludes that the provisions set out 

in Section 1.2.2.1 of Part II of the Guidelines are complied with.  

Section 1.3.4 “Aid for agricultural land consolidation”.  

(106) The eligible costs proposed by the Danish authorities are in line with point (480) 

of the Guidelines (cf. recital (37)).  

(107) In compliance with point (481), the aid intensity is limited to 100 % of the real 

costs incurred (cf. recital (42)).  

(108) On the basis of the above, the Commission concludes that the provisions set out 

in Section 1.3.4 of Part II of the Guidelines are complied with. 

3.3.2.3. Other considerations: 

(109) The Commission notes that, in compliance with points (26) and (27) of the 

Guidelines, aid will not be granted to undertakings in difficulty and undertakings, 

which are subject to an outstanding recovery order following a previous 

Commission decision declaring an aid illegal and incompatible with the internal 

market (cf. recital (13)). 

(110) It follows from recital (6) that the duration requirement under point (719) of the 

Guidelines is met.  

(111) The Danish authorities commit to adapt the notified aid scheme to the State aid 

rules applicable after the expiry of the Guidelines (cf. recital (6)). 
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3.3.2.4. Conclusion with regard to the compatibility of the measure 

(112) In light of the above, the Commission concludes that the aid facilitates the 

development of an economic activity and does not adversely affect trading 

conditions to an extent contrary to the common interest. Therefore, the 

Commission considers the aid compatible with the internal market based on 

Article 107(3)(c) TFEU and on the relevant provisions of the Guidelines on 

measures for the development of the agricultural sector. 

4. CONCLUSION 

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

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

TFEU.  

If this letter contains confidential information which should not be disclosed to third 

parties, please inform the Commission within fifteen working days of the date of receipt. 

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

deemed to agree to the disclosure to third parties and to the publication of the full text of 

the letter in the authentic language on the Internet site: 

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

Your request should be sent electronically to the following address: 

European Commission,   

Directorate-General Competition   

State Aid Greffe   

B-1049 Brussels   

Stateaidgreffe@ec.europa.eu  

Yours faithfully,  

For the Commission 

 

Margrethe VESTAGER 

Executive Vice-President 

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

