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Subject: State aid SA.58482 (2021/N) – Greece  

 Remuneration scheme of Hybrid Power Stations in NIIs of Greece until 

2026 

 

Excellency, 

1. PROCEDURE 

(1) Following pre-notification contacts, on 16 September 2021, Greece notified a support 

scheme (the “notified scheme”) for electricity generation from renewable energy 

sources (“RES”) and storage in Hybrid Power Stations (“HPSs”) in Non-

Interconnected Island electricity systems (NIIs) in Greece, pursuant to Article 108(3) 

of the Treaty on the Functioning of the European Union (“TFEU”). 

(2) On 11 October 2021, the Commission requested that Greece provides additional 

information, which Greece submitted on 19 October and 29 November 2021. 

(3) On 19 October 2021, Greece exceptionally agreed to waive its rights deriving from 

Article 342 TFEU in conjunction with Article 3 of Regulation (EEC) No 1/19581 and 

to have this decision notified and adopted in English. 

                                                 
1 Regulation No 1 determining the languages to be used by the European Economic Community (OJ 17, 

6.10.1958, p. 385). 
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2. DETAILED DESCRIPTION OF THE NOTIFIED SCHEME 

2.1. Background  

(4) Law 3468/20062 on generation of electricity from renewable energy sources and high 

efficiency and other provisions (“Law 3468/2006”) introduced inter alia a regulatory 

framework and a regime for the remuneration of HPS projects. Two HPSs operating 

in Ikaria and Tilos3 were built and received support under Law 3468/2006. The 

Commission approved aid to those two HPSs by Commission decision of 10 October 

2018 in case SA.38967 (2014/NN-2) - National operating aid scheme for renewable 

energy sources and highly efficient combined heat and power installations4. Until the 

date of this decision, the two HPSs in Ikaria and Tilos are the only HPSs operating in 

the Greek NIIs (see also Table 3). 

(5) The Commission decision adopted on 16 November 2016 in case SA.44666 – New 

operating aid scheme for the production of electricity from RES and CHP (the “2016 

decision”)5 included also provisions on the remuneration aid for HPSs (see recitals 

(43) and (44) of the 2016 decision). In recital (44) of the 2016 decision, Greece also 

committed “to notify separately any additional support to be granted (either by way 

of an amendment to the notified scheme, or by notifying a new support scheme) for 

the operation of those installations and not to grant them any further aid until a 

Commission decision authorizes it.”   

(6) The Commission decision adopted on 4 January 2018 in case SA.48143 (2017/N) – 

Tenders for the production of electricity from renewable energy sources and highly 

efficient combined heat and power installations (the “2018 tender decision”)6 noted 

that no aid had been granted to HPSs since the 2016 decision was adopted since the 

market participants considered the aid insufficient to develop HPSs in the Greek NIIs 

(see footnote (23) of the 2018 tender decision). Moreover, the 2018 tender decision 

provided in recital (52) that “Greece will further investigate the possibility of 

organising specific local auctions for non-interconnected islands where the 

interconnection is not foreseen under the 10-year expansion plan and where a 

sufficient number of potential hybrid RES plants exist”. 

(7) The notified scheme is part of the measures put forward by the Greek authorities to 

support the development of RES in Greece and complements the scheme for 

electricity generation from RES and high efficiency combined heat and power 

(“heCHP”) that the Commission adopted on 24 November 2021 in case SA.60064 

(2021/N) – Greek RES and heCHP scheme 2021-2025 (“the 2021 decision”)7. 

                                                 
2  Official Gazette A’ 129/27.06.2006. 
3  The HPSs on Ikaria and Tilos islands are projects implementing novel technological solutions under 

the specific conditions of Greek islands. The Tilos HPS consists of 800 kW wind power, 160 kW of 

PV and a battery storage system of 2.88 MWh/800 kW and it was funded by the Horizon program. The 

Ikaria HPS consists of 2.7 MW wind power, 3.1 MW hydro turbines, 12 pumps of 250 kW each and a 

hydro power plant of 1.05 MW. 
4  See recital (25) of the Commission decision C(2018) 6777 final of 10 October 2018, OJ C 442, 

7.12.2018, p. 2, available online at 

https://ec.europa.eu/competition/state_aid/cases/256169/256169_2027092_202_2.pdf. 
5 OJ C 83, 17.3.2017, p. 1. 
6 OJ C 198, 8.6.2018, p. 5. 
7  Not yet published. 

https://ec.europa.eu/competition/state_aid/cases/256169/256169_2027092_202_2.pdf
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2.2. Current situation and characteristics of the electricity system and 

generation in the NIIs 

2.2.1. Description of the current situation and characteristics of the 

electricity system and generation in the NIIs 

 

(8) In Greece, there are currently 29 NIIs that include 47 islands (see Table 1). Table 1 

also includes the timeline for the interconnection of each of the NIIs with the 

National Interconnected System (“NIS”). The dates set out in Table 1 are largely8 

based on the latest Ten-Year Network Development Plan (“TYNDP”) 2021-2030 of 

the Greek transmission system, which has been issued by the Greek Transmission 

System Operator - the Independent Power Transmission Operator S.A. (“IPTO”) and 

was approved9 by the Greek Regulatory Authority for Energy (“RAE”).  

Table 1 – Greek NIIs and timeline for interconnection 

No. NII Islands in NII 
  Timeline for interconnection (estimate of earliest realistic 

dates) 

1 
AGIOS. 

EFSTRATIOS 
AG.EFSTRATIOS To remain a NII system 

2 AGATHONISI AGATHONISI 2030 

3 AMORGOS AMORGOS 2025(*) 

4 ANAFI ANAFI 2025(*) 

5 ANTIKITHIRA ANTIKITHIRA To remain a NII system 

6 ARKIOI 
ARKIOI 

2030(*) 
MARATHI 

7 ASTYPALAIA ASTYPALAIA No timeline established yet 

8 GAYDOS GAVDOS To remain a NII system 

9 DONOUSA DONOUSA 2025(*) 

10 EREIKOUSA EREIKOUSA To remain a NII system 

11 THIRA 
THIRA 

2024 
THIRASIA 

12 IKARIA IKARIA 2030(*) 

13 KARPATHOS 
KARPATHOS 

2030 
KASOS 

14 CRETE CRETE 2021-2025 

15 KYTHNOS KYTHNOS 2026(*) 

16 KOS-KALYMNOS 

KOS 

2029 

PSERIMOS 

GIALI 

KALYMNOS 

LEROS 

LEIPSOI 

TELENDOS 

NISIROS 

TILOS 

17 LESVOS 
LESVOS 

2030 
MEGALONISI 

18 LIMNOS LIMNOS 2030 

19 MEGISTI MEGISTI To remain a NII system 

20 MILOS 
MILOS 

2025 
KOMOLOS 

                                                 
8  Compared to the dates in the TYNDP, for the notified scheme, Greece has decided to add 

approximately one more year to the interconnection timeline in order to anticipate reasonable delays 

and technical early-life availability issues associated with major high voltage (“HV”) interconnection 

projects. Certain smaller islands will be interconnected via distribution level, medium voltage (“MV”) 

subsea links to HV/MV sub-stations installed on neighbouring islands. Since no timeline has been 

established yet for such MV interconnections to date, an indicative one-year additional delay has also 

been assumed by Greece. 
9  RAE Decision 611/2021. 



 

4 

No. NII Islands in NII   Timeline for interconnection (estimate of earliest realistic 

dates) 21 OTHONOI OTHONOI To remain a NII system 

22 PATMOS PATMOS 2030(*) 

23 RHODES 
RHODES 

2029 
CHALKI 

24 SAMOS 

SAMOS 

2030 FOURNOI 

THYMAINA 

25 SERIFOS SERIFOS 2025 

26 SIFNOS SIFNOS 2026(*) 

27 SKYROS SKYROS 2030 

28 SIMI SIMI 2030(*) 

29 CHIOS 

CHIOS 

2030 INOUSSES 

PSARA 

(*): Interconnection at medium voltage (“MV”). No timeline established. Assumed ~1 year after high voltage (“HV”) interconnection 
of nearby NIIs. 

Source: Notification 

 

(9) The Hellenic Electricity Distribution Network Operator S.A. (HEDNO S.A.) is the 

NIIs System Operator (“HEDNO” or the “NIIs System Operator”). In this capacity, 

HEDNO is responsible for the management of the electricity systems of the NIIs, 

which includes the management of the production, market operation and the systems 

of those islands. HEDNO carries out this responsibility in accordance with the “Non-

Interconnected Islands Electrical System Management Code” provided for in Article 

130 of Law 4001/2011 (the “Code of Operation of the NIIs”). 

(10) In all those autonomous NIIs, the Public Power Corporation (“PPC”) is the only 

conventional power producer (using heavy oil or diesel as a fuel) and there are 

several RES electricity producers. In all NIIs supply of electricity is open to 

competition.  

(11) Since those 29 NIIs are currently not interconnected to the NIS10, they operate 

without a wholesale electricity market (i.e. forward electricity market, day-ahead 

electricity market, intra-day electricity market, balancing market). Consequently, 

currently, neither the electricity producers, nor the suppliers submit daily offers for 

their production of electricity or for their customers’ loads. The dispatching of the 

units by the NIIs System Operator is done in order to achieve the lowest cost while 

maximising at the same time the contribution of RES production and taking into 

account also the security of supply in those NIIs. As a result, in those NIIs there is no 

wholesale price of electricity, but a local price of electricity, calculated monthly by 

the NIIs System Operator. The calculation of the local price of electricity for each NII 

is based on the variable costs of the conventional power units for each NII, pursuant 

to Law 4001/2011 and the Code of Operation of the NIIs11. The electricity suppliers 

buy all the produced electricity (including the RES production in each NII) at that 

price. 

(12) Despite the abundant RES resources in the NIIs (in particular solar PV12 and wind13), 

more than 80 % of the electricity in the NIIs is produced by thermal generation units 

                                                 
10  Crete is a particular NII since Phase 1 of its interconnection has been finalised in 2021, but still 

waiting for the completion of Phase 2 and full interconnection (see recital (22)).  
11  Based on the decision no. 39/2014 of RAE on the electrical systems management code in non-

interconnected islands. 
12  PV stands for photovoltaic solar energy.  
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running on diesel and heavy fuel oil, with serious economic and environmental 

consequences. As it can be seen in Table 2, 83 % of the electricity demand in the NIIs 

in 201914 was covered by electricity produced in thermal generation units (which 

increases to 88 %, if the electricity demand in the NIIs does not include Crete), with 

the rest being covered by RES produced electricity. In 10 out of the 29 NIIs, the 

demand was exclusively met by thermal generation units, without any RES electricity 

production. 

Table 2 - Electricity demand, peak load, thermal and RES production in the Greek 

NIIs in 2019 

No. NII Islands in NII 

Electricity 

Demand 2019 

(MWh) 

Peak Load 

2019 

(MW) 

Thermal 

production 2019 

(MWh) 

RES 

production 

2019 

(MWh) 

1 AG. EFSTRATIOS AG.EFSTRATIOS 1,123.22 0.33 1,123.22 0.00 

2 AGATHONISI AGATHONISI 764.85 0.20 764.85 0.00 

3 AMORGOS AMORGOS 11,282.28 3.24 10,843.03 439.25 

4 ANAFI ANAFI 1,358.09 0.57 1,358.09 0.00 

5 ANTIKITHIRA ANTIKITHIRA 300.34 0.09 300.34 0.00 

6 ARKIOI ARKIOI 412.48 0.16 412.48 0.00 

MARATHI 

7 ASTYPALAIA ASTYPALAIA 7,268.05 2.34 6,736.68 531.37 

8 GAYDOS GAVDOS 512.22 0.14 512.22 0.00 

9 DONOUSA DONOUSA 1,124.75 0.51 1,124.75 0.00 

10 EREIKOUSA EREIKOUSA 819.64 0.45 819.64 0.00 

11 THIRA THIRA 217,104.95 51.60 216,686.27 418.68 

THIRASIA 

12 IKARIA IKARIA 28,692.33 7.94 24,475.20 4,217.13 

13 KARPATHOS KARPATHOS 39,804.59 11.46 35,272.42 4,532.17 

KASOS 

14 CRETE CRETE 3,083,427.23 676.40 2,438,384.33 645,042.90 

15 KYTHNOS KYTHNOS 9,999.84 3.42 9,606.20 393.64 

16 KOS-KALYMNOS KOS 405,384.93 100.60 356,598.12 48,786.81 

PSERIMOS 

GIALI 

KALYMNOS 

LEROS 

LEIPSOI 

TELENDOS 

NISIROS 

TILOS 

17 LESVOS LESVOS 299,922.81 65.38 254,641.99 45,280.82 

MEGALONISI 

18 LIMNOS LIMNOS 60,724.27 14.00 51,555.25 9,169.02 

19 MEGISTI MEGISTI 3,866.38 1.09 3,866.38 0.00 

20 MILOS MILOS 52,479.32 12.72 45,780.20 6,699.12 

KIMOLOS 

21 OTHONOI OTHONOI 628.75 0.30 628.75 0.00 

22 PATMOS PATMOS 19,569.65 5.63 16,748.26 2,821.39 

23 RHODES RHODES 867,270.72 215.90 759,375.03 107,895.69 

CHALKI 

24 SAMOS SAMOS 140,629.25 29.90 112,611.77 28,017.48 

FOURNOI 

THYMAINA 

25 SERIFOS SERIFOS 9,182.90 3.80 9,017.74 165.16 

26 SIFNOS SIFNOS 19,344.29 6.51 17,585.26 1,759.03 

27 SKYROS SKYROS 16,126.12 4.20 15,694.04 432.08 

28 SIMI SIMI 14,899.97 4.00 14,649.18 250.79 

29 CHIOS CHIOS 206,907.82 45.30 187,818.39 19,089.43 

INOUSSES 

PSARA 

  TOTAL (without Crete) 2,437,504.79 591.76 2,156,605.75 280,899.04 

                                                                                                                                                 
13  When referring to wind technology, the decision refers to “onshore” wind technology. The framework 

for developing offshore wind in Greece is currently under development and is not covered by other 

State aid decisions or the notified scheme. 
14  Data from 2019 is considered more relevant because of the COVID-19 pandemic. 
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No. NII Islands in NII Electricity 

Demand 2019 

(MWh) 

Peak Load 

2019 

(MW) 

Thermal 

production 2019 

(MWh) 

RES 

production 

2019 

(MWh) 

  TOTAL (with Crete) 5,520,932.02 1,268.16 4,594,990.08 925,941.94 

Source: Notification 

 

(13) The installed RES capacity in the NIIs is still very small, amounting in 2019 to 

around 440 MW (including Crete), while the installed thermal generation capacity 

amounted to around 1,490 MW (including Crete) (see Table 3). The installation of 

new RES units has stalled in the last years mainly because of the saturated grids in 

the respective NIIs15. New grid connection applications for RES projects are not 

submitted as the system hosting capacity in those NIIs has reached its limit. Without 

further investments in the interconnections of the NIIs to the NIS, Greece confirms 

that the level of RES in the NIIs, currently estimated to around 20 % of the annual 

electricity demand, can be increased further only by adding storage facilities to 

support new RES units, in the form of HPSs.    

Table 3 - Installed thermal and RES generation capacity in the Greek NIIs in 2019 

No. NII Islands in NII 

Installed 

thermal 

generation 

capacity 

2019 

(MW) 

Installed RES capacity 2019 (MW) 

Total 

(MW) 

Wind 

(MW) 

PVs 

(MW) 

Small 

Hydro 

(MW) 

Hybrid 

RES 

(MW) 

Biomass-

Biogas 

(MW) 

1 
AG. 

EFSTRATIOS 

AG.EFSTRATI

OS 
0.76 0.00 0.00 0.00 0.00 0.00 0.00 

2 AGATHONISI AGATHONISI 0.52 0.00 0.00 0.00 0.00 0.00 0.00 

3 AMORGOS AMORGOS 4.92 0.29 0.00 0.29 0.00 0.00 0.00 

4 ANAFI ANAFI 1.10 0.00 0.00 0.00 0.00 0.00 0.00 

5 ANTIKITHIRA ANTIKITHIRA 0.36 0.00 0.00 0.00 0.00 0.00 0.00 

6 ARKIOI 
ARKIOI 

0.36 0.00 0.00 0.00 0.00 0.00 0.00 
MARATHI 

7 ASTYPALAIA ASTYPALAIA 4.00 0.32 0.00 0.32 0.00 0.00 0.00 

8 GAYDOS GAVDOS 0.36 0.00 0.00 0.00 0.00 0.00 0.00 

9 DONOUSA DONOUSA 0.94 0.00 0.00 0.00 0.00 0.00 0.00 

10 EREIKOUSA EREIKOUSA 0.71 0.00 0.00 0.00 0.00 0.00 0.00 

11 THIRA 
THIRA 

57.40 0.25 0.00 0.25 0.00 0.00 0.00 
THIRASIA 

12 IKARIA IKARIA 15.92 3.94 0.99 0.40 0.00 2.55 0.00 

13 KARPATHOS 
KARPATHOS 

16.60 2.56 1.40 1.16 0.00 0.00 0.00 
KASOS 

14 CRETE CRETE 687.00 279.38 200.29 78.29 0.30 0.00 0.50 

15 KYTHNOS KYTHNOS 5.20 0.91 0.67 0.24 0.00 0.00 0.00 

16 
KOS-

KALYMNOS 

KOS 

118.30 24.38 15.20 8.78 0.00 0.40 0.00 

PSERIMOS 

GIALI 

KALYMNOS 

LEROS 

LEIPSOI 

TELENDOS 

NISIROS 

TILOS 

17 LESVOS 
LESVOS 

81.30 22.79 13.95 8.84 0.00 0.00 0.00 
MEGALONISI 

                                                 
15  Greece explains that in the NIIs, saturation issues are not related to network hosting capacity, as in the 

mainland, but to the capacity of the entire system to accommodate additional RES, without excessive 

curtailments. Currently, typical curtailment levels of 15 % are encountered in NIIs (while there are 

also NIIs with annual curtailments higher than 20 %). These are due to technical constraints introduced 

by the conventional units (technical minimum loading, limited fast reserves etc.) when faced with 

stochastic RES production. In recognition of this fact, RAE issues RES hosting capacity margins per 

NII, which cannot be exceeded to prevent excessive curtailments, beyond current levels. Currently, 

hosting capacities in most islands have been reached and therefore NIIs are not open to new RES 

applications. 



 

7 

No. NII Islands in NII 

Installed 

thermal 

generation 

capacity 

2019 

(MW) 

Installed RES capacity 2019 (MW) 

Total 

(MW) 

Wind 

(MW) 

PVs 

(MW) 

Small 

Hydro 

(MW) 

Hybrid 

RES 

(MW) 

Biomass-

Biogas 

(MW) 

18 LIMNOS LIMNOS 21.80 4.93 3.04 1.89 0.00 0.00 0.00 

19 MEGISTI MEGISTI 1.45 0.00 0.00 0.00 0.00 0.00 0.00 

20 MILOS 
MILOS 

19.00 3.27 2.65 0.62 0.00 0.00 0.00 
KIMOLOS 

21 OTHONOI OTHONOI 0.62 0.00 0.00 0.00 0.00 0.00 0.00 

22 PATMOS PATMOS 7.60 1.35 1.20 0.15 0.00 0.00 0.00 

23 RHODES 
RHODES 

305.53 66.71 48.55 18.16 0.00 0.00 0.00 
CHALKI 

24 SAMOS 

SAMOS 

47.00 12.52 8.15 4.37 0.00 0.00 0.00 FOURNOI 

THYMAINA 

25 SERIFOS SERIFOS 4.90 0.10 0.00 0.10 0.00 0.00 0.00 

26 SIFNOS SIFNOS 9.00 1.40 1.20 0.20 0.00 0.00 0.00 

27 SKYROS SKYROS 6.50 0.32 0.00 0.32 0.00 0.00 0.00 

28 SIMI SIMI 5.60 0.19 0.00 0.19 0.00 0.00 0.00 

29 CHIOS 

CHIOS 

64.45 14.02 8.85 5.17 0.00 0.00 0.00 INOUSSES 

PSARA 

  TOTAL (without Crete) 802.20 160.25 105.85 51.45 0.00 2.95 0.00 

  TOTAL (with Crete) 1489.20 439.63 306.14 129.7 0.30 2.95 0.50 

Source: Notification 

 

(14) Since 2016, Greece notes that there has been an increasing interest in the 

establishment of HPS projects in the NIIs, due to the reduction of the cost of storage 

facilities and the improvement in their operational characteristics. In particular, whilst 

approximately 20 production licences for the development of HPSs in the NIIs had 

been granted up until the end of 2015, more than 130 new production licences for 

HPS projects have been granted since 2016 and another 27 applications for such 

licences were in the process of being assessed by RAE at the end of 2019 (see Table 

4).  

(15) The aggregate HPS hosting capacity of all existing NII systems, excluding Crete, is 

currently estimated at 144 MW (see Table 4). The aggregate HPS hosting capacity is 

defined as the maximum guaranteed power capacity of HPSs that can be installed in 

an NII. The calculation of the aggregate HPS hosting capacity is either determined 

and approved by RAE for certain NIIs16, or it is calculated as 25 % of the annual peak 

demand for each of the remaining NII systems17 (see Table 4). The guaranteed 

capacity of already licensed HPSs in all NII, excluding Crete, stood in 2019 at around 

190 MW, while an additional 156 MW guaranteed capacity of HPS applications for 

production licences were under evaluation at the end of 2019. Further, as soon as the 

notified scheme is approved, Greece estimates that numerous additional HPS projects 

are expected to come forward, given the high interest that investors expressed for 

HPSs in the NIIs. Consequently, the licences issued to date concern a volume of 

capacity well in excess of the existing limitations on aggregate HPS hosting capacity 

in the majority of the NIIs. 

Table 4 - HPS licences and applications in the NIIs (2019) 

                                                 
16  Based on RAE Decision 616/2016. 
17   Estimations based on past studies carried out by the NIIs System Operator.  
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No. NII 

HPS 

hosting  

capacity 

(MW) 

Number 

of HPS  

licences 

Capacity of 

licences  

(storage 

guaranteed) 

(MW) 

Capacity 

of licences  

(RES 

units) 

(MW) 

Number of 

HPS 

applications 

 (pending 

evaluation) 

Capacity of 

applications 

(storage 

guaranteed) 

(MW) 

Capacity of 

applications 

(RES units) 

(MW) 

Number of 

companies  

with licenses or 

applications in 

evaluation 

1 AG. EFSTRATIOS 0.08 - 
  

- 
   

2 AGATHONISI 0.05 1 0.06 0.23 - 
  

1 

3 AMORGOS 0.81 5 5.00 13.92 1 15.00 22.40 3 

4 ANAFI 0.14 3 0.61 1.58 - 
  

3 

5 ANTIKITHIRA 0.02 1 0.02 0.08 - 
  

1 

6 ARKIOI 0.04 1 0.03 0.11 - 
  

1 

7 ASTYPALAIA 0.59 - 
  

5 2.84 6.96 2 

8 GAYDOS 0.03 1 0.04 0.14 - 
  

1 

9 DONOUSA 0.13 2 0.12 0.43 - 
  

2 

10 EREIKOUSA 0.11 1 0.08 0.28 - 
  

1 

11 THIRA 12.90 - 
  

- 
   

12 IKARIA(*) 2.55 1 2.55 2.70 - 
  

1 

13 
KARPATHOS 
(*) 

3.50 4 10.95 17.00 1 2.00 2.00 4 

14 CRETE(**) 120.00 51 359.02 648.71 11 203.45 367.70 15 

15 KYTHNOS 0.86 3 2.80 4.98 1 0.73 2.69 3 

16 
KOS-
KALYMNOS(*) 

32.50 27 43.35 118.49 1 0.60 0.96 7 

17 LESVOS(*) 17.50 3 21.00 30.40 5 15.37 25.98 3 

18 LIMNOS 3.50 5 10.13 23.68 1 3.00 6.00 4 

19 MEGISTI 0.27 - 
  

1 0.18 0.99 1 

20 MILOS 3.18 - 
  

- 
   

21 OTHONOI 0.07 1 0.05 0.20 - 
  

1 

22 PATMOS 1.41 9 6.14 16.43 - 
  

3 

23 RHODES(*) 37.50 15 68.00 176.20 5 99.00 214.90 5 

24 SAMOS(*) 10.00 5 1.45 3.39 - 
  

2 

25 SERIFOS 0.95 3 3.15 6.52 - 
  

2 

26 SIFNOS 1.63 4 4.15 10.90 1 8.00 11.50 3 

27 SKYROS 1.05 3 2.90 8.23 2 2.10 3.59 4 

28 SIMI 1.00 - 
  

4 4.87 11.57 2 

29 CHIOS 11.33 3 7.75 17.99 1 3.00 6.00 3 

  

TOTAL (without 

Crete) 
143.70 101 190.33 453.89 29 156,69 315,54 63 

  

TOTAL  

(with Crete) 
263.70 152 549.35 1,102.6 40 360,14 683,24 78 

(*): Non-interconnected island systems with specific HPS hosting capacities approved by NRA. HPS hosting margin for other islands 

= 25% of peak demand. 
(**): Indicative margin for Crete, reflecting targeted capacity of mature HPS projects. 

(***): Additional HPS applications, involving island interconnections not foreseen in the official TYNDP, are not included in this 

table. 

Source: Notification. 

 

(16) As regards the permits that the HPSs need to obtain, Greece explains that the 

procedures for granting those permits is similar to the procedures in place for 

receiving the RES and storage permits in the mainland18. However, obtaining the 

                                                 
18  These permits include:  

i. the production certificate, previously known as the production licence (application submitted to 

RAE);  

ii. the approval of the environmental impact assessment (application to the Ministry of 

Environment and Energy or the Decentralised Regional Environmental Authority for an 

approval of the environmental impact assessment). The application of the investor is also 

forwarded for consultation to the Central Military service, the Municipal Council, the Civil 

Aviation Service, the Archaeological Service, the Ministry of Tourism and the entities for the 

management of protected areas etc.); includes also the approval for installation in forest lands (in 

case the installation is in forest land);  

iii. the grid connection offer and grid connection contract (application to the NII System Operator to 

issue a grid connection offer. The grid connection offer is followed by the conclusion of the grid 

connection contract with the NII System Operator);  

iv. the installation licence (application to the Ministry of Environment and Energy or the 

Decentralised Regional Authority to grant an installation licence. The application must be 
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permits in the NIIs poses some specific difficulties, which impacts the duration of 

obtaining those permits. Greece mentions that the duration of the permit issuing 

process will primarily depend on the process applied depending on the size and 

technology of the RES and storage components of the HPS, as well as on the location 

of the project, especially in cases where the projects are planned in protected areas 

(e.g. in Natura 2000 areas). According to Greece, granting the environmental permit 

is definitely the most time-consuming process, since it involves consultations with a 

significant number of authorities, which have to issue their opinion, including 

consultations at regional level. That process typically requires at least one year. 

Moreover, Greece clarifies that the acceptance from local municipalities and potential 

opposition by organised interest groups constitute major impediments for an 

increasing number of projects, particularly in the islands, where the planning and 

permitting process may prove to be disproportionate compared to the relatively small 

number and size of HPS projects. In that respect, while in the mainland it would take 

immature projects between 2-4 years to obtain the necessary licensing and to be 

commissioned (see recitals (47) and (90) of the 2021 decision), Greece submits that, 

overall, the typical period required for any HPS project to reach maturity in the NIIs 

will range between 2-6 years, with wind power and pumped storage being 

characterised by even longer planning delays. 

(17) In light of the new developments in the NIIs, in particular the prospect of 

interconnection of most of the NIIs with the NIS in the medium to long-term and the 

considerable interest expressed by potential investors, Greece has decided to notify a 

support scheme for HPSs in the NIIs.  

2.2.2. Description of the particular circumstances in Crete 

(18) Crete’s electricity system is operated autonomously and is fed by three thermal power 

plants (TPP) in Chania, Linoperamata and Atherinolakkos (see Table 5) and by a 

number of RES plants – around 200 MW wind and 100 MW solar PV plants (see also 

Table 3). Over the three-year period 2017-2019, annual electricity demand in Crete 

was 3.1-3.2 TWh, with an annual peak of 650-700 MW.  

Table 5 - Thermal stations in Crete 

No. Unit Type Fuel Power Station 

Max 

output 

(MW) 

In service 

since 

Expected 

decommissioning 

1 D1 ICE HFO Atherinolakkos 50 2004 2034 

2 D2 ICE HFO 50 2004 2034 

3 STEAM1 STT HFO 46,3 2007 2025 

4 STEAM2 STT HFO 46,3 2008 2025 

5 GAS I OCGT Diesel Linoperamata 8,2 1973 2025 

6 GAS II OCGT Diesel 8,2 1973 2025 

7 GAS III OCGT Diesel 34,7 2002 2032 

8 GAS IV OCGT Diesel 12,2 2001 2031 

9 GAS V OCGT Diesel 24,65 2003 2033 

10 D I ICE HFO 10 1989 2025 

11 D II ICE HFO 10 1989 2025 

12 D III ICE HFO 10 1990 2025 

13 D IV ICE HFO 10 1990 2025 

14 STEAM II STT HFO 12,8 1971 2025 

15 STEAM III STT HFO 12,8 1971 2025 

                                                                                                                                                 
accompanied by the following documents: the production certificate, the grid connection offer, 

letter of guarantee, approval of environmental terms, right of legal use of the installation site.);  

v. the building permit (application to the Regional Urban Planning Authorities for building 

permits). 
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16 STEAM IV STT HFO 20,2 1977 2025 

17 STEAM V STT HFO 23 1981 2025 

18 STEAM VI STT HFO 23 1981 2025 

19 GAS IV OCGT Diesel Chania 17,25 1980 2025 

20 GAS V OCGT Diesel 26,8 1980 2025 

21 GAS XI OCGT Diesel 49,3 1998 2028 

22 GAS XII OCGT Diesel 49,3 1998 2028 

23 GAS II-ΧΙΙΙ OCGT Diesel 24,65 2003 2033 

24 Combined Cycle CCGT Diesel 107 1995 2030 

 Total: 687 MW     

ICE: Internal Combustion Engine, STT: Steam Turbine, OCGT: Open Cycle Gas Turbine, CCGT: Combined Cycle Gas Turbine 
HFO: High Fuel Oil  

Source: Notification 

 

(19) The maximum summer power output of the 24 installed thermal power units is less 

than 700 MW (see Table 5). During the summer period of high demand, Crete 

systematically suffers from a capacity shortfall. In recent years, this shortfall has been 

covered by renting portable diesel-fuelled generating sets for those months, which are 

very costly because of the fuel used. For instance, the average annual variable cost 

over the three-year period 2017-19 for renting generating sets was in the range of 

140-180 EUR/MWh. A capacity of 58 MW of portable diesel generating sets were 

rented for the summer periods of 2019 and 2020 respectively. 

(20) As can be seen from Table 5, Crete’s electricity production system is also old, with 

13 of the 24 thermal plants (accounting for 192 MW) having been in service for 30 

years, and 7 of those (account for 106 MW) for at least 40 years.  

(21) The exemption provided for in Article 34 of Directive 2010/75/EU on industrial 

emissions19 (“IED”), which sets acceptable limits for industrial emissions of gaseous 

pollutants for the majority of oil units in Crete – which was classed as a ‘small 

isolated system’ as defined in Article 2(26) of Directive 2009/72/EC concerning 

common rules for the internal market in electricity20 – expired on 1 January 2020. 

The electricity generation plants in Crete covered by the IED have either complied 

with the emission limits laid down in the IED or have been subject to restrictions on 

their operating time or maximum capacity, in accordance with the provisions of the 

IED. As regards steam units in particular, five of the seven units (no. 18-20 and 23-24 

in Table 5) need to be withdrawn in order to ensure full compliance of electricity 

production capacity with the provisions of the IED. Greece explains that this 

withdrawal will have a direct impact on capacity sufficiency and the reliability of 

electricity supply in the local system. 

(22) Crete will be interconnected with the NIS in two phases. The first phase (Phase 1) 

involves an interconnection of 150 kV alternating current (“AC”) with the 

Peloponnese, which under normal operations will have a charging capacity of 

approximately 150 MW. Phase 1 has been completed in 2021. The second phase 

(Phase 2) involves an interconnection with Attica with a nominal capacity of 2x500 

MW of high voltage direct current (“DC”), estimated to be completed and fully 

                                                 
19  Directive 2010/75/EU of the European Parliament and of the Council of 24 November 2010 on 

industrial emissions (integrated pollution prevention and control), OJ L 334, 17.12.2010, p. 17. 
20  Directive 2009/72/EC of the European Parliament and of the Council of 13 July 2009 concerning 

common rules for the internal market in electricity and repealing Directive 2003/54/EC, OJ L 211, 

14.8.2009, p. 55. Directive 2009/72/EC was repealed by Directive 2019/944 of the European 

Parliament and of the Council of 5 June 2019 on common rules for the internal market for electricity 

and amending Directive 2012/27/EU, OJ L 158, 14.6.2019, p. 125. 
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operational by 2025 or earlier. The combined transmission capacity of the AC and 

DC interconnections in Crete is approximately 800 MW when fully available. 

(23) Until the completion of Phase 2, which would mean the full interconnection of Crete 

to the NIS, Greece explains that an electricity generation capacity shortage exists in 

Crete. In that respect, Greece submitted to the Commission an evaluation of Crete’s 

electricity generation capacity shortage until 2025 carried out by IPTO in February 

2021 (“the IPTO study”). Although Crete’s AC electricity interconnection with the 

Peloponnese (Phase 1) contributes positively to the island’s electricity supply, the 

IPTO study finds that the capacity deficit in Crete to secure reliability of supply and 

compliance of existing generation with the IED is estimated between 90 MW and 140 

MW, depending on the evaluation method used and the various assumptions 

concerning the development of demand and RES generation on the island. According 

to Greece, failure to address that deficit will result in annual load curtailments, which 

can be quantified up to 140 MW in terms of power and to more than 3 GWh per year 

in terms of energy (Expected Energy Not Served (“EENS”)), while load shedding 

could be taking place over a duration of up to ca. 100 hours per year (Loss Of Load 

Expectation (“LOLE”)), according to the employed probabilistic assessment 

methodology. Greece explains that curtailments will take place mostly in the high 

demand summer season and will have a strong negative impact on the economy and 

social activity on the island that would be entirely unacceptable. Using an estimate of 

EUR 10 000/MWh for the Value of Lost Load (VOLL), Greece estimates that the 

annual cost of not addressing this electricity generation shortage in Crete is around 

EUR 34 million, with a significant impact for the economy of the island, in principal 

on tourism.  

(24) Over the last five years, the Greek authorities, RAE, IPTO, HEDNO and PPC have 

explored a number of solutions to address the generation capacity adequacy shortage 

in Crete, the compliance with the IED and the generation cost in Crete. First, PPC, as 

the owner of the conventional thermal power units, has implemented upgrades and 

refurbishments of certain generating units to ensure environmental compliance and 

extend their lifetime beyond the typical 30-35 years of service life, to allow 

continuation of their operation. Additional upgrades to ensure full compliance of the 

entire generation fleet were ruled out due to extreme cost that could not be recovered 

in the brief period until the completion of the island's interconnection to the NIS. 

Second, over the previous years (2018-2020) a major initiative was launched by RAE 

to investigate natural gas (LNG) based generation options for Crete, in direct 

collaboration with IPTO and HEDNO (the “System Operators”), PPC and the 

Hellenic Gas Transmission System Operator (DESFA S.A.). LNG-fired units 

constitute relatively clean generation, with a variable operating cost much lower than 

diesel-based units. Within that framework, all available options were evaluated (i.e. 

fuel conversion of existing units, establishment of new LNG-fired plants, with land 

based or floating LNG storage and regasification, floating LNG production units 

etc.). Eventually it was determined that appropriately sized solutions could not be 

deployed in the required time frame, while such units would be uncompetitive in the 

mainland market in the period post-interconnection of the NII and therefore they 

would not be able to recover their costs. Similarly, RAE has issued production 

licences to independent producers other than PPC for transportable LNG- and land-

based LPG-fired solutions, but none of those projects is progressing to 

implementation due to their increased cost and low competitiveness in the market. 

Greece clarifies that all conventional generation solutions require generous subsidies 

to amortise the greatest part of their fixed cost over a short period, through capacity 
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payments or power purchase agreements with guaranteed quantities and prices, none 

of which can be justified in a competitive market environment.  

(25) After assessing the possible solutions presented in recital (24), Greece has concluded 

that the current proposal to support the immediate implementation of a limited 

capacity of HPS in Crete is the most appropriate measure to provide major relief to 

the acute electricity generation capacity shortage of the island. The Greek authorities 

consider that HPSs are the optimal solution to procure the targeted additional 

capacity, as they address the interim capacity adequacy needs of Crete and at the 

same time provide long-term value to the local grid and the NIS post-interconnection 

of the island. 

(26) This new HPS capacity will not immediately lead to the decommissioning of thermal 

units, as the latter may still be needed to meet load demand in case of emergencies 

(e.g. following major power station failure events, impacting more than one 

generating units) or during the peak demand season (summer) until the complete 

interconnection of the island. Once the DC interconnection is up and running 

(Phase II), Greece plans to phase out the existing thermal plants over a period of ten 

years, based on their condition and age. Based on the analyses carried out by IPTO 

and the Hellenic Electricity Distribution Network Operator (“DEDDIE”) over that 

period, according to Greece, it should be possible – assuming full availability of 

interconnections – to supply Crete with electricity using exclusively the 

interconnections and local RES production, without any need for conventional 

thermal units. Greece clarifies that a certain amount of capacity of conventional 

thermal power plants (or equivalent) might need to remain available outside the 

market (for instance in a reserve) after the full interconnection of Crete to the NIS to 

ensure the reliability of electricity supply in the event of exceptional incidents of full 

loss of DC interconnection. Greece estimated this capacity at 200-400 MW for 2030, 

depending on the evolution of demand, development of RES plants, etc. Greece 

commits to notify any State aid to be granted to such conventional thermal power 

plants if they remain in reserve until they are fully decommissioned. 

2.3. Objective of the notified scheme 

(27) The objective of the notified scheme is to support combined investments in RES and 

electricity storage in the Greek NIIs. The aggregate electricity generating stations 

comprising at least one form of RES generation unit, i.e. solar PV and wind (see 

recital (100)), and an electricity storage facility, which operate in tandem and under 

common management, form an HPS. HPSs are fully dispatchable power plants. 

(28) The first main objective of the notified scheme is to increase the level of RES in the 

energy mix of the NIIs in Greece, currently estimated to around 20 % of the annual 

electricity demand (see recital (13)) to levels of up to 50 % of the annual electrical 

energy demand on each NII. In this way, the notified scheme will incentivise 

electricity production from RES in order to contribute to the achievement of the 

targets set by Directive (EU) 2018/2001 on the promotion of the use of energy from 

renewable sources (the “RED II”)21 and Regulation (EU) 2018/1999 on the 

                                                 
21 Directive (EU) 2018/2001 of the European Parliament and of the Council of 11 December 2018 on the 

promotion of the use of energy from renewable sources, OJ L 328, 21.12.2018, p. 82. 
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Governance of the Energy Union and Climate Action (the “Governance 

Regulation”)22. 

(29) Greece’s final integrated national energy and climate plan (the “Greek NECP”)23 has 

set its national contribution to the Union 2030 target of renewable energy at 35 %, 

which, according to Greece, is more ambitious than the result of the formula in 

Annex II of the Governance Regulation. This minimum RES share of 35 % in gross 

final energy consumption to be achieved by 2030 translates to almost 65 % RES in 

domestic power generation in Greece. The trajectory towards reaching that 

contribution needs to be compatible with Article 4 of the Governance Regulation.  

(30) The notified scheme will also contribute to achieving the common Union target of at 

least 32 % share of RES in energy consumption in 2030 set by RED II24. It will also 

help to meet the goals set by the Commission in the European Green Deal, in 

particular, the supply of clean, affordable and secure energy.25  

(31) The notified scheme will therefore significantly contribute to the achievement of the 

national target for RES share of gross final energy consumption by 2030 and overall 

to the relevant Union 2030 energy and climate targets. In particular, according to the 

Greek authorities, it will provide investment security, access to finance for the 

commissioning of those projects, resulting ultimately in the installation of a volume 

of new RES plants for electricity production that could not be realised without the 

existence of this notified scheme. 

(32) In recital (13) of the 2021 decision, Greece already confirmed that a residual market 

failure exists in the production of electricity from RES and heCHP in Greece. Greece 

confirms that a residual market failure exists also in the production of electricity from 

HPSs in the NIIs of Greece. In particular, according to Greece, the market alone 

cannot bring about efficient results in terms of incentivising investments in HPSs, 

addressing access to finance and attaining the Union environmental targets overall. 

(33) According to Greece, the production of RES electricity from the HPS still requires 

financial support to ensure the HPSs investments. The levelised costs of producing 

                                                 
22  Regulation (EU) 2018/1999 of the European Parliament and of the Council of 11 December 2018 on 

the Governance of the Energy Union and Climate Action, amending Regulations (EC) No 663/2009 

and (EC) No 715/2009 of the European Parliament and of the Council, Directives 94/22/EC, 98/70/EC, 

2009/31/EC, 2009/73/EC, 2010/31/EU, 2012/27/EU and 2013/30/EU of the European Parliament and 

of the Council, Council Directives 2009/119/EC and (EU) 2015/652 and repealing Regulation (EU) 

No 525/2013 of the European Parliament and of the Council, OJ L 328, 21.12.2018, p. 1 
23 https://ec.europa.eu/energy/sites/ener/files/el_final_necp_main_en.pdf. 
24  On 14 July 2021 the European Commission adopted the 'fit for 55' package, adapting existing climate 

and energy legislation to meet the new EU objective of a minimum 55 % reduction in greenhouse gas 

(GHG) emissions by 2030 (Proposal for a Directive of the European Parliament and of the Council 

amending Directive (EU) 2018/2001 of the European Parliament and of the Council, Regulation (EU) 

2018/1999 of the European Parliament and of the Council and Directive 98/70/EC of the European 

Parliament and of the Council as regards the promotion of energy from renewable sources, and 

repealing Council Directive (EU) 2015/652, COM(2021) 557 final, 14.7.2021). The fit for 55 package 

is part of the European Green Deal that aims to put the EU on the path towards climate neutrality by 

2050. One element in the fit for 55 package is the revision of RED II to help the EU deliver the new 

55 % GHG target. The revised RED II sets a new EU target of a minimum 40 % share of RES in final 

energy consumption by 2030, together with new sectoral targets. 
25 Communication from the Commission to the European Parliament, the European Council, the Council, 

the European Economic and Social Committee and the Committee of the Regions from 11 December 

2019 (COM/2019/640). 

https://ec.europa.eu/energy/sites/ener/files/el_final_necp_main_en.pdf
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energy (“LCOE”) of HPSs is substantially higher than the LCOEs of the respective 

RES parts, due to the storage facilities of high capacity employed in the HPSs. 

(34) The notified scheme provides a safety net, without which the operation of HPSs 

would not be economically viable in the NIIs in Greece. The aid has an effect of 

incentivising the beneficiaries to change their behaviour, i.e. to invest in HPSs. 

Greece submits that HPSs will not be deployed at the required scale and pace in the 

absence of the aid granted under the notified scheme.  

(35) According to Greece, the second objective of the notified scheme is to reinforce the 

security of electricity supply of the NIIs. As dispatchable power plants, HPSs will 

effectively contribute towards the capacity adequacy of those NIIs in a more 

environmentally-friendly way, by replacing thermal energy units at times of low 

energy production from intermittent RES (mainly wind and solar PV). Therefore, 

they will reduce the need to operate and to further develop thermal generation units in 

those islands, which are environmentally unsustainable and socially unacceptable. 

Hence the HPS facilitates the integration of increasing volumes of RES electricity 

into the system, thus also reinforcing security of supply.  

(36) Finally, the third objective of the notified scheme is the development of HPSs at the 

lowest cost for consumers. 

(37) According to Greece, the notified scheme constitutes part of the wider umbrella of 

the “Clean energy for EU islands” initiative26, which Greece also signed on 18 May 

2017. This initiative promotes the energy self-reliance of islands, encourages the 

reduction of the dependency on costly imported fossil fuels, and aims to facilitate the 

delivery of the best available clean technologies to islands. 

(38) Greece estimates an average yearly CO2 reduction due to the notified scheme 

amounted of around 500 000 mtCO2. For the whole duration of 20 years reflecting 

the contracts concluded under the notified scheme, Greece estimates that the total 

reduction will reach around 10 million mtCO2. 

2.4. National legal basis 

(39) The national legal basis for the notified scheme is:  

i. Law 3468/2006 (in particular its articles 6, 10); 

ii. Law 4414/201627 on a new support scheme for renewable energy sources and 

high efficiency combined heat and power installations - Provisions concerning the 

legal and administrative unbundling of natural gas supply and distribution and 

miscellaneous provisions (in particular its articles 13, 21); 

iii. Law 4643/201928 on the liberalization of the energy market, modernization of 

PPC, privatization of DEPA and support of RES and other provisions (in 

particular its article 22); 

                                                 
26  On 18 May 2017, the European Commission, together with 14 Member States, signed the "Political 

Declaration on Clean Energy For EU Islands". In cooperation with the European Parliament, in 2018 

the Commission set up a Secretariat to deliver the objectives of the Clean Energy for EU Islands 

Initiative. The Secretariat acts as a platform of exchange of best practice for islands' stakeholders and 

provides dedicated capacity building and advisory services. 
27  Official Gazette A’ 149/09.08.2016. 
28  Official Gazette A’ 193/03.12.2019. 
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iv. Regulation 304 on NIIs published on 11 February 2014. 

(40) The legislative and regulatory measures implementing the notified scheme will be 

adopted once Greece is notified of the Commission’s decision approving the notified 

scheme. 

2.5. Description of the notified scheme 

(41) The choice of NIIs where the implementation of HPS projects will be appropriate, the 

hosting capacity per NII and the specific features of the HPSs (e.g. storage capacity, 

RES unit sizing) will be determined by means of a RAE decision upon a 

recommendation of the NII System Operator, so as to ensure that the projects are 

consistent with the needs and specificities of each NII. In selecting the NIIs where the 

establishment of HPSs will be possible, RAE will take into account the time up until 

the scheduled interconnection of these NIIs with the NIS and the need for 

maintaining reserve capacity on the islands to secure continuity of electricity supply 

post their interconnection to the NIS.  

(42) Greece clarified that for the eight (8) of the 29 NIIs (namely, Amorgos, Anafi, 

Donousa, Thira, Kythnos, Milos, Serifos and Sifnos, that include 10 islands) that are 

scheduled to be interconnected to the NIS in the next five (5) years (i.e. by 2026 at 

the latest) (see Table 1), their inclusion in the notified scheme will depend on the 

outcome of studies that will be conducted by the competent System Operators 

(HEDNO as the NII System Operator and IPTO) and ratified by RAE, to validate 

whether a substantial generation capacity is required to remain in reserve on each 

island after its interconnection, for security of supply purposes in major network 

failure conditions29. Where this is the case, the deployment of HPSs would still make 

sense as a substitute to conventional generation in cold reserve and the islands could 

therefore still be targeted by the notified scheme. Such HPSs will be fully operational 

after the interconnection of the islands to the NIS and will enhance continuity of 

supply of the local systems. The back-up capacity that may be needed in those eight 

NIIs is not yet known, as it will be estimated through the targeted studies that will be 

conducted by the System Operators and validated by RAE. However, the maximum 

local capacity needs of the eight NIIs will not exceed their aggregate peak demand, 

based on pre-COVID19 (i.e. year 2019) peak demand data, which amounts to 82.37 

MW. The share of HPSs in the fulfilment of the capacity adequacy needs of a NII 

could represent up to 20-30 % of peak demand, i.e. approximately 20 MW for the 

eight NIIs. If the outcome of the studies conclude that deployment of HPSs in the 

eight NIIs is necessary, the support for those HPSs will be granted in a call for tender, 

in line with the conditions provided in section 2.5.4.1.   

                                                 
29  According to Greece, major network failures go beyond N-1 criterion, as the TSO and RAE may select 

to secure island supply against selected N-2 contingencies that are deemed possible and warrant 

measures. N-1 is a basic planning criterion as regards resilience of networks: following the loss of any 

single element, the network facilities remaining in service, enhanced by local back-up resources where 

necessary, should ensure continuity of supply without any need for load shedding. In case of island 

interconnections through submarine links, interconnector failures may take more than 1 month to 

repair, while alternate supply paths may not suffice to address peak demand. In such cases, back-up 

resources on the NII are needed to secure supply of load demand.  

The ‘(N-1) criterion’ means the rule according to which the elements remaining in operation within a 

TSO's control area after occurrence of a contingency are capable of accommodating the new 

operational situation without violating operational security limits (see:https://eur-lex.europa.eu/legal-

content/EN/TXT/PDF/?uri=CELEX:02017R1485-20210315&from=EN).  

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02017R1485-20210315&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02017R1485-20210315&from=EN
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(43) According to Greece, the design of the notified scheme for the establishment of HPS 

projects in the NIIs takes into account the new circumstances in the NIIs (see recitals 

(14) and (15)). Greece has notified the following types of measures under the notified 

scheme, broken down as follows:  

1. Measure 1: support granted for HPSs in six small NIIs that will not be 

interconnected (Agios Efstratios, Antikithira, Gavdos, Ereikousa, Megisti, 

Othonoi) (“the six small NIIs”);  

2. Measure 2: support granted without a call for tenders to HPSs in Crete; 

3. Measure 3: support granted in calls for tender to HPSs in the remaining 22 

NIIs.  

(44) In total, Greece aims to support an estimated new HPS guaranteed capacity of 26430 

MW to be installed in the NIIs by 2026.  

2.5.1. Methodology for calculating an Internal Rate of Return (IRR) for a 

typical HPS project 

(45) Greece submitted to the Commission the methodology to calculate the reasonable 

profitability level of a typical HPS’s (measured by the IRR). For a typical HPS 

project, Greece took into account the cost of project development as well as the 

supply and installation of the equipment (CAPEX), the fixed and variable operational 

expenditure (OPEX), the expected electricity production and all other technical and 

accounting parameters that determine the cost and revenue of the HPSs units under 

consideration (e.g. fees for local authorities, deterioration of equipment efficiency, 

residual project value, depreciation, etc.). 

(46) Using that data for a typical HPS, Greece calculated the Weighted Average Cost of 

Capital (WACC) of a typical HPS project. The WACC has been defined based on 

several assumptions31, including a cost of debt at [2-6] % ([40-80] % debt financing) 

and a cost of equity at [10-18] % ([20-80] % equity financing), resulting in a level of 

[6-10] % post tax. Greece considers that [6-10] % is a reasonable rate of return for a 

typical investment in a future HPS project in any NII, including Crete, since it will 

enable them to cover the cost of debt and equity financing. According to Greece, this 

level of [6-10] % IRR represents the maximum IRR of projects in Crete and in the six 

small NIIs, in case a competitive bidding process is not organised, as well as the 

maximum IRR to determine the ceiling prices in case tenders are organised, i.e. in the 

remaining 22 NIIs and in the six small NIIs, in case a competitive bidding process is 

organised. 

2.5.2. Measure 1: support granted for HPSs in six small NIIs that will not 

be interconnected 

(47) Greece explains that the six small NIIs have a considerably small power system and 

present an aggregate cumulative peak load of only 2.39 MW and an annual energy 

demand of 7,250.6 MWh. Moreover, there is no plan or realistic prospect for the 

interconnection of those six small NIIs to the NIS in the foreseeable future, because 

                                                 
30  Figure rounded from 263.7 MW, as calculated in Table 4. 
31  Other WACC assumptions are: risk-free rate of [2-4] %, unlevered beta at [0.5-0.9], market risk 

premium at [6-9] %, HPS project risk premium at [1-4] % and a tax rate at 22 %. 
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of their small size and electricity consumption volume, which does not justify the 

implementation of costly subsea links. Their interconnection to the NIS is deemed 

financially unsustainable32. 

(48) In order to achieve the overarching de-carbonization targets for the six small NIIs and 

to ensure conformity of conventional generation to the applicable emission rules, 

Greece explains that diesel generation on those islands needs to be gradually phased 

out in the medium- or long-term. To this end and in the absence of an interconnection 

schedule, Greece clarifies that the only available option for the six small NIIs is to 

facilitate the deployment of solutions involving high RES development through the 

introduction of HPS in those NIIs. Other measures, like the participation of demand 

response, energy efficiency and other initiatives contributing to the environmental 

conformity and security of supply could also complement the development of HPSs 

in the six small NIIs. 

(49) Greece submits that the support granted to HPSs in the six small NIIs will not give 

rise to State aid within the meaning of Article 107(1) TFEU, as its application will 

not have an adverse effect on competition and intra-EU trade for the reasons provided 

in recitals (50) to (54). 

(50) First, as Greece explains in recital (47), the electricity grids in the six small NIIs are 

not connected to other systems and there is no plan or realistic prospect for the 

interconnection of those six small NIIs to the NIS in the foreseeable future. 

Therefore, there will be no supply of electricity and no imports or exports of 

electricity between each of the six NIIs and the rest of the Greek islands, the Greek 

mainland and the rest of the EU. 

(51) Second, there is no competition for the generation of electricity in those six small 

NIIs. For the moment, PPC is the only producer of electricity in the six small NIIs. 

According to Greece, this will change if another project developer deploys an HPS 

after a competitive bidding process takes place. As regards the supply of electricity, 

Greece provides that on 3 of these small islands there are also other suppliers apart 

from PPC (the sum of their market share cumulatively in those 3 small islands is 

lower than 6%). 

(52) Third, Greece submits that the impact of the notified scheme on potential investors 

could be considered to be negligible, since the demand for electricity in those six 

small NIIs is at such a low level that effectively deters any new investment in 

generating capacity over and above that level. 

(53) Fourth, Greece submits that the economic activity on those six small NIIs is minimal. 

There is no industrial sector in those six small NIIs. Their economy relies primarily 

on fishing and moderate local tourism. Therefore, any impact upon competition and 

trade from potential support to HPSs in those islands would be negligible, if any. 

(54) Finally, Greece also considers that the situation in the six small NIIs is similar to 

other measures assessed by the Commission as no aid, based on the lack of effect on 

trade, if the aid beneficiary offers its services or products to a local level33.   

                                                 
32  According to the studies and conclusions of the Committee that examined the optimum way of the 

electrification of NIIs and the Decision 785/2019 of RAE (Official Gazette 4428 B’ 03.12.2019). 
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(55) In light of the above, Greece submits that there is no effect on competition and trade 

so far as the six small NIIs are concerned. Therefore, Greece considers that the 

support granted to the HPSs located in the six small NIIs does not constitute State 

aid. 

(56) In any case, if Measure 1 is to be assessed as constituting State aid by the 

Commission, Greece provided that Measure 1 is compatible with the Guidelines on 

State aid for environmental protection and energy 2014-202034 (“EEAG”). 

(57) For the six small NIIs, as a first-best option, Greece intends to organise calls for 

tenders to grant support to HPSs. In that case, Greece confirms that the provisions 

included in section 2.5.4.1 will apply for the organisation of the competitive bidding 

process. Greece will also give priority to calls for tenders for mature projects. For the 

purpose of this decision, mature projects are projects that have already obtained their 

environmental permits. If there are not enough mature projects to ensure the 

competitiveness of the bidding process, Greece will then organise the call for tenders 

for immature projects. For the purpose of this decision, immature projects are 

projects that are either in the first steps of the licensing procedure, i.e. production 

licence/registration certificate or just a proposal/application and project developers 

have not obtained all the required and essential licenses and authorisations so as to be 

able to proceed to the implementation and installation of the project. 

(58) Ιn case the Greek authorities observe that market interest35 is not sufficient to support 

a competitive bidding process, as a second-best option, Greece will grant the support 

to the six small NIIs without a competitive bidding process, to mature or immature 

projects. In that case, Greece provides that the exemption from a competitive bidding 

process is possible, for the reasons explained in section 2.5.2.1. 

2.5.2.1. Exemption from a competitive bidding process 

(59) In case a competitive bidding process cannot be organised, Greece submits that the 

support granted to HPS projects in the six small NIIs complies with the exemptions 

from a competitive bidding process provided in point 126(a) of the EEAG, for the 

following reasons. First, as explained in recital (47), the electricity grids in the six 

small NIIs are not connected to other systems and there is no plan or realistic 

prospect for the interconnection of those six small NIIs to the NIS in the foreseeable 

future. Therefore, there will be no supply of electricity and no imports or exports of 

electricity between each of the six NIIs and the rest of the Greek islands, the Greek 

mainland and the rest of the EU. Second, Greece submits that the demand for 

electricity in those six small NIIs is at such a low level that effectively deters any new 

investment in generating capacity over and above that level (see recital (52)). Finally, 

Greece submits that the economic activity on those six small NIIs is minimal (see 

recital (53)). For those reasons, Greece considers that it is possible that the six small 

NIIs may not attract sufficient projects in order to organise a competitive bidding 

procedure. 

                                                                                                                                                 
33  See recital 27 et seq. of the Commission Decision C/2014/2626/2 of 7 May 2014 in State aid case 

SA.38441 – United Kingdom – Isles of Scilly Air links, OJ C 5, p. 4, 9.1.2015. 
34 OJ C 200, 28.6.2014, p. 1. 
35  Greece clarifies that indicatively, this can be determined by considering whether HPS producer 

certificates have been issued (or applications for such certificates have been submitted) for any of 

these islands, by at least two independent producer entities. 
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(60) Exemptions from a competitive bidding process in any of the islands can be granted 

by a Ministerial Decision, issued after receiving the opinion of RAE, subject to the 

conditions set out in this section. 

2.5.2.2. Form and calculation of the aid for beneficiaries of 

Measure 1 

(61) HPSs will receive support in the form of a fixed feed-in tariff which is equal to the 

reference value (“RV”) (expressed in EUR/MWh) of each project. 

(62) In case the support to the HPSs is granted following a competitive bidding process, 

the aid is calculated as the difference between the bid price, which is the RV of each 

project in that case (reflecting the actual generation cost of an individual plant), and 

the generation cost of the respective NII, which is reflected in the local electricity 

price calculated for the respective NII (see recital (11)).  

(63) In case the support to the HPS projects is not granted following a competitive bidding 

process, the aid is calculated as the difference between the RV calculated individually 

for each project (reflecting the actual generation cost of an individual plant) and the 

generation cost in each of the six small NIIs, which is reflected in the local electricity 

market price in each of the six small NIIs (see recital (11)). In this case, the RV for 

the HPS projects in each of the six small NIIs will be set individually for each 

project. The RV equals the LCOE of each individual project. The RV takes into 

account the costs, energy performance data and the individual WACC of each 

project. Any investment aid is deducted from the total investment amount when 

calculating the LCOE. Further, funding available for research, development and 

demonstration projects could be exploited to leverage deployment of innovative but 

costly solutions in the six small NIIs. 

(64) Based on the methodology and calculations provided by Greece for a typical HPS 

project, (see recitals (45)-(46)), the maximum level of IRR for the HPS projects in the 

six small NIIs is [6-10] %, in case a competitive bidding process is not organised. 

(65) The Technical Committee36 will ask from the developers of HPS projects receiving 

individual support to provide all necessary data in order to estimate the WACC, 

CAPEX and OPEX and the RV for each project. An external auditor will evaluate 

and validate the data that will be provided by the HPS project developers. This will 

take place after the HPS project developers are notified to submit their applications 

for aid, following the issuance of the Ministerial Decision provided in recital (60), 

and the process will be concluded before the signing of the contract that will grant aid 

to the HPS projects. 

(66) In order to avoid overcompensation, the approved RVs of individual projects will be 

subject to periodic reviews through the lifetime of a project (for example, every three 

years) and potential adjustment to values lower than their initially approved RV, 

should this be deemed necessary. For those periodic reviews, the Technical 

Committee will take into account the investment and operating costs of the projects, 

                                                 
36  The Technical Committee is the national technical committee established under Article 12 of Law 

4414/2016, entrusted with the monitoring the performance of the RES scheme, according to the 2016 

and 2021 decisions. The Technical Committee includes representatives from the Ministry of 

Environment and Energy, RAE, the Centre for Renewable Energy Sources and Saving (CRES), IPTO, 

HEDNO and DAPEEP. 



 

20 

their actually available resource and energy yield, as well as the revenues they have 

already accumulated through their operation.  

2.5.3. Measure 2: support granted without a call for tenders to HPSs in 

Crete 

(67) As explained in recital (23), the IPTO study found that the capacity deficit in Crete to 

secure reliability of supply and compliance of existing generation with the IED is 

estimated between 90 MW and 140 MW. This requires the urgent addition of 

substantial new, reliable and clean electricity production capacity. According to 

Greece, this solution can only be achieved through the speedy implementation of 

HPS projects, which are already mature and ready to commence construction as soon 

as possible. For that reason, Greece proposes to add around 120 MW37 of clean and 

dispatchable capacity, in the form of HPSs to address the identified immediate needs 

of the island in an appropriate and proportional manner, without involving a 

refurbishment or renovation of the existing installed thermal power units save where 

absolutely necessary.  

(68) Greece submits that the immediate support of already mature HPS projects in Crete's 

NII outside of competitive tender procedures is necessary as the appropriate solution 

to ensure addressing the needs of Crete's electricity system as soon as possible, since 

those needs are still exacerbated by the particular characteristics that distinguish this 

system from that of the majority of NIIs, namely: 

i. its considerably greater size than that of the other NIIs, which results in a 

chronic need for the maintenance on the island of a large thermal generation 

capacity (currently in excess of 700 MW and in the order of 500-600 MW in 

the long run); and 

ii. the operation of a conventional generation fleet, which is aged, unreliable, 

polluting and insufficient in terms of capacity, and which will be gradually 

withdrawn after the interconnection of Crete to the NIS, due to its 

obsolescence and incompatibility with environmental standards, as well as the 

strong opposition that its ongoing operation raises amongst the local 

communities. 

(69) Greece submits that there are currently four mature projects in Crete that received 

their production licences and the environmental permits and could apply for 

immediate support under the notified scheme, once it has been approved by the 

Commission. The main characteristics of these four mature HPS projects in Crete are: 

a) the Amari HPS project combines a 78 MW wind farm with pumped hydro 

storage of a guaranteed capacity of 50 MW (installed capacity of hydro turbines 

(2+1)x25 MW). The developer of the pumped-hydro HPS project has already 

obtained the rights to exploit the existing irrigation and water supply dam 

(Potamoi Dam) at Amari as the lower reservoir of the pumping station, through 

a competitive tender procedure held by the Organization for the Development of 

                                                 
37  Greece clarified that the amount of 120 MW allows to maintain a 20 MW margin against the 140 MW 

maximum needs, to accommodate small increments of HPS capacity due to potential modifications of 

eligible projects or selection of projects whose capacity may lead to a slight surplus of the targeted 

capacity. 
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Crete in 2011. The HPS facilities will utilize the existing Potamoi Dam as a 

lower water reservoir, along with a purpose-built upper reservoir of 1.15 hm3 

total volume, ensuring a nominal energy capacity of 1,236 MWh.  

b) the Plakakia HPS project combines a 60.5 MW wind farm with battery storage 

of 27.5 MW guaranteed capacity /220 MWh installed storage capacity. Initially 

it was conceived with pumped-hydro storage facilities of larger capacity, now 

converted to battery storage.  

c) the Stavros HPS project combines a 4.725 MW wind farm with battery storage 

of 1.95 MW guaranteed capacity/16 MWh installed storage capacity.  

d) the Kissos HPS project combines a 10.5 MW wind farm with battery energy 

storage of 5 MW guaranteed capacity/ 40.8 MWh installed storage capacity.  

(70) Τhe abovementioned four projects are considered mature enough (i.e. have been 

granted their environmental permit) and may therefore be readily implemented to 

address the immediate capacity deficit and clean generation needs of Crete. In total, 

the four projects represent a guaranteed capacity of 84.45 MW38. 

(71) Moreover, according to Greece, those projects represent a well-balanced mix of HPS 

technologies, including: pumped hydro storage facilities (project (a) above), a mature 

and entirely dependable technology, with the highest energy capacity available and 

the longest lifetime expectancy; and batteries (projects (b), (c) and (d) above), an 

innovative and promising electricity storage technology of maximum flexibility, 

which typically comes at lower energy capacities. Greece considers that such a mix 

minimises potential risks associated with the reliance upon a single technology for 

the entire electricity storage fleet in Crete, whilst allowing for maximum and diverse 

benefits from the simultaneous application of alternative solutions. 

(72) Greece estimates that the four mature projects will be able to commence construction 

within 2022, subject to the Commission's approval of the notified scheme. This 

means that the implementation of HPSs using battery storage facilities could 

commence in 2022 and completion is expected in 1-2 years, whilst pumped storage 

would need approximately 2.5-3 years, thus allowing for the staggered introduction 

of new capacity in Crete already from the end of 2022, with all projects being 

partially operational in the first half of 2023 and fully operational in 2024. 

(73) Moreover, any additional project in Crete achieving the requisite level of maturity 

could apply for support under the notified scheme, up to the amount of 120 MW. 

Precedence amongst the participating projects will be established through the 

chronological order of their environmental permit, so as to avoid further delays in the 

implementation of already mature projects. The final selection of the projects that 

would benefit from the notified scheme will seek to achieve a diversified mix of HPS 

technologies and project developers. Greece clarifies that no specific developer, 

including its subsidiaries and affiliated companies, will be granted support for HPS 

projects in Crete exceeding 50 % of the targeted HPS guaranteed capacity of 120 

MW. Further, in order to ensure sufficient diversification, no single RES-storage 

                                                 
38  Calculated as the sum of: 50 MW for the Amari HPS project, 27.5 MW for Malia HPS project, 1.95 

MW for the Stavros HPS project and 5 MW for the Kissos HPS project. 
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technological combination, among the three cited in recital (80), will exceed a 

cumulative capacity of 50 MW. 

2.5.3.1. Exemption from a competitive bidding process 

(74) According to Greece, the launch of a call for tender in Crete for mature projects, on 

one hand, or for both mature and immature projects, on the other hand, would not be 

competitive and would not achieve the objectives of Greece to develop RES 

production in Crete and address the identified and pressing adequacy capacity needs 

in Crete in an expedient manner. More specifically, Greece submits that the support 

granted to mature HPS projects in Crete complies with the exemptions from a 

competitive bidding process provided in point 126 of the EEAG on the following 

grounds:  

I. Risk of limited number of projects  

(75) Greece provides that currently four mature projects are known to be eligible for 

support. The other HPSs projects in Crete have only been granted a production 

license by RAE, with 40 of those licenses issued in 2020. Only 15 of these HPS 

projects have applied for an environmental permit to date. Out of these 15 projects, 

nine are subject to the full environmental impact assessment approval process, which 

means that they cannot be said to constitute valid candidates for contribution to 

Crete’s immediate capacity needs due to the delay that is normally expected to be 

involved in the issuing of such a permit (see recital (16)). The other six projects, with 

a total guaranteed power of only 10.9 MW, are entitled to a simplified approval of 

environmental terms due to their small capacity, which will still require several 

months to complete.  

II. Risk of higher support levels  

(76) Greece submits that the organisation of a call for tender for mature HPS projects in 

Crete would lead to higher levels of support in terms of State aid and corresponding 

higher costs for Greek electricity consumers. The installed capacity of the four 

projects that are currently mature enough to participate in a tender is 84.45 MW, 

which is lower than the 120 MW that represents the maximum amount of capacity 

that Greece intends to build in Crete under the notified scheme. Moreover, Greece 

explains that those HPS projects involve significant development costs from the 

initiation up to the grid connection offer licensing step, therefore there is a risk of 

strategic bidding conditions from large developers and companies that could 

outcompete projects from small developers (that cannot afford to sustain those 

significant development costs). This could possibly lead to even higher support 

levels. 

III. Risk of low project realisation rates  

(77) Greece submits that a competitive bidding process open to both mature and immature 

projects in Crete would result in low project realisation rates. For certain HPS 

projects, the lengthy and complex licensing process for the development of those 

projects renders them less suitable for a tendering process since the adoption of such 

a process (even at a mature licensing step such as the connection offer) could result in 

low project realisation rates (i.e. of the ones selected during the auction process). 

According to Greece, many problems could arise during the construction period and 

either delay or even cancel the whole project, which would result in low project 
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realisation rates. Those problems relate mainly to unforeseen barriers, for instance 

linked to the grid construction in remote areas, land permission issues as well as 

construction permits and works. 

2.5.3.2. Form and calculation of the aid for beneficiaries of 

Measure 2 

(78) The support for beneficiaries of Measure 2 will be granted pursuant to a contract-for-

difference (‘CfD’) model, specifically a two-way CfD. The CfD will be based on a 

sliding feed-in premium, i.e. the difference between the RV of each individual project 

(reflecting the actual generation cost of an individual plant) and the reference market 

price39. This type of operating aid support generally applies to RES installations in 

the NIS (see recitals (35) and (36) of the 2021 decision). Under that regime, the 

notified scheme will provide the necessary remuneration of beneficiaries, covering 

the part over and above their market revenues, in the same manner as for other RES 

technologies. Greece undertakes to adapt the reference market price as needed in 

order to incorporate potential income from participation of HPS projects in the 

balancing market as balancing service providers and include a suitable incentive 

mechanism for the effective participation of HPS projects to the markets. 

(79) Similar to the beneficiaries of Measure 1, the RV for the HPS projects in Crete will 

be set individually for each project. The RV equals the LCOE of each individual 

project. The RV takes into account the costs, energy performance data and the 

individual WACC of each project. Any investment aid is deducted from the total 

investment amount when calculating the LCOE.  

(80) Based on the methodology and calculations provided by Greece for a typical HPS 

project, (see recitals (45)-(46)), the maximum level of IRR for the projects in Crete is 

[6-10] %. Using that maximum level of IRR, the maximum RVs calculated for 

projects in Crete are equal to [120-160] EUR/MWh for wind and pumped-hydro 

HPS, [100-140] EUR/ΜWh for wind and battery-based HPS and [100-140] 

EUR/ΜWh for solar PV and battery-based HPS. 

(81) The provisions included in recitals (65) and (66) will also apply to the HPSs 

receiving support under Measure 2. 

(82) The reference market price is determined every month by dividing the monthly value 

of the respective RES technology as calculated by the sum of the hourly value in the 

Day Ahead Market (DAM) of the Metered Quantity (MQ) of the generation of that 

technology (ΣDAMHi, * MQHi, tech), by the total monthly metered quantity of the 

generation of that technology (ΣMQHi, tech). This calculation methodology will be 

adapted as necessary to incorporate revenues from the participation of the HPS 

projects to the balancing market and implement relevant incentives, as mentioned in 

recital (78). 

(83) In line with the principles of a two-way CfD, a beneficiary of the notified scheme 

will receive its sliding feed-in premium on top of the reference market price in the 

months when the RV exceeds the reference market price. By contrast, in the months 

when the reference market price exceeds the beneficiary’s RV, each beneficiary will 

                                                 
39  As Phase 1 of the interconnection of Crete to the NIS has already been finalised in 2021, the reference 

market price is calculated on the basis of the data of the electricity markets in the mainland. 
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pay an amount equivalent to the sliding premium to the Renewable Energy Sources 

Operator & Guarantees of Origin S.A. (“DAPEEP”)40. This surplus will be deposited 

in the new RES sub-account (see recital (114)). 

2.5.4. Measure 3: support granted in calls for tender to HPSs in the 

remaining 22 NIIs 

(84) Contrary to Crete, Greece explains that the remaining 22 NIIs do not face a 

generation issue of such urgency as Crete. Therefore, for those remaining 22 NIIs, 

Greece considers that it has more time in order to consider options with a longer 

implementation outlook, such as a competitive bidding process, allowing sufficient 

lead times for projects to mature, in order to ensure a minimum subscribed capacity 

in the call for tenders. For those reasons, Greece intends to grant support for the 

development of HPSs in the remaining 22 NIIs in a competitive bidding process, 

organised in each NII. 

(85) According to Greece, a competitive bidding process: 

i. will facilitate the investments in HPSs in the NIIs upon the lowest possible 

cost basis, thus avoiding the risk of an excessive return on investment for the 

selected HPS projects; 

ii. will ensure the flexibility required for the implementation of further HPS 

projects through new bidding procedures in the event of revisions in the NIIs 

interconnection plan; 

iii. will allow for the specification of the capacity, the number and the specific 

features of HPS projects per NII, taking into account the specificities of the 

NIIs and the experience of the NII System Operator. 

2.5.4.1. Description of the tendering procedure 

(86) The competitive bidding process is based on a pay-as-bid procedure. HPS projects 

will be eligible for support only if they make a successful bid. The sole criterion for 

selecting the bids is the price in EUR/MWh offered in the competitive bidding 

process. Participants will bid the price of electricity injected to the local grid, 

regardless of whether that electricity is directly injected by the RES unit or cycled 

through the storage facility of the HPS. Therefore, the price offered in the bidding 

process, that represents the RV of each project, is equal to the LCOE (EUR/MWh) of 

the entire HPS.  

(87) The responsibility for setting the parameters and organising the auctions is split 

between the Ministry of Environment and Energy (“MEE”) and the appointed official 

body, decided by the MEE and laid down by law and the ministerial decision that will 

describe the auction framework. The MEE issues a decision on the capacity to be 

tendered out by technology or category of plants, the minimum number of calls for 

tenders per year, as well as the ceiling prices for the bidding process. Furthermore, 

the appointed body responsible for conducting the auctions can set detailed rules in 

each tendering procedure regarding the conditions of the call for tenders, the 

accompanying documentation (including financial guarantees and the criteria for their 

                                                 
40  DAPEEP is the wholly State owned Greek National Managing body for RES and Guarantees of 

Origin. It serves as the contractual counterparty in the RES aid contracts and it is the entity responsible 

for the management of the RES account. 
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forfeiture), the time limits for the construction of each project, as well as any 

exceptions (force majeure, litigation, delay of administrative authorities etc.) and 

other relevant details. 

(88) As regards the auction format, Greece wishes to maintain the right to conduct any of 

the following two types of auctions described in Table 6. 

Table 6 - Options for the auction design format 

 Two step continuous bidding format  Single step- static auction  

Participation 

& awarding 
In two phases:  

a) submission of relevant documentation and 

guarantees 

after 1-2 month period final list of participants 

(codified names) with total participating capacity 

b) Conduct of a descending continuous electronic 

bidding process (30 min), where the participants 

can change their bids to lower prices. 

Single phase. 

Simultaneously electronic 

submission of relevant 

documents and of the unique 

economic bid per proposal in 

encrypted format. 

Source: Notification. 

 

(89) According to Greece, the principal objective of the calls for tenders will be to ensure 

sufficient competition, in terms of number of independent bidders (at least two and 

ideally three or more) and take-up of auctioned capacity (at least 150 % and ideally 

200 % or more). To this end, the Greek authorities intend to review the licensing 

status of HPS projects during the preparation of the legal and regulatory framework 

for the implementation of the notified scheme in order to validate that the appropriate 

maturity threshold is the possession of an environmental permit or possibly 

compromise at a reduced level of maturity, that will open the tenders to more entrants 

and therefore increase competition, at the expense of certainty as regards the 

implementation prospect of selected projects. 

(90) Greece intends to establish a capacity limit per tender, ensuring that this capacity 

does not exceed the hosting capacity of the respective NII. That capacity limit per 

tender will be determined by a decision of RAE, based upon a recommendation of the 

NIIs System Operator. In addition, Greece is also considering whether the number of 

individual HPS projects per NII should be limited to a specific number to avoid 

excessive complexity in the management of small NIIs41. In such a case, the 

maximum number of individual HPS projects per NII would be different for small 

and large NIIs. According to Greece, the participation in the first round of bidding 

procedures, planned in 2022, may be possible only for mature projects. However, 

immature projects will be eligible of participating in subsequent rounds of the calls 

for tenders planned between 2023 and 2026. 

                                                 
41  Greece clarifies that the HPS hosting capacity of any specific NII could be met either by delivering 

one HPS covering the entire hosting margin or by having a multitude of small facilities, again 

summing up to the approved margin. The latter constitutes a considerably more complicated situation 

in terms of system management that is not justified in small systems. The NII System Operator does 

not possess the resources to operate our very small island systems as miniatures of our interconnected 

system and market. For this reason, a restriction may be imposed to the number of projects that will be 

implemented in the NIIs, depending on their size. Exact numbers will be determined at a next step in 

order to ensure the same level of competition in the tenders in terms of participation criteria, number 

of contestants, targeted HPS capacity etc. 
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(91) For each bidding procedure, a ceiling price will be determined at a level that ensures 

the viability of any potential entrant and thus promotes competition. The ceiling price 

will constitute the maximum acceptable bid level. 

(92) Ceiling prices for the first bidding procedures will be determined by Ministerial 

Decision, based on the recommendation of the Technical Committee. The Technical 

Committee will take into account in its recommendation the CAPEX and OPEX of 

HPS investments and their anticipated energy yield, to ensure the achievement of an 

IRR of up to a maximum [6-10] %, as determined for a typical HPS (see recital (46)). 

The Technical Committee will provide updated LCOE estimates and ceiling prices 

for the tenders as soon as the Greek authorities have received the Commission's 

approval of the notified scheme. For the subsequent bidding procedures, in order to 

update the ceiling prices, the Technical Committee will take into account the 

potential developments as regards the CAPEX and OPEX of HPS projects (in 

particular related to battery based storage HPS projects, where costs are changing 

fast) and, most significantly, it will inform its decisions using the outcome of 

previous competitive bidding procedures, which will effectively establish a ceiling 

price per NII. 

2.5.4.2. Form and calculation of the aid for beneficiaries of Measure 3 

(93) As long as the NIIs remain non-interconnected, HPSs will receive support in the form 

of a fixed feed-in tariff. The amount of aid that will be borne by the budget of the 

notified scheme is calculated as the difference between the bid price, which is the RV 

of each project in that case (reflecting the actual generation cost of an individual 

plant) (see recital (86)) and the generation cost of the respective NII, which is 

reflected in the local electricity price calculated for the respective NII (see recital 

(11)). 

(94) When the NII is interconnected to the NIS, HPSs receiving support under Measure 3 

will switch to a sliding feed-in premium type of operating aid support. Similar to 

Measure 2, the notified scheme will provide the necessary remuneration of 

beneficiaries, covering the part over and above their market revenues after the HPSs 

subject to Measure 3 are interconnected (see recital (78)). 

(95) The support will be granted pursuant to a two-way CfD. The CfD will be based on a 

sliding feed-in premium, i.e. the difference between the RV, which equals the 

bidder’s winning bid, and the reference market price. Greece maintains the right to 

adapt the reference market price in order to incorporate potential income from 

participation of HPS projects in the balancing market as balancing service providers 

and include a suitable incentive mechanism for the effective participation of HPS 

projects to the markets. 

(96) The provisions included in recitals (82) and (83) will also apply for the payment of 

the feed-in premium to the HPSs receiving support under Measure 3.   

2.6. Monitoring of the notified scheme 

(97) The MEE and the appointed official body for conducting the auctions will 

systematically monitor the implementation of the auctions, including compliance of 

the applicants with their commitments. The MEE will review the results of the 

tendering process, as well as the overall impact on the process towards meeting the 

desired cost-efficient increase of the RES share in Greece. 



 

27 

(98) In addition, an annual assessment of the performance of the notified scheme takes 

place under the Technical Committee. The findings and recommendations of that 

Technical Committee are submitted to the MEE in order to be considered in the 

relevant ministerial decisions for the amendment of the various parameters of the 

notified scheme going forward. 

2.7. Beneficiaries 

2.7.1. Technologies participating in the notified scheme 

(99) The beneficiaries of the notified scheme will be HPS project developers that will sign 

a contract for operating aid with DEDDIE (for the period when the NII is not 

interconnected) or with DAPEEP (after the interconnection of the NII to the NIS) 

after the date of notification of this decision.  

(100) Greece confirms that only stochastic RES technologies42, among those included in 

point 19(5) of the EEAG, i.e. solar PV and wind, will be eligible to receive support as 

part of an HPS under the notified scheme. According to Greece, the HPS concept has 

been introduced and makes sense for intermittent resources, such as wind and solar 

PV, to enhance their dispatchability. Other RES generation technologies, such as 

biomass/biogas, hydropower, geothermal etc., are inherently dispatchable. This 

support limited only to specific technologies, i.e. wind and solar PV based HPSs, is 

the optimal solution to tackle the network constraints existing in the NIIs because of 

their saturated grids (see recital (13)). It also takes into account the abundant RES 

resources in the NIIs, in particular solar PV and wind (see recital (12)). Greece 

confirms that no support will be granted to HPS projects under the notified scheme 

that use waste, biomass or biogas as RES generating units. Greece confirms that all 

licenced HPS projects are so far based on wind or solar PV installations as RES 

generating units43. As regards the storage facilities, they will include pumped storage 

and batteries, without excluding other technologies, should such projects appear. 

(101) Greece explains that HPSs are intended as instruments to introduce dispatchable RES 

capacity in the NIIs. To this end, for the HPS projects participating in a call for 

tender, Greece will introduce appropriate sizing restrictions to ensure that sufficient 

storage is incorporated in each project in relation to its RES capacity, as well as to 

prevent the introduction of an excessive RES capacity in relation to the guaranteed 

capacity of each HPS project. Those restrictions will be introduced in the legal 

framework implementing the notified scheme, subject to the following limitations:  

PRESinst ≤ k * Pguar, where k=2 for wind-based HPS and k=2.5 for solar PV-based 

HPS 

Estor ≥ max (3 * PRESinst, 6 * Pguar) 

                                                 
42  With stochastic RES technologies the Greek authorities refer to RES technologies for which the 

moment of availability is most difficult to predict ex ante; therefore those RES technologies benefit 

most from integration in an HPS system.   
43  According to Greece, this is explained by (i) the availability of excellent wind and solar PV resources 

in the Aegean Sea, (ii) the maturity and low cost of wind and solar PV technologies, and (iii) the 

substantial experience accumulated over the previous decades on the deployment and operation of 

such plants. 
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where PRESinst is the installed capacity of RES units, Pguar the guaranteed capacity 

of the HPS and Estor the energy of the HPS storage systems available at their 

output. 

(102) The above limitations, described in recital (101), do not apply to the six small NIIs of 

Measure 1, the specific mature projects in Crete supported under Measure 2 (recital 

(69)) and for the NIIs under Measure 3, where a very high RES penetration, in excess 

of 60% of the annual load demand, is targeted. In these NIIs, specific restrictions may 

be introduced through a Ministerial Decision, deviating from the above limitations. 

(103) Demonstration projects are eligible to participate in the notified scheme without a 

competitive bidding process. This will only be possible subject to a case-by-case 

assessment of whether the definition of point 19(45) of the EEAG is met, conducted 

by RAE and approved through a Ministerial Decision. Aid will be provided based on 

the LCOE of each project, evaluated on an ad hoc basis and subject to regulatory 

approval.  

(104) In terms of maturity of the projects, for Measure 1, given the particular circumstances 

in the six small NIIs and the potential lack of competitiveness in the tenders (in case 

tenders are organised), Greece will choose to grant support either to mature or 

immature projects (see recitals (57) and (58)). For Measure 2 and Measure 3, Greece 

allows the participation in the notified scheme and granting the aid as follows: 

i. For mature projects: for the HPS projects participating in Measure 2 (see 

recital (68)) and the HPS projects participating in the first round of bidding 

procedures in Measure 3 (see recital (90)).  

ii. For immature projects: for the second and subsequent call for tenders for the 

HPSs participating in Measure 3.  

(105) Support will be open only to new HPS projects. 

2.7.2. Obligations of beneficiaries 

(106) Greece confirms that beneficiaries will have to state that works on the projects have 

not begun before those beneficiaries have submitted an aid application. For the four 

mature projects in Crete, Greece confirmed that the HPS project developers have not 

started any works on the project, except for the necessary studies needed for 

obtaining the relevant permits (i.e. feasibility studies, environmental impact 

assessment studies, market research studies and technical design).  

(107) When granting aid to the beneficiaries of the notified scheme, Greece confirms that it 

will comply with the provisions of points 51 and 52 of the EEAG. 

(108) As concerns balancing responsibilities, as long as the NII is not interconnected to the 

NIS, the beneficiaries of the notified scheme will not be subject to standard balancing 

responsibilities as no wholesale electricity market exists in the NII (see recital (11)). 

Therefore, the obligation under point 124(b) of the EEAG on standard balancing 

responsibilities is not applicable to those HPSs pre-interconnection to the NIS, as no 

liquid intra-day markets exists. For the period after the interconnection of the NII to 

the NIS, Greece commits that the beneficiaries of the notified scheme will be subject 

to full balancing responsibilities after the activation of a continuous intra-day market 

in Greece (foreseen in 2022).  
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(109) As long as the NII is not interconnected to the NIS, the obligation under point 124(c) 

of the EEAG is not applicable because negative prices cannot occur as no wholesale 

electricity market exists in the NII (see recital (11)), and consequently no electricity 

market price exists. For the period after the interconnection of the NII to the NIS, 

Greece will not pay any support to the beneficiaries of the notified scheme in the 

respective NII, which directly participate in the electricity market for intervals when 

zero and/or negative prices occur in more than two consecutive hours. 

(110) The realisation of the awarded projects within predefined maximum time periods44 

will be a prerequisite for the beneficiaries receiving operating aid. In the interest of 

maximising the rate of project implementation, a contractual penalty will apply in the 

event of non-completion or delayed completion of a project. The penalty will be 

provided in the form of the partial or full retention of a guarantee by the successful 

beneficiary prior to it signing an operating aid contract. 

(111) Greece has confirmed that aid under the notified scheme will be granted in 

compliance with the RED II. For the storage facilities of the HPSs, Greece confirms 

that they will only store electricity produced from RES and no other sources (i.e. 

heavy oil or diesel). In this respect, Greece clarified that storage facilities in HPS are 

intended as means to balance the variability of intermittent RES and enhance their 

capacity value. While the HPS project developer is responsible for coordinating RES 

and storage within the HPS, any exchange of electricity with the external system, 

either in generation or in absorption mode, is managed by the NII System Operator, 

who is the sole responsible for issuing dispatch orders to the HPS. Under the Code of 

Operation of the NIIs, absorption of electricity from the grid is excluded in normal 

operating conditions, hence such orders will not be issued by the NII System 

Operator.  

(112) All beneficiaries are obliged to respect dispatch orders issued by the NII System 

Operator regarding, amongst others, unit start/stop operations and the level of 

generation or absorption by HPS storages. In case of non-compliance, non-instructed 

deviations are charged at a cost equal to 120 % of the variable operating cost of the 

most expensive conventional unit, or as otherwise stipulated by the Code of 

Operation of the NIIs, while additional penalties can be imposed by the NII System 

Operator, leading even to the decommissioning of recurrently delinquent entities. 

Such provisions effectively ensure that all plants are managed based on rules, 

schedules and orders delivered by the NII System Operator, rather than at the 

discretion of their project developers. This also applies to the absorption of energy by 

HPS storage facilities, which is synchronised to the production of their RES units in 

an automated manner, through the Energy Management System of each HPS. 

(113) Greece has confirmed that when the storage part of an HPS is pumped storage, the 

hydropower installation will be aligned with the provisions of the Directive 

2000/60/EC45 (the ‘Water Framework Directive’). This alignment is a prerequisite for 

the HPS project be included in the regional Water Management Plans. In addition to 

the environmental permit, the HPS project developers need to obtain also an approval 

                                                 
44  In principle, the maximum time period will not exceed 3 years. It will depend on RES and storage 

technologies and possibly on prevailing local conditions on certain islands (e.g. very small and 

difficult to access). 
45 Directive 2000/60/EC of the European Parliament and the Council of 23 October 2000 establishing a 

framework for Community action in the field of water policy (OJ L 327, 22.12.2000, p. 1). 
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by the competent river basin authority that the hydropower installations have been 

developed in accordance with Article 4(7) of the Water Framework Directive. This 

also applies to the Amari HPS project.  

2.8. Financing of the scheme 

(114) Similar to the financing of the scheme for electricity generation from RES and 

heCHP under the 2021 decision, the notified scheme will be financed through the 

new RES sub-account, which will provide the operating aid for all RES and heCHP 

plants commissioned after 1 January 2021 in Greece. This includes the HPSs under 

the notified scheme. 

(115) The new RES sub-account will be financed fully and exclusively through a new levy, 

the Dynamic Renewable Charge (“DRC”). DAPEEP will oversee the balancing and 

management of the new RES sub-account. It will also be responsible for calculating 

and collecting the DRC from suppliers. 

(116) The new RES sub-account will be balanced from its first day of operation and it will 

always remain in balance. According to Greece, no further revenue streams are 

needed to finance the new RES account and the State will not intervene to cover the 

shortfalls through the State budget in case of deficit of the new RES sub-account. The 

total amount of the levy will be dynamically calculated. The DRC will correspond to 

the amount of operating aid actually remaining to be paid after the local price of 

electricity or the reference market price is deducted from the RV. In case of a surplus 

or deficit, the DRC is adjusted accordingly. If surplus still exists then it remains in 

the account for future payments allowing smaller DRC in the future. The levy is 

periodically paid (weekly/monthly) and fully cleared at the end of each year. The 

DRC will be fully transparent, appearing as a separate line item in the customer’s 

electricity bill. The DRC will be fully passed on to final consumers. Once calculated, 

the total DRC will be paid by electricity suppliers. The levy will be imposed on 

electricity suppliers who will pay it according to their market share/load 

representation. Then, the electricity suppliers will mandatorily charge it fully to 

consumers, by including it in the electricity bill. 

(117) For the purpose of assessing the compliance of this notified scheme with Article 30 

and 110 TFEU, Greece submits that the new HPS capacity to receive aid under the 

notified scheme will be considered in the calculation of the total capacity that will be 

open to the competitive bidding process to RES and heCHP producers established in 

other EEA States, under the joint call for tenders for solar PV and wind for foreign 

projects located outside Greece (see recital (57) of the 2021 decision).   

2.9. Cumulation 

(118) When granting aid to the beneficiaries of the notified scheme, Greece confirms that it 

will comply with the provisions of point 81 of the EEAG if the aid is awarded 

concurrently under several aid schemes or cumulated with ad hoc aid. Moreover, 

Greece confirms that it will comply with the provisions of point 82 of the EEAG 

when the HPS project benefits also of de minimis aid.   

(119) The Greek authorities have confirmed that the beneficiaries of the notified scheme 

could also be eligible for investment aid under national financing instruments (e.g. 

national investment law).  
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(120) Under the notified scheme, any investment aid will be deducted from the operating 

aid received under the notified scheme. In particular, in cases where investment aid 

has been granted (either as a grant or in any other equivalent form), the aid granted 

under the notified scheme will be recalculated at project level, in principle before 

signing the operating aid contract46, by DEDDIE (as long as the NII is not 

interconnected) or with DAPEEP (after the interconnection of the NII to the NIS), 

supported by the Technical Committee, in line with the provisions of point 129 of the 

EEAG, in order to avoid overcompensation. 

(121) Should any HPS receive aid through the “Clean energy for EU islands” initiative (see 

recital (37)), that support will be deducted from the support received under the 

notified scheme in order to avoid any risk of overcompensation.  

(122) Should the HPSs receive any additional revenue (e.g. any capacity type remuneration 

post-interconnection of the NII to the NIS), that additional revenue will be subtracted 

from the operating aid of the HPS project in order to avoid any risk of 

overcompensation. 

2.10. Duration of the notified scheme 

(123) The notified scheme will be put into effect following the notification of the 

Commission’s decision approving the notified scheme. The aid under the notified 

scheme will be granted until 31 December 2026. 

(124) The aid will be paid for a maximum of 20 years from the time of the connection of 

the HPS to the electricity grid, provided that all conditions for receiving the aid are 

fulfilled.  

(125) Greece has explained that generally accepted accounting rules, national taxation rules 

and the technical lifetime of a HPS provide for a depreciation period of 20 years. 

2.11. Budget of the scheme 

(126) The Greek authorities estimate the budget of the scheme for the 20 years duration of 

the contracts to approximately EUR 1.4 billion in net present value terms47 based on 

an estimated new HPS guaranteed capacity to be installed in the NIIs of 264 MW.48 

2.12. Transparency 

(127) The Greek authorities will ensure compliance with the transparency requirements laid 

down in points 104 to 106 of the EEAG. The relevant data of the notified measure 

will be published on a national website49 that will link to the Commission's 

transparency register.  

                                                 
46  Should such a case arise after signing the contract, a clause will exist in the latter to allow revision of 

the operating aid, as appropriate. 
47  The net present value of the budget represents the discounted value of all the budget streams granted to 

the projects during the whole duration of the measure.  
48  The budget of the scheme is estimated considering an HPS capacity of 120 MW in Crete. Already 

installed and operating HPS projects in Ikaria and Tilos are excluded from this budget.  
49 www.ypen.gov.gr. 

http://www.ypen.gov.gr/
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2.13. Undertakings in difficulty or subject to an outstanding recovery order 

(128) The Greek authorities have confirmed that no aid can be granted to undertakings in 

difficulty or to undertakings subject to an outstanding recovery order following a 

previous Commission decision declaring aid illegal and incompatible with the 

internal market. HPS projects participating in the auctions have to submit such a 

declaration as a precondition to participate in the auction. For the HPS projects in the 

six small NIIs (when a competitive bidding process is not organised) and Crete, that 

declaration has to be submitted when they sign the operating aid contracts.  

(129) Greece submits that undertakings that were not in difficulty on 31 December 2019 

but became undertakings in difficulty in the period from 1 January 2020 to 30 June 

2021, will be able to participate in the scheme, in line with the amended EEAG50. 

3. ASSESSMENT OF THE NOTIFIED SCHEME 

3.1. Presence of State Aid 

(130) Under Article 107(1) TFEU, 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, in so far as it 

affects trade between Member States, is incompatible with the internal market. 

(131) In determining whether a measure constitutes State aid within the meaning of Article 

107(1) TFEU, the Commission has to apply the following criteria: (i) the measure 

must confer an advantage on certain undertakings or certain sectors (selective 

advantage); (ii) it must be imputable to the State and involve State resources; (iii) it 

must distort or threaten to distort competition; and (iv) it must be liable to affect trade 

between Member States. 

3.1.1. Existence of State resources and imputability 

(132) The Commission notes that the support for the production of RES electricity from an 

HPS is imputable to the State, as the support has been established by a number of 

laws and regulations (see recital (39)). 

(133) According to settled case law, only advantages that are granted directly or indirectly 

through State resources are to be regarded as aid within the meaning of Article 107(1) 

TFEU. The distinction between aid granted by the State and aid granted through State 

resources serves to bring within the definition of aid not only aid granted directly by 

the State, but also aid granted by public or private bodies designated or established by 

the State.51 Thus, resources do not need to transit through the State budget to be 

considered as State resources. It is sufficient that they remain under public control.52 

                                                 
50 In point (16) of the amended EEAG, the following sentence has been added: ‘These Guidelines shall, 

however, apply to undertakings which were not in difficulty on 31 December 2019 but became 

undertakings in difficulty in the period from 1 January 2020 to 30 June 2021.’ 
51  See Commission decision of 19 December 2017 in case SA.46526 – Germany, Reductions on EEG 

surcharges for self-consumption, recital 96. 
52  See judgment of 16 May 2002, France v Commission, C-482/99, EU:C:2002:294, paragraph 37, and 

the case-law cited in the EEG 2012 Decision, paragraph 83. 
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(134) Indeed, as the Court of Justice has held that funds financed through compulsory 

charges imposed by the legislation of the Member State, managed and apportioned in 

accordance with the provisions of that legislation, may be regarded as State resources 

within the meaning of Article 107(1) TFEU even if they are managed by entities 

separate from the public authorities53.  

(135) In the present case, the Commission notes that, as described in section 2.8, the DRC 

is imposed by law on final consumers, and the proceeds are transferred to the RES 

sub-account managed by the DAPEEP, a 100 % State owned company, in accordance 

with Law 4414/2016.  

(136) It is true that the new RES sub-account will be balanced from its first day of 

operation and will always remain in balance, since the DRC will be dynamic, variable 

and calculated (or cleared) ex post, according to the amount of operating aid actually 

remaining to be paid after the market price is deducted from the reference value. 

However, by law, the DRC will be fully passed onto the final consumer and thus it 

can be assimilated to a charge unilaterally imposed by law, which the consumers are 

required to pay.  

(137) As in the Vent De Colère case, the DRC should be deemed State resources within the 

meaning of Article 107(1) TFEU. Although the DAPEEP is separate from the public 

authorities, the new account is financed through compulsory charges imposed by 

legislation, managed and apportioned in accordance with the provisions of that 

legislation (see recital (115)). Furthermore, the DAPEEP acts under mandate from 

Greece, centralises the sums collected before paying them out to the operators 

concerned, thereby acting as an intermediary in the management of those funds, 

while the charges are paid by the final consumers of electricity (see recitals (115) and 

(116)). In those circumstances, the sums thus managed must be regarded as 

remaining under public control. 

(138) Therefore, in line with the above case law, the resources of the notified scheme are 

deemed under State control and qualify as State resources.  

3.1.2. Selective advantage in favour of certain undertakings or certain sectors 

(139) An advantage, within the meaning of Article 107(1) TFEU, is any economic benefit, 

which an undertaking would not have obtained under normal market conditions, that 

is to say in the absence of State intervention.54 Article 107(1) TFEU also requires that 

a measure, in order to constitute State aid, is selective in the sense that it favours 

“certain undertakings or the production of certain goods”. 

(140) Under the notified scheme, beneficiaries receive an advantage because they obtain 

additional support in the form of a feed-in tariff on top of the local electricity price 

(pre-interconnection to the NIS) or a feed-in premium on top of the market price 

(post-interconnection to the NIS). Those payments guarantee producers of electricity 

from the HPSs higher revenues than what they would obtain on the market.  

                                                 
53  Judgments of 2 July 1974, Italy v Commission, 173/73, EU:C:1974:71, paragraph 35, and of 19 

December 2013, Association Vent De Colère! and Others, C‑262/12, EU:C:2013:851, paragraph 25. 

See also judgment of 21 September 2019, FVE Holýšov I s. r. o. and Others v Commission, C-850/19 

P, EU:C:2021:740, paragraph 46.  
54  Judgments of 11 July 1996, SFEI and Others, C-39/94, EU:C:1996:285, paragraph 60; and of 29 April 

1999, Spain v Commission, C-342/96, EU:C:1999:210, paragraph 41. 
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(141) Furthermore, the measure is selective because it favours only specific electricity 

generators and the aid is not accessible to other electricity producers that are in a 

comparable legal and factual situation in that they produce electricity and sell it on 

the market. Furthermore, the notified scheme favours certain types of investments, 

which reduce greenhouse gas emissions and are more common in specific sectors, 

such as the energy sector.  

(142) It follows that the support under the notified scheme confers therefore a selective 

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

3.1.3. Distortion of competition and trade 

(143) In accordance with settled case law55, for a measure to impact competition and trade 

it is sufficient that the recipient of the aid competes with other undertakings on 

markets open to competition. 

3.1.3.1. Assessment of distortion of competition and trade for 

Measure 1 

(144) In its assessment of distortion of competition and trade, the Commission is not 

required to establish that the aid has a real effect on trade between Member States and 

that competition is actually being distorted, but only to examine whether that aid is 

liable to affect such trade and distort competition56. When aid granted by a Member 

State strengthens the position of an undertaking compared with other undertakings 

competing in intra-Community trade, the latter must be regarded as affected by that 

aid. 

(145) The Commission notes that Greece submits that the support granted to HPSs in the 

six small NIIs will not give rise to State aid within the meaning of Article 107(1) 

TFEU, as its application will not have an adverse effect on competition and intra-EU 

trade (see recitals (49)-(55)). The Greek authorities claim that the support granted to 

HPS projects in the six small NIIs is provided in a narrowly defined geographical 

area, i.e. the six small NIIs, where the defining feature is that they are cut off from the 

NIS. Neither currently or in the foreseeable future, there is no interconnection to the 

NIS and consequently no option to interact with and benefit from interconnection 

with the markets of other Member States. The HPSs will support exclusively local 

consumers, and the electricity supplied is the electricity produced locally (currently 

from conventional thermal power plants of PPC). The relevant activities would 

therefore not affect trade between Member States. 

(146) However, the Commission notes that there is no or only very limited competition for 

the generation of electricity in those six small NIIs. For the moment, PPC is the only 

producer of electricity in the six small NIIs. According to Greece, this will change if 

another project developer deploys an HPS after a competitive bidding process takes 

place (see recital (51)). Hence, the Commission considers that the default assumption 

is that PPC will be the beneficiary of the aid. The Commission notes that PPC is 

active in the electricity markets in the NIIs and in the mainland Greece57. If the 

                                                 
55  Judgment of 30 April 1998, Het Vlaamse Gewest v Commission, T-214/95, EU:T:1998:77. 
56  See for instance Judgment of the Court in case C-372/97 Italy v Commission [2004] ECR I-3679, para. 

44. 
57  At the end of 2020, PPC had a 51.4 % share in the total installed capacity in Greece, a 46.3 % average 

electricity generation market share and a 68.7 % average annual supply of electricity (to end-
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generation of electricity in the six small NIIs can de facto and de iure be executed 

currently only by PPC, this does not take away the possibility that PPC may use the 

selective advantage it will receive through Measure 1 to cross subsidise its activities 

on the interconnected market. Therefore, the Commission cannot exclude that there 

will be a risk of an effect on trade and competition under Measure 1.  

(147) As a consequence, the Commission concludes that the support granted to the HPSs in 

the six small NIIs under Measure 1 is liable to distort competition and affect trade 

between Member States within the meaning of Article 107(1) TFEU. 

3.1.3.2. Assessment of distortion of competition and trade for 

Measure 2 and Measure 3 

(148) The Commission notes that the Phase 1 of the interconnection of Crete to the NIS has 

been completed in 2021 (see recital (22)) and for the remaining 22 NIIs there is a 

timeline for their interconnection to the NIS (see Table 1). The electricity market has 

been liberalised and electricity producers engage in trade between Member States. 

The electricity generated by the beneficiaries of Measure 2 and Measure 3 will be 

generally sold on the spot market when and after those NIIs are interconnected to the 

NIS, where it enters in competition with electricity from different sources (such as 

electricity from other RES and conventional sources). Moreover, the Greek spot 

market is interconnected to other markets, for example the Italian and Bulgarian day 

ahead markets.  

(149) Therefore, the advantage granted to the beneficiaries of Measure 2 and Measure 3 is 

likely to distort competition and affect trade between Member States. 

3.1.4. Conclusion on the existence of State aid 

(150) Based on the above-mentioned elements provided in recitals (138), (142), (147) and 

(149), the Commission considers that Measure 1, Measure 2 and Measure 3 constitute 

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

3.2. Legality of aid  

(151) The Commission notes that Greece will only adopt the legislative and regulatory 

measures implementing the notified scheme after Greece is notified of the 

Commission’s decision approving the scheme (see recital (40)). Greece accordingly 

has fulfilled the notification and standstill obligation of Article 108(3) TFEU.  

 

3.3. Compatibility of aid  

(152) Article 107(3)(c) TFEU provides that the Commission may declare compatible “aid 

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”. Therefore, compatible aid under that provision 

must contribute to the development of certain economic activity. Furthermore, the aid 

should not distort competition in a way contrary to the common interest. 

                                                                                                                                                 
customers) market share. Source: Annual Report 2020, available online at 

https://www.dei.gr/Documents2/ANNUAL%20REPORT/AR-2020/ApologismosFinancial%202020-

A4-ENG%2023062021.pdf. 

https://www.dei.gr/Documents2/ANNUAL%20REPORT/AR-2020/ApologismosFinancial%202020-A4-ENG%2023062021.pdf
https://www.dei.gr/Documents2/ANNUAL%20REPORT/AR-2020/ApologismosFinancial%202020-A4-ENG%2023062021.pdf
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(153) Moreover, the EEAG set out specific compatibility conditions for aid for energy from 

renewable sources.  

(154) On 2 July 2020, the Commission adopted a communication prolonging the validity of 

certain State aid rules, including the EEAG, until 31 December 202158. 

(155) The Commission notes that the notified scheme aims at promoting RES electricity 

from HPSs. Consequently, the Commission has assessed the aid granted to the 

beneficiaries of the notified scheme on the basis of the general compatibility 

provisions of the EEAG with its subsequent amendments and prolongation59 (set out 

in its section 3.2. of the EEAG) and the specific compatibility criteria for operating 

aid granted for electricity from RES (sections 3.3.1 and 3.3.2.1 of the EEAG).  

3.3.1. Positive condition: the aid must facilitate the development of an 

economic activity 

3.3.1.1. Contribution to the development of an economic activity 

(156) Under Article 107(3)(c) TFEU, the measure must contribute to the development of a 

certain economic activity60. 

(157) The scheme supports RES electricity from wind and solar PV, which meet the 

definition of renewable energy sources laid down in point 19(5) of the EEAG.  

(158) In view of the above, the Commission considers that the aid granted under the 

notified scheme facilitates the development of certain economic activities, as required 

by Article 107(3)(c) TFEU. 

3.3.1.2. Compliance with other provisions of Union law 

(159) State aid that contravenes provisions or general principles of Union law cannot be 

declared compatible61. 

(160) As set out in recital (113), Greece will fully respect the provisions of the Water 

Framework Directive when the storage part of an HPS is pumped storage, as required 

by point (117) of the EEAG.  

(161) As set out in recital (111), the Commission notes that the aid under the notified 

measure will be granted in compliance with the RED II. For the storage facility of the 

                                                 
58  Communication from the Commission concerning the prolongation and the amendments of the 

Guidelines on Regional State Aid for 2014-2020, Guidelines on State Aid to Promote Risk Finance 

Investments, Guidelines on State Aid for Environmental Protection and Energy 2014-2020, Guidelines 

on State aid for rescuing and restructuring non-financial undertakings in difficulty, Communication on 

the Criteria for the Analysis of the Compatibility with the Internal Market of State Aid to Promote the 

Execution of Important Projects of Common European Interest, Communication from the Commission 

– Framework for State aid for research and development and innovation and Communication from the 

Commission to the Member States on the application of Articles 107 and 108 of the Treaty on the 

Functioning of the European Union to short-term export-credit insurance 2020/C 224/02, C/2020/4355 

(OJ C 224, 8.7.2020, p. 2). 
59  OJ C 290, 10.08.2016, p.11. and OJ C 224, 8.7.2020, p. 2. 
60  Judgment of 22 September 2020, Austria v Commission, C-594/18 P, EU:C:2020:742, paragraphs 20 

and 24. 
61  Judgment of 22 September 2020, Austria v Commission, C-594/18 P, EU:C:2020:742, paragraph 44. 
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HPSs, Greece confirms that they will only store electricity produced from RES and 

no other sources (i.e. heavy oil or diesel).  

(162) Moreover, if the supported activity or aid measure or the conditions attached to it, 

including its financing method when it forms an integral part of it, entail a violation 

of relevant Union law, the aid cannot be declared compatible with the internal 

market62. For example, in the field of energy, any levy that has the aim of financing a 

State aid measure and forms an integral part of that measure needs to comply in 

particular with Articles 30 and 110 TFEU63. 

(163) According to settled case law, for a levy to be regarded as forming an integral part of 

an aid measure, it must be hypothecated to the aid under the relevant national rules, in 

the sense that the revenue from the charge is necessarily allocated for the financing of 

the aid and has a direct impact on the amount of the aid and, consequently, on the 

assessment of the compatibility of that aid with the common market64. In particular, 

the charge at issue must be levied specifically and solely for the purpose of financing 

the aid at issue65. 

(164) The Commission notes that the notified scheme, as well as the scheme approved by 

the 2021 decision, are financed fully and exclusively through a new levy, the DRC, 

imposed on electricity consumption, including both electricity domestically produced 

and imported electricity (see recitals (115) to (117)).  

(165) The total amount of the levy will be dynamically calculated and it will correspond to 

the amount of operating aid actually remaining to be paid after the local price of 

electricity or the reference market price is deducted from the RV. The levy is 

periodically paid either on the weekly or monthly basis and fully cleared at the end of 

each year. In other words, where the RES sub-account runs a surplus or a deficit, the 

levy will be adjusted accordingly. In case of a surplus, the Commission notes that this 

amount remains in the account for future payments enabling the DRC to be adjusted 

downwards subsequently. In case of a deficit, the Commission notes that the State 

will not intervene to cover the shortfalls through the State budget and, therefore, no 

other sources of financing are foreseen, except for the DRC.  

(166) The Commission cannot exclude the existence of hypothecation between the DRC 

and the aid granted under the notified scheme. Therefore, the Commission will assess 

the compatibility of the DRC with Articles 30 and 110 TFEU.  

(167) According to the case-law66, a charge, which is imposed on domestic and imported 

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

                                                 
62  Judgment of 22 September 2020, Austria v Commission, C-594/18 P, EU:C:2020:742, paragraph 44.  
63  Judgment of 17 July 2008, Essent Netwerk Noord and Others, C-206/06, EU:C:2008:413, paragraphs 

40 to 59. For the application of Articles 30 and 110 TFEU to tradable certificates schemes, see 

Commission Decision C(2009)7085 of 17.9.2009, State aid N 437/2009 — Aid scheme for the 

promotion of cogeneration in Romania (OJ C 31, 9.2.2010, p. 8), recitals 63 to 65. 
64  See judgment of 22 December 2008, Régie Networks v Rhone Alpes Bourgogne, C-333/07, 

EU:C:2008:764, paragraph 99 and case law cited. 
65  See judgment of 22 December 2008, Régie Networks v Rhone Alpes Bourgogne, C-333/07, 

EU:C:2008:764, paragraphs 100 and 104. 
66  Judgments of 11 March 1992, Compagnie Commerciale de l’Ouest and Others, C‑78/90 to C‑83/90, 

EU:C:1992:118, paragraph 27, and of 27 October 1993, Scharbatke, C‑72/92, EU:C:1993:858, 

paragraph 10; see also, to that effect, judgment of 17 July 2008, Essent Netwerk Noord and Others, 

C‑206/06, EU:C:2008:413, paragraphs 40 to 57. 
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if the revenue from such a charge is used to support activities which specifically 

benefit the taxed domestic products. Such a charge would include a levy 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 TFEU. 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 TFEU and will be contrary to this provision 

as regards the proportion used to offset the burden borne by the domestic products.  

(168) 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 RES installations and thereby may violate Articles 30 or 110 TFEU.  

(169) The Commission notes that Greece will open the competitive bidding process to RES 

and heCHP producers established in other EEA States, under the joint call for tenders 

for solar PV and wind for foreign projects located outside Greece organised under the 

2021 decision (see recital (117)). For the calculation of the total capacity that will be 

open to the competitive bidding process to RES and heCHP producers established in 

other EEA States, the Commission notes that Greece will also consider the new HPS 

capacity to receive aid under the notified scheme.  

(170) The Commission considers this partial opening of the competitive bidding process to 

remedy any potential discrimination against RES producers in other Member States, 

under Articles 30 and 110 TFEU. In light of the above, the Commission considers 

that the notified scheme does not infringe relevant Union law. 

3.3.2. Negative condition: the aid measure cannot unduly affect trading 

conditions to an extent contrary to the common interest 

3.3.2.1. The market affected by the aid 

(171) The market affected by the aid is the market for electricity production in Greece. 

3.3.2.2. The positive effects of the aid  

(172) As indicated in section 3.3.1.1, the measure contributes to the development of certain 

economic activity, i.e. the production of RES electricity from HPSs. The promotion 

of the development of renewable energy is one of the aims of the Union’s policy on 

energy. The measure is also in full consistency with the Greece’s NECP and the 

Union’s RES and emissions targets. 

3.3.2.3. The negative effects of aid on the internal market: the aid 

measures minimize the distortions on competition and 

trade  

I. Need for State intervention 

(173) According to subsection 3.2.2 of the EEAG, the Member State needs to demonstrate 

that there is a need for the State intervention and, in particular, that the aid is 

necessary to remedy a residual market failure that otherwise would remain 
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unaddressed. In the case of the support for the production of electricity from 

renewable sources, the Commission presumes that a residual market failure remains, 

which can be addressed through aid for renewable energy, for the reasons set out in 

point 115 of the EEAG.  

(174) Based on the information submitted by the Greek authorities (see recital (33)), the 

Commission notes that the production of RES electricity from an HPS still require 

State intervention in the form of subsidies to be financially viable in Greece. The aid 

will contribute towards the achieving of the goal of the green transition based on 

market terms.  

(175) Therefore, based on the assessment carried out by the Greek authorities, it is unlikely 

that, absent the aid, the development of electricity production from renewable energy 

sources would occur or that it would occur to the same extent or at the required pace 

to achieve the targets set out in the Greek NECP, in accordance with the Governance 

Regulation (see recitals (28) and (30)) or the target of at least 32 % share of 

renewable energy sources on the energy consumption in 2030 set by RED II or the 

European Green Deal goals.  

(176) The Commission therefore concludes that the notified scheme is a necessary 

instrument to contribute to the development of certain economic activities. 

II. Appropriateness 

(177) According to point 40 of the EEAG, the proposed measure must be an appropriate 

instrument to address the policy objective concerned. According to point 116 of the 

EEAG, the Commission presumes the appropriateness and limited distortive effects 

of the aid provided that all other compatibility conditions are met. As will be shown 

in the sections below, the compatibility conditions for the notified scheme are met.  

(178) Therefore, the Commission considers the aid granted under the notified scheme to be 

appropriate. 

III. Incentive effect 

(179) In line with point 49 of the EEAG, an aid measure has an incentive effect if it 

incentivises the beneficiary to change its behaviour towards the development of a 

certain economic activity pursued by the aid measure and if the change in behaviour 

would not occur without the aid67. Furthermore, point 50 of the EEAG stipulates that 

aid does not present an incentive effect in all cases where works on the project started 

prior to the aid application.  

(180) As stated in recital (32), a residual market failure still exists in the production of RES 

electricity from HPSs in the NIIs in Greece. In the absence of aid, the Commission 

notes that HPSs will not be deployed at the required scale and pace (see recital (34)). 

(181) Furthermore, as stated in recital (34), the Commission notes that the notified scheme 

provides for a safety net, without which the operation of HPSs would not be 

                                                 
67  See, to that effect, points 49 and 144 of the EEAG, as well as judgment of 22 September 2020, Austria 

v Commission, C-594/18 P, EU:C:2020:742. 
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economically viable in Greece. The aid has an effect of incentivising the beneficiaries 

to change their behaviour, i.e. to invest in HPSs.  

(182) As stated in recital (106), Greece confirms that, in line with point 50 of the EEAG, 

beneficiaries will have to state that works on the HPS projects have not begun before 

those beneficiaries of the notified scheme have submitted an aid application. For the 

four mature projects in Crete, the Commission notes that, on the basis of the 

information provided by Greece, no works have started on those projects, except for 

the necessary studies needed for obtaining the relevant permits. As stated in recital 

(107), Greece confirms that it will also comply with the provisions of points 51 and 

52 of the EEAG when granting aid to the beneficiaries of the notified scheme. 

(183) The Commission therefore concludes that the aid granted under the notified scheme 

has an incentive effect, as the measures induce the beneficiaries to change their 

behaviour and invest in HPSs, which they would not undertake without the aid. 

IV. Proportionality 

(184) Point 27(e) of the EEAG stipulates that for aid to be proportionate it should be 

limited to the minimum amount necessary to achieve the objective of development of 

certain economic activities.  

(185) 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 

induce the additional investments or activity by the beneficiary.  

(186) Furthermore, point 87 of the EEAG provides that in case of operating aid granted by 

way of a competitive bidding process, the proportionality of individual aid is 

presumed to be met if the general conditions are fulfilled.  

A. Assessment of compliance with point 124 of the 

EEAG 

(187) According to point 124(a) of the EEAG, operating aid granted to energy from 

renewable sources must be granted as a premium in addition to the market price 

whereby the generators sell their electricity directly to the market. 

(188) As set out in recitals (61) and (93), as long as the NIIs remain non-interconnected, 

HPSs will receive support in the form of a fixed feed-in tariff. In fact, as set out in 

recital (11), there is no wholesale electricity market in the NIIs that are currently not 

interconnected. Therefore, point 124(a) of the EEAG providing that aid has to be 

granted as a premium on top of the market price is not applicable, as no markets (and 

consequently no market price) exist in those NIIs. Also point 124(b) of the EEAG on 

standard balancing responsibilities is not applicable to HPSs as long as the NIIs 

remain non-interconnected, as no liquid intra-day markets exist. Finally, point 124(c) 

of the EEAG is not applicable because negative prices cannot occur (see recital 

(109)). 

(189) The Commission therefore concludes that beneficiaries of Measure 1 and Measure 3 

comply with point 124 of the EEAG as long as the NII remains non-interconnected. 

(190) As described in recitals (78) and (94), the Commission notes that operating aid for the 

beneficiaries of Measure 2 and Measure 3 after the NII is interconnected to the NIS 
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will be granted in the form of a sliding premium that will work as a two-way contract. 

This sliding premium equals the difference between the RV of a project (determined 

either outside the tendering procedure when it reflects the LCOE of the respective 

individual HPS in Crete or in a tendering procedure where it equals the bid price) and 

the reference market price.   

(191) As explained in recital (82), the reference market price is determined monthly by 

dividing the sum of the hourly value of the actual generation of the respective RES 

technology by the total monthly actual generation of that technology.   

(192) The Commission also notes that after the interconnection of an NII to the NIS, HPSs 

will directly participate in the electricity market (see recital (109)). 

(193) The Commission therefore concludes that Measure 2 and Measure 3 comply with 

point 124(a) of the EEAG after the NII is interconnected to the NIS. 

(194) According to paragraph 124(b) of the EEAG, beneficiaries of operating aid granted 

are subject to standard balancing responsibilities, unless no liquid intra-day markets 

exist. 

(195) As described also in recital (98) of the 2021 decision, the current market structure in 

Greece does not include a liquid intra-day market. As described in recital (108), for 

the period after the interconnection of the NII to the NIS, the Commission notes that 

the HPSs in those NIIs will be subject to full balancing responsibilities after the 

activation of a continuous intra-day market in Greece (foreseen in 2022), without 

waiting to achieve a liquid intra-day market. This obligation is in line with point 

124(b) of the EEAG.  

(196) The Commission therefore concludes that Measure 2 and Measure 3 comply with 

point 124(b) of the EEAG after the NII is interconnected to the NIS.  

(197) As provided in recital (109), the Commission notes that for the period after the 

interconnection of the NII to the NIS, Greece will not pay any support to the aid 

beneficiaries of Measure 2 and Measure 3 in the respective NII, which directly 

participate in the electricity market for intervals when zero and/or negative prices 

occur in more than two consecutive hours. 

(198) Therefore, the Commission concludes that Measure 2 and Measure 3 comply with 

point 124(c) of the EEAG after the NII is interconnected to the NIS. 

(199) In conclusion, Measure 1, Measure 2 and Measure 3 comply with point 124 of the 

EEAG. 

B. Exemption from a competitive bidding process for 

operating aid for beneficiaries of Measure 1 (when 

aid is granted outside a competitive bidding 

process) and Measure 2   

(200) For Measure 1, the Commission notes that, as a first-best option, Greece intends to 

organise calls for tenders to grant support to HPSs (see recital (57)). However, the 

Commission notes that, if market interest is not sufficient to support a competitive 

bidding process, as a second-best option, Greece will grant the support to the six 

small NIIs without a competitive bidding process (see recital (58)). As regards 
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Measure 2 the Commission notes that Greece proposes to grant immediate support to 

already mature HPS projects in Crete outside of a competitive bidding process, in 

order to address the needs of Crete's electricity system as soon as possible (see recital 

(68)).  

(201) According to point 126 of the EEAG, operating aid for electricity from renewable 

energy sources is granted in a competitive bidding process on the basis of clear, 

transparent and non-discriminatory criteria, unless: (a) Member States demonstrate 

that only one or a very limited number of projects or sites could be eligible; or (b) 

Member States demonstrate that a competitive bidding process would lead to higher 

support levels (for example to avoid strategic bidding); or (c) Member States 

demonstrate that a competitive bidding process would result in low project realisation 

rates (avoid underbidding). 

(202) As regards Measure 1, as set out in section 2.5.2.1, the Commission notes that if 

Greece grants the support to the six small NIIs outside of a competitive bidding 

process, this exemption would be justified taking into account the risk of a limited 

number of projects in the six small NIIs (see recital (59)). The Commission notes that 

such risk is due to the particular characteristics of the six small NIIs: (i) the electricity 

grids in the six small NIIs are not connected to other systems and there is no plan or 

realistic prospect for the interconnection of those six small NIIs to the NIS in the 

foreseeable future; (ii) the demand for electricity in those six small NIIs is at such a 

low level that it deters new investment in generating capacity over and above that 

level; and (iii) the economic activity on those six small NIIs is minimal. Therefore, 

based on the information submitted by Greece, the Commission considers the 

exclusion of beneficiaries of Measure 1 from a competitive bidding process (in case 

tenders cannot be organised under Measure 1) would be justified in line with point 

126(a) of the EEAG. 

(203) As regards Measure 2, as set out in section 2.5.3.1, the Commission notes that Greece 

argues that granting the aid to beneficiaries of Measure 2 outside of a competitive 

bidding process is justified taking into account the risk of limited number of projects, 

the risk of higher support levels and the risk of low project realisation rates.  

(204) First, the Commission notes that currently four mature HPS projects are known to be 

eligible for support in Crete. The other HPSs projects in Crete still need their 

environmental permits, which will still take some time to be obtained. This means 

that the immature projects cannot be said to constitute valid candidates for 

contribution to Crete’s immediate capacity needs due to the delay that is normally 

expected to be involved in the issuing of the environmental permit (see recital (75)). 

(205) Second, the Commission notes that the installed capacity of the four projects that are 

currently mature enough to participate in a tender is 84.45 MW, which is lower than 

the 120 MW that represents the maximum amount of capacity that Greece intends to 

build in Crete under the notified scheme (see recital (76)). As explained by Greece, 

those HPS projects involve significant development costs from the initiation up to the 

grid connection offer licensing step, therefore there is a risk of strategic bidding 

conditions from large developers and companies that could outcompete projects from 

small developers that could possibly lead to even higher support levels. 

(206) Third, the Commission notes that many problems could arise during the construction 

period and either delay or even cancel the whole HPS project, which would result in 

low project realisation rates (i.e. of the ones selected during the auction process) (see 
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recital (77)). As explained by Greece, those problems relate mainly to unforeseen 

barriers, for instance linked to the grid construction in remote areas, land permission 

issues as well as construction permits and works.  

(207) Therefore, based on the information submitted by Greece, the Commission considers 

the exclusion of beneficiaries of Measure 2 from a competitive bidding process to be 

justified in line with point 126 of the EEAG. 

(208) Point 128 of the EEAG provides that in the absence of a competitive bidding process, 

the conditions provided in point 124 and 131 of the EEAG need to be complied with. 

(209) The Commission has already concluded in recital (199) that Measure 1 and Measure 

2 comply with the conditions provided in point 124 of the EEAG. 

(210) As regards the conditions provided in point 131 of the EEAG, the Commission first 

notes that the aid per unit of energy does not exceed the difference between the 

LCOE for each individual HPS project in the six small NIIs (calculated when a tender 

procedure cannot be organised) and Crete, on the one hand, and the local electricity 

price calculated for the respective NII (for Measure 1) or the reference market price 

(for Measure 2) (see recitals (63) and (78)), on the other. As stated in recitals (63) and 

(79), the LCOE equals the RV of each project and it will be set individually for each 

project, after the HPS project developers are notified to submit their applications for 

aid and before the signing of the contract that will grant aid to the HPS projects (see 

recital (65)). The Commission notes that the HPS project developers will provide all 

necessary data in order to allow the Technical Committee provided in recital (65) to 

estimate the WACC, CAPEX and OPEX and the LCOE/RV for each project. The 

Commission notes that an external auditor will evaluate and validate the data that will 

be provided by the HPS project developers to calculate the LCOE, which ensures that 

any potential risks of overcompensation are reduced to the minimum for the 

beneficiaries of Measure 1 (when aid is granted outside a competitive bidding 

process) and Measure 2. Moreover, as stated in recitals (63) and (78), the aid will be 

calculated as the difference between the RV of each individual project and the local 

electricity market price in each of the six small NIIs (for Measure 1, when aid is 

granted outside a competitive bidding process) or the reference market price (for 

Measure 2). Therefore, the aid granted under Measure 1 (outside a competitive 

bidding process) and Measure 2 complies with point 131(a) of the EEAG.  

(211) Second, the Commission notes that the LCOE of each individual HPS project in the 

six small NIIs (when aid is granted outside a competitive bidding process) and Crete 

includes a reasonable profitability level, measured by the IRR. As set out in recital 

(45), Greece calculated the IRR of a typical HPS project on the basis of a 

methodology that took into account the cost of project development as well as the 

supply and installation of the equipment (CAPEX), the fixed and variable operational 

expenditure (OPEX), the expected electricity production and all other technical and 

accounting parameters that determine the cost and revenue of the HPSs units under 

consideration. Based on data for a typical HPS, the Commission notes that Greece 

calculated the cost of capital or WACC of such a typical installations based on valid 

assumptions, resulting in a level of [6-10] % post tax (see recital (46)). Since the 

WACC also represents the maximum IRR of projects in the six small NIIs (when aid 

is granted outside a competitive bidding process) and Crete, a typical project will be 

profitable enough to cover its financing costs. Therefore, the Commission considers 

this level of [6-10] % IRR to be a reasonable and proportional return on capital for an 

HPS project. Furthermore, as set out in recitals (63) and (79), investment aid will be 
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deducted from operating aid when calculating the LCOE, in line with point 131(b) of 

the EEAG.  

(212) Third, the Commission notes that the LCOE is calculated individually, for each HPS 

project before the signing of the contract that will grant aid to the HPS project. 

Therefore, the LCOE is updated every time a new HPS project applies for aid under 

Measure 1 (when aid is granted outside a competitive bidding process) and Measure 2 

of the notified scheme, in line with point 131(c) of the EEAG. Moreover, the 

Commission notes that, through the lifetime of a project (for example, every three 

years), Greece will carry out periodic reviews of the approved RVs (LCOEs) of 

individual projects and carry out potential adjustment to values lower than their 

initially approved RV, should this be deemed necessary, in order to avoid 

overcompensation (see recitals (66) and (81)).  

(213) Finally, the Commission notes that the aid will be granted for a period of 20 years, 

which is the normal depreciation period in Greece for HPS installations.  

(214) The Commission concludes that Measure 1 (when aid is granted outside a 

competitive bidding process) and Measure 2 comply with the conditions provided in 

point 131 of the EEAG. 

C. Competitive bidding process for operating aid for 

beneficiaries of Measure 1 (when aid is granted 

following a competitive bidding process) and 

Measure 3  

(215) The Commission notes that the proportionality of the aid under Measure 1 (when aid 

is granted following a competitive bidding process) and Measure 3 is ensured by 

granting the aid through a competitive bidding process on the basis of clear, 

transparent and non-discriminatory criteria in line with point 80 of the EEAG. 

(216) According to point 126 of the EEAG, operating aid for electricity from renewable 

energy sources has to be granted in a competitive bidding process on the basis of 

clear, transparent and non-discriminatory criteria, organised in line with point 19(43) 

of the EEAG.  

(217) The competitive bidding process put in place for Measure 1 (when aid is granted 

following a competitive bidding process) and Measure 3 is described in section 

2.5.4.1 and is based on a pay-as-bid procedure. The setting out of the parameters and 

organisation of the auctions is split between the MEE and the official body. The 

Commission notes, as set out in recital (86), that the competitive bidding process 

ensures the aid granted to the beneficiaries of Measure 1 (when aid is granted 

following a competitive bidding process) and Measure 3 to be limited to the 

minimum needed to achieve the operation of the HPSs, since the projects are awarded 

operating aid contracts on the basis of a sole award criterion, namely the lowest price. 

Participants will bid the price of electricity injected to the local grid, regardless of 

whether this electricity is directly injected by the RES unit or cycled through the 

storage facility of the HPS. Therefore, the price offered in the bidding process is 

equal to the LCOE (EUR/MWh) of the entire HPS.   

(218) In line with point 126 of the EEAG, the Commission considers that the competitive 

bidding process put in place for Measure 1 (when aid is granted following a 

competitive bidding process) and Measure 3 is based on clear, transparent and non-
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discriminatory criteria given that: (a) potential bidders are in a position to understand 

in advance of any tendering procedure how such a procedure will take shape and how 

to tailor their bid to that effect; (b) all potential bidders are provided with the same 

information in advance and are placed on an equal footing before the tendering 

procedure commences; and (c) no advantage is awarded based on other criteria such 

as size or incumbency. Accordingly, the Commission concludes that operating aid 

granted under Measure 1 (when aid is granted following a competitive bidding 

process) and Measure 3 is proportionate.  

(219) Point 126, fourth sentence, of the EEAG provides that the bidding process can be 

limited to specific technologies where a process open to all generators would lead to 

a suboptimal result which cannot be addressed in the process design in view of, inter 

alia, the need to tackle network constraints. 

(220) The Commission notes that the competitive bidding process put in place for Measure 

1 (when aid is granted following a competitive bidding process) and Measure 3 

cannot be considered as technology neutral. However, the Commission considers that 

Greece has shown that the type of specific bidding process put in place for Measure 1 

(when aid is granted following a competitive bidding process) and Measure 3 is 

needed in order to tackle the network constraints existing in the NIIs. More 

specifically, the Commission notes that because of the saturated grids in the NIIs (see 

recital (13)), it is not possible currently to have new grid connection applications for 

RES projects. The level of RES in the NIIs can be increased further only by adding 

storage facilities, as integral part of the HPS. As regards the RES participating 

technologies, the Commission notes that Greece intends to allow only solar PV and 

wind as participating technologies, in order to increase their dispatchability (see 

recital (100)). Other RES generation technologies, such as biomass/biogas, 

hydropower, geothermal etc., are inherently dispatchable, and therefore Greece does 

not plan to support the installation of those RES technologies in the form of an HPS. 

As regards the storage facilities, the Commission notes that they will include pumped 

storage and batteries, without excluding other technologies, should such projects 

appear. 

(221) The Commission considers that Greece has shown that the type of specific bidding 

process can be limited to HPS projects given that a process open to all generators 

would lead to a suboptimal result which cannot be addressed in the process design in 

view of the need to develop RES in the NIIs and to tackle the network constraints of 

the systems, in line with point 126, fourth sentence, (c), of the EEAG and that there 

are sufficient safeguards to prevent overcompensation.    

D. Conclusion on the assessment of proportionality  

(222) As set out in recital (120), any investment aid previously received must be deducted 

from the operating aid. Accordingly, the aid granted under the notified scheme 

complies with point 129 of the EEAG.  

(223) As set out in recital (123), the aid granted under the notified scheme will be granted 

until 31 December 2026. Accordingly, the Commission concludes that the notified 

scheme complies with point 121 of the EEAG, which provides that schemes can be 

authorised for a maximum period of 10 years. 

(224) As set out in recitals (118) and (120), any investment aid (either as a grant or in any 

other equivalent form) will be deducted from the operating aid received under the 
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notified scheme. In addition, as set out in recital (118), the aid granted under the 

notified scheme will comply with the provisions of point 82 of the EEAG when the 

HPS project benefits of de minimis aid. Accordingly, the Commission concludes that 

the notified scheme complies with points 81 and 82 of the EEAG. 

(225) In light of the above, the Commission considers the aid granted under Measure 1, 

Measure 2 and Measure 3 to be proportionate and in line with the relevant EEAG 

sections. 

3.3.3. Weighing up the positive effects of the aid with the negative effect on 

the internal market  

(226) The negative effects of a measure on competition and trade must be sufficiently 

limited, so that the overall balance of the measure is positive. The Court of Justice 

has clarified that in order to assess whether a measure adversely affects trading 

conditions to an extent contrary to the common interest, the Commission must weigh 

up the positive effect of the planned aid for the development of the activities that aid 

is intended to support and the negative effects that the aid may have on the internal 

market68. 

(227) On the positive side of the balance, the Commission notes that the notified scheme 

will facilitate the development of RES from wind and solar PV. As stated in recital 

(28), the first main objective of the notified scheme is to increase the level of RES in 

the energy mix of the NIIs in Greece, currently estimated to around 20 % of the 

annual electricity demand (see recital (13)) to levels of up to 50 % of the annual 

electrical energy demand on each NII. Given the saturated grids in the NIIs (see 

recital (13)), the Commission takes note that the level of RES in the NIIs can be 

increased further only by adding storage facilities to support new RES units, in the 

form of HPSs. Moreover, the aid should induce positive indirect effects in terms of 

environmental gains. As set out in recital (35), the Commission notes that HPSs will 

effectively contribute towards the capacity adequacy of the NIIs and, therefore, they 

will reduce the need to operate and to develop further in these islands thermal 

generation units, which are environmentally unsustainable and socially unacceptable. 

(228) In this regard, the Commission notes that promotion of the development of renewable 

energy is one of the aims of the Union’s policy on energy pursuant to Article 194 

TFEU. Moreover, point 30 of the EEAG recognises that an increased level of 

environmental protection may be attained through a shift to a low carbon economy 

with a significant share of variable energy from RES. 

(229) Therefore, the Commission welcomes the fact that, as explained in section 2.3, the 

notified scheme supports the new EU69 and national targets (climate neutrality by 

2050 and increased use of renewable energy sources). It is also consistent with the 

Greek NECP aiming at increasing the share of renewables in the national energy mix 

at low cost for the electricity consumer.  

                                                 
68  Judgment of 22 September 2020, Austria v Commission, C-594/18 P, EU:C:2020:742, para 101. 
69  Directive (EU) 2018/2001 establishes a binding renewable energy target for the EU for 2030 of 32% 

(RED II) and Regulation (EU) 2021/1119 of the European Parliament and of the Council of 30 June 

2021 establishing the framework for achieving climate neutrality and amending Regulations (EC) No 

401/2009 and (EU) 2018/1999 (‘European Climate Law’), OJ L 243, 9.7.2021, p. 1.  
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(230) The Commission notes that the notified scheme will contribute to meeting Greece’s 

national target of 35 % of its energy consumption from RES by 2030. In addition, the 

notified scheme will contribute to achieving the Union target of at least 32 % share of 

RES on the energy consumption in 2030 set by the RED II. The Commission notes 

that the notified scheme is also in line with the Green Deal Communication70 and it is 

fully aligned with the “Declaration on Clean Energy for EU islands” which Greece 

signed in May 2017 (see recital (37)). Greece is determined to promote and support a 

tailor-made clean energy transition for the NIIs, which should also help improving 

the cost efficiency of electricity, while preserving security of supply. 

(231) As explained in recitals (32) and (33), a residual market failure still exists in the 

production of electricity from HPSs in the NIIs of Greece and that the market alone 

cannot bring about efficient results in terms of incentivising investments in HPSs, at 

the scale and pace necessary to attain the national and Union emissions targets 

without the support provided by the notified scheme.   

(232) On the negative side of the balance, the Commission notes that the notified scheme 

provides an advantage to selected beneficiaries, to the exclusion of other electricity 

producers. However, the Commission notes that operating aid will be granted either 

for each individual HPS project in the six small NIIs (outside a competitive bidding 

process) and Crete or allocated through a competitive bidding process in the six small 

NIIs (when a competitive bidding process is organised) and the other 22 NIIs. 

Operating aid will be granted through a feed-in tariff only for the period when the NII 

is not interconnected to the NIS. After the interconnection, all operating aid will be 

allocated through a two-way sliding premium based on a reference price calculated 

monthly, which is paid out on top of the reference market price in the months when 

the RV exceeds the reference market price. However, in the months when the 

reference market price exceeds the beneficiary’s RV, each beneficiary will pay an 

amount equivalent to the sliding premium back to DAPEEP (see recital (83)).  

(233) Therefore, Measure 1, Measure 2 and Measure 3 are designed to limit distortions of 

competition. 

(234) Point 116 of the EEAG establishes a presumption that aid to energy from renewable 

sources has limited distortive effects provided all other compatibility conditions are 

met. As it is explained under sections 3.3.1, 3.3.2, 3.3.3 above and section 3.3.4 

below, those conditions are met. The Commission therefore considers that the design 

of the notified scheme ensures that distortions of competition and trade are kept to the 

minimum. 

(235) In light of the above, the Commission concludes that the notified scheme has 

significant positive effects in terms of facilitating an economic activity and of 

environmental protection 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. Therefore, the aid at issue facilitates the development of 

certain economic activities while not adversely affecting trading conditions to an 

extent contrary to the common interest, as required by Article 107(3)(c) TFEU. 

                                                 
70  Section 2.1.1. Increasing the EU’s climate ambition for 2030 and 2050 of the Communication from the 

Commission to the European Parliament, the European Council, the Council, the European Economic 

and Social Committee and the Committee of the Regions: The European Green Deal, COM/2019/640 

final. 
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3.3.4. Transparency of the aid and firms in difficulty or subject to an 

outstanding recovery order 

(236) According to points 104 and 106 of the EEAG, Member States have the obligation to 

ensure transparency of the aid granted by publishing certain information on a 

comprehensive State aid website. The Commission takes note that, as explained in 

section 2.12, the Greek authorities comply with that transparency requirement by 

publishing the relevant data for the notified scheme on a national website that will 

link to the Commission's transparency register. 

(237) As explained in section 2.13, the Commission notes that no aid will be granted to 

undertakings in difficulty and all firms that intend to participate in the call for tenders 

under Measure 1 (when a competitive bidding process is organised) and Measure 3 

will have to provide a declaration that they are not an “undertaking in difficulty”. 

Also, for the HPS projects in the six small NIIs (when no competitive bidding 

process is organised) and Crete, that declaration has to be submitted when the 

beneficiaries sign the operating aid contracts. The Commission notes that Greece 

intends to allow undertakings that were not in difficulty on 31 December 2019 but 

became undertakings in difficulty in the period from 1 January 2020 to 30 June 2021 

to participate in the notified scheme, in line with the amended EEAG. The 

Commission therefore considers that Measure 1, Measure 2 and Measure 3 are in line 

with point 16 of the EEAG. The Greek authorities also confirm that no aid can be 

granted to undertakings subject to an outstanding recovery order following a previous 

Commission decision declaring aid illegal and incompatible with the internal market. 

The Commission therefore considers that the notified scheme is in line with point 17 

of the EEAG. 

3.3.5. Conclusion with regard to the compatibility of the notified scheme 

(238) In light of the above, the Commission considers that the notified scheme facilitates 

the development of an economic activity in a necessary and proportionate way 

without unduly affecting competition and trade, and that the aid granted under the 

notified scheme is therefore compatible with the internal market on the basis of the 

EEAG. 

4. CONCLUSION 

(239) In light of the above assessment, the Commission decided not to raise any objections 

to the aid granted under Measure 1, Measure 2 and Measure 3 of the notified scheme 

on the grounds that it is compatible with the internal market pursuant to Article 

107(3)(c) TFEU.  
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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 

Executive Vice-President 
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