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EFTA SURVEILLANCE AUTHORITY DECISION 

 
of 18 July 2011 

 
on the aid to Sway Turbine AS 

(Norway) 

The EFTA Surveillance Authority (“the Authority”) 

HAVING REGARD to the Agreement on the European Economic Area (“the EEA 
Agreement”), in particular to Article 61(3)(c), 

HAVING REGARD to the Agreement between the EFTA States on the Establishment of a 
Surveillance Authority and a Court of Justice (“the Surveillance and Court Agreement”), 
in particular to Article 24, 

HAVING REGARD to Protocol 3 to the Surveillance and Court Agreement (“Protocol 
3”), in particular to Article 1(3) of Part I and Article 4(3) of Part II, 

Whereas: 

 

I. FACTS 

1 Procedure 
(1) By letter dated 23 June 2011 (Event No 601856), the Norwegian authorities 

notified the aid to Sway Turbine AS (“Sway”), pursuant to Article 1(3) of Part I of 
Protocol 3. The Norwegian authorities submitted further information via emails 
dated 28 June 2011 (Event No 602597) and 11 July 2011 (Event No 604105). 

2 Descr iption of the measure 

2.1 The notified project 
(2) The aid is granted to Sway for a pilot project intended to demonstrate and qualify 

an innovative new type of gearless light-weight high-capacity (10 MW) wind 
turbine (“the Sway turbine”), which will be set up in Naturgassparken, an 
industrial area located in Øygarden in the county of Hordaland, close to the city of 
Bergen on the Norwegian west coast (“the Sway project”). Although the Sway 
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turbine is designed for offshore use, it will be installed onshore for the purposes of 
the pilot project. 

(3) The Sway turbine is essentially a three bladed, pitch regulated, permanent magnet, 
wind turbine generator system. The main components of the Sway wind turbine are 
(i) the blades, (ii) the blades support structure, (iii) the generator with a converter 
and a transformer, (iv) the generator support structure and (v) the tower. The rotor 
diameter is 145 metres.  

(4) According to a third party report provided to the Authority by the Norwegian 
authorities, the uniqueness of the turbine lies in the unconventionality of many of 
the primary components. The combination of the new constructions give the 
turbine a substantial cost of energy advantage over standard designs scaled to 
similar capacity. In addition, it is submitted that the number of rotating mechanical 
elements is reduced, resulting in higher system reliability.  

(5) According to the information provided to the Authority, some of the unique 
components are new in this area of application, but of proven or limited field 
history, and a few are known, but are of an unproven technology. The following 
information relating to the notified project has been provided:   

a. The known structural elements from existing offshore wind turbine 
technology include the foundation, tower, yaw system and mainframe. 
Standard industry guidelines and codes will be complied with for the 
design of these elements;   

b. The blades, main shaft, pitch system, and main bearings are unique, but of 
similar function and form to existing wind turbines. The industry standard 
design guidelines and manufacturing practices are applicable, and only 
minor additional qualification testing is required for these components; and 

c. The ring generator structure and blade support structure are new and unique 
structural elements in the turbine design. They are constructed of and 
manufactured by known methods. Industry guidelines are followed where 
applicable, and additional tests have been constructed to qualify their 
suitability and performance in the system. 

(6) The purpose of the notified pilot project is to allow Sway to demonstrate the 
turbine under realistic (onshore) operating conditions in order to introduce it to the 
market. The goal is to verify a target turbine cost of NOK ([…]) per MW. 
According to the Norwegian authorities, this represents a reduced turbine 
investment cost for wind power of 18% compared to state of the art turbine 
technologies (benchmark turbine cost in Norway in 2010 was (NOK […]) per 
MW). According to the Norwegian authorities, turbines normally represent 70% of 
the total investment cost for a wind park.  

(7) It is intended that the turbine will be operated for a period of one to two years, after 
which Sway intends to sell the turbine technology to power producers in the wind 
sector. Prototypes will be sold as soon as possible after the project commences. 
The intention is to build assembly and supply chain capacity of ([…]) units per 
year in 2013-2014 and to fully launch the turbine commercially before 2015.  
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(8) The project also foresees that the turbine will produce for sale on the market ([…]) 
GWh of electricity in its first year of operation, and 20 GWh in its second year. 

(9) With a view to carrying out the Sway project, Sway has entered into a contract 
with ([…]). Under the terms of this contract, ([…]) is responsible for the operation 
of the turbine as the expert operation manager during the lifetime of the project. 
This entails that Sway has to comply with ([…]) decisions about the operation of 
the turbine.1

(10) The objective of the Norwegian authorities and the rationale of the aid measure is 
to significantly reduce the cost of wind power and thus potentially increase the 
proportion of renewables in the Norwegian energy mix.  

 The Sway turbine will be unattended and remote-operated, and will be 
integrated into ([…]) surveillance systems. Additionally, ([…]) will sell the 
electricity generated during the project period on the Nord Pool power exchange, 
of which Sway will receive the net revenue (i.e. net of the normal operating cost 
connected to the sale of electricity). According to the Norwegian authorities, the 
contract has been entered into on commercial terms.  

2.2 The recipient  
(11) The recipient of the aid, Sway Turbine AS (“Sway”), is a single purpose limited 

liability company dedicated to commercialising its 10 MW turbine. Sway does not 
own any power producing facilities. 

(12) Sway is owned by Inocean AS (“Inocean”) (25%), Eystein Borgen AS (22%), 
Statoil New Energy AS (“Statoil New Energy”) (16%), Lyse Produksjon AS 
(“Lyse”) (12%) and others (23%). 

(13) Sway has received a total of NOK 13.6 million of aid from the Norwegian 
Research Council for carrying out three research and development projects 
connected to the Sway turbine.2

2.3 The Norwegian Energy Fund scheme  

 The Norwegian authorities have confirmed that 
the aid granted for these projects does not cover the same eligible costs covered by 
the notified aid in the case at hand. Additionally, the Norwegian authorities have 
confirmed that the aid does not cumulate with any other aid from the Norwegian 
authorities. 

(14) The funding of the Sway project was notified as a disbursement of aid under the 
Norwegian Energy Fund scheme, which was approved by the Authority’s Decision 
No 125/06/COL of 3 May 20063

                                                
1  In accordance with the Regulation on safety of works on and management of electrical installations 

(Regulation No 458 of 28.4.2006 Forskrift om sikkerhet ved arbeid i og drift av elektriske anlegg).  

 on the basis of Article 61(3)(c) of the EEA 
Agreement.  

2  Firstly, in 2004 Sway received NOK 2.7 million for the development of a floating wind energy converter 
for deep water (the project period was 2005-2008). Secondly, in 2009 Sway received NOK 7 million for 
the development of the 10 MW turbine. The project was carried out in 2009-2010, and the aid covered 
costs connected to the implementation of the test project as well as the development of: (i) control 
systems, (ii) the generator’s electromagnetic and mechanical design, (iii) production methods for test 
elements. Thirdly, Sway received NOK 3.6 million in 2010 for the construction and testing of a small-
scale (1:7) model of Sway’s floating turbine tower. 

3  As amended by the Authority’s Decision No 486/10/COL of 15.12.2010 on the prolongation of the 
Norwegian Energy Fund scheme.  
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(15) The Energy Fund scheme is a financing mechanism with the objective of 
encouraging energy saving measures and the production of environmentally sound 
energy.4

(16) Grants under the Energy Fund scheme are disbursed under programmes. The 
funding in the present case stems from the New energy technology programme 
(“the programme”) and, more specifically, the programme’s Renewable marine 
power generation chapter. 

 Enova SF (“Enova”) is the body established to administer the Energy 
Fund scheme. 

(17) The programme is open for aid applications throughout the year. The texts of the 
programme chapters are available on Enova’s website. The terms of the 
programme chapters are also published in major national and regional newspapers. 
The programme uses web-based application forms. The electronic application 
forms, which have been developed for interactive processing, provide detailed 
instructions about application requirements. Applicants must use Enova’s 
investment calculation tool,5

(18) After determining the extra eligible costs in accordance with the Authority’s 
guidelines on state aid for environmental protection (“EAG”), 

 which is used to determine the eligible costs of the 
projects. 

6

(19) Due to budget constraints, not all applicants can get aid. For the New energy 
technology programme, Enova grants aid to the projects that show the most 
potential for effective environmental protection in terms of capacity and/or 
efficiency. 

 Enova undertakes 
a financial analysis (using a net present value calculation (“NPV calculation”)) of 
each project. Projects with an estimated return on capital which equals or exceeds 
what is considered normal for the relevant projects and industry are ineligible for 
aid. Aid is only considered proportionate if the same result could not be achieved 
with less aid. In practice, Enova will evaluate the rate of return of each project, and 
will compare it to the rate generally applicable for the relevant activity. The aid 
amounts are further limited by the application of the maximum aid intensities of 
the EAG. 

(20) Sway applied to Enova for aid in 2009. Enova decided to grant the aid in February 
2010, on the condition that the aid had to be approved by the Authority.  

2.4 The aid to Sway 
2.4.1 Investment costs, aid intensity under the New energy technology programme 
(21) The proposed aid to Sway consists of a direct grant of NOK 137.2 million. The aid 

will be granted as a form of investment aid. 

(22) The total costs of the Sway project are estimated at NOK ([…]). Of these costs, 
Sway applied to Enova for aid to cover the allegedly eligible costs of NOK ([…]). 
Enova identified a number of those costs as non-eligible undefined contingency 

                                                
4  Decision of Parliament 5.4.2001: Odelstingets vedtak til lov om endringar i lov 29. juni 1990 nr. 50 om 

produksjon, omforming, overføring, omsetning og fordeling av energi m.m (energilova). (Besl.O.75 
(2000-2001), jf. Innst.O.nr 59 (2000-2001) og Ot.prp.nr.35 (2000-2001).  

5  Available online at: http://beregning.enova.no/applicant/newapplication.aspx. 
6  OJ L 144, 10.6.2010, p.1 and EEA Supplement No 29, 10.6.2010, p. 1, also available at: 

http://www.eftasurv.int/state-aid/legal-framework/state-aid-guidelines/.  

http://beregning.enova.no/applicant/newapplication.aspx�
http://www.eftasurv.int/state-aid/legal-framework/state-aid-guidelines/�
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costs. According to Enova’s assessment, the eligible investment costs of the 
project are the following: 

Component Cost (in NOK) 
Detail engineering ([…]) 
Turbine and tower ([…]) 
Construction management ([…]) 
Commissioning ([…]) 
Grid connection ([…]) 
Roads ([…]) 
Foundation ([…]) 
Transport and assembly ([…]) 
Total ([…]) 

 
Table 1: Eligible investment costs of the project 

(23) The main cost item is the wind turbine and tower. The design of the wind turbine is 
the first of its kind. All major components are custom built by sub-contractors. All 
cost estimates are based on quotes from suppliers.  

(24) Under the New energy technology programme, Enova caps the aid at 50% of the 
investment costs. The notified aid of NOK 137.2 million represents ([…]) of the 
estimated eligible investment costs and ([…]) of estimated total project costs. 

2.4.2 Eligible extra costs according to the Authority’s Guidelines on state aid for 
environmental protection 

(25) In order to enable the Authority to assess the aid under the EAG, the Norwegian 
authorities have calculated the eligible costs of the Sway project in accordance 
with the extra cost method of the EAG. 

(26) In the chapter on aid for renewable energy sources7, the EAG requires the eligible 
investment costs to be limited to the extra investment costs borne by the 
beneficiary compared with a conventional power plant with the same capacity in 
terms of the effective production of energy.8 In addition, the EAG requires the 
eligible costs to be calculated net of any operating benefits and operating costs 
related to the extra investment for renewable sources of energy and arising during 
the first five years of the investment.9

(27) With regard to the notification of the proposed aid as environmental aid, the 
Norwegian authorities have provided a conventional reference investment in the 
form of a gas fired plant with the same capacity in terms of the effective 
production of electricity. Even though the Sway pilot project is intended to be 
operational for only one to two years, the Norwegian authorities have, for the 
purpose of calculating the eligible extra costs in accordance with the EAG, 
provided calculations on the difference of the net costs over the first five years 
between the Sway project and the conventional project. 

 

(28) As illustrated above, the eligible investment costs of the Sway project are NOK 
([…]). The cost of the conventional reference investment provided by the 

                                                
7  Chapter 3.1.6 of the EAG. 
8  Point 105 of the EAG. 
9  Point 106 of the EAG. 
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Norwegian authorities is NOK 15 038 947. On this basis, the additional investment 
costs amount to NOK ([…]). 

(29) The Sway project’s net operational benefits (operational benefits minus operational 
costs) for the first five years amount to NOK ([…]). According to the Norwegian 
authorities, in the first five years, the conventional reference investment provides a 
net operational loss amounting to NOK ([…]). On this basis, the net operational 
benefits of the Sway project amount to NOK 21 877 000. 

(30) In sum, (i) the additional investment costs of NOK ([…]), minus (ii) the net 
operational benefits of NOK 21 877 000, give a total of NOK ([…]) in eligible 
extra costs. 

(31) Therefore, applying the calculation method of the EAG, the proposed aid amount 
of NOK 137.2 million results in an aid intensity of ([…]) of eligible extra costs. 

2.4.3 The net present value assessment of the project 
(32) In addition, Enova has performed a net present value assessment of the Sway 

project in order to ensure that the aid is limited to the minimum necessary. 

(33) According to Enova’s method: 

(i) the rate of return cannot exceed the rate of return established by 
independent experts,  

(ii) no aid in excess of the amount necessary to trigger the project will be 
given,  

(iii) a project with a net present value of zero, without aid, will not be eligible 
for support, and  

(iv) projects generating a negative discounted cash flow under normal operating 
conditions (as expected at the time of the investment), will not be eligible 
for aid. 

(34) The Sway project is expected to be in operation for one to two years. However, the 
Norwegian authorities have submitted a net present value calculation on the basis 
of twenty years of operation (the lifetime of the equipment), in order to provide a 
better basis for determining how much aid is necessary to trigger the project. 

(35) According to the Norwegian authorities, even with the aid and with twenty years 
of operation with a positive cash flow, the project has a negative net present value 
and a negative rate of return. 

3 The global wind tur bine manufactur ing market 
(36) Sway intends to operate in the wind turbine manufacturing market. The company 

is a technology supplier with IPR on an innovative turbine design, and an 
innovative tower and mooring arrangement design for floating offshore wind 
turbines. 

(37) According to the information provided by the Norwegian authorities, the current 
wind turbine manufacturing market is dominated by a number of large companies. 
The Norwegian authorities have provided the Authority with an overview of the 
accumulated market positions of the 10 largest turbine producers worldwide: 
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Company Installed turbine capacity 
Vestas 35 000 MW 
Enercon 19 000 MW 
Gamesa 16 000 MW 
GE Energy 15 000 MW 
Siemens 8 800 MW 
Suzlon 6 000 MW 
Nordex 5 400 MW 
Acciona 3 211 MW 
REpower 3 000 MW 
Goldwind 2 889 MW 

 
Table 2: Market positions of largest global turbine producers 

4 Energy pr oduction in Nor way 
(38) Norwegian power companies supply electricity to the transmission or distribution 

network. Once delivery has been made, it is no longer possible to distinguish 
between supplies from different producers. In December 2009, the overall installed 
power capacity (including hydro, wind and thermal power) in Norway was about 
30 966 MW, of which 431 MW was wind power capacity based on 200 turbines. 
The wind power capacity corresponds to the electricity consumption of about 
66 000 households in Norway. In 2009, the volume of overall power produced in 
Norway was 132.8 TWh, of which 95.7% was hydro power and less than 1% wind 
power. 

 

II. ASSESSMENT 

1 The presence of state aid  
(39) Article 61(1) of the EEA Agreement reads as follows: 

“Save as otherwise provided in this Agreement, any aid granted by EC Member 
States, EFTA States or through State resources in any form whatsoever which 
distorts or threatens to distort competition by favouring certain undertakings or 
the production of certain goods shall, in so far as it affects trade between 
Contracting Parties, be incompatible with the functioning of this Agreement.” 

(40) In its Decision No 125/06/COL of 3 May 2006 (as amended), the Authority 
concluded that disbursements to undertakings under the Energy Fund scheme 
constitute state aid within the meaning of Article 61(1) of the EEA Agreement. 
There is nothing in the current notification requiring the Authority to alter that 
conclusion. 

(41) First, the funding under the Renewable marine power generation chapter stems 
from various sources controlled by the State and therefore constitutes state 
resources. Secondly, financial grants are awarded to undertakings which thus 
receive an economic advantage they would not have received in their normal 
course of business. Thirdly, under the Renewable marine power generation 
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chapter, grants are awarded to certain undertakings introducing new technologies 
to the market and favour therefore only certain undertakings within this sector to 
the exclusion of other undertakings. The grants are hence selective. Finally, the 
grant of financial support to undertakings introducing new technologies to the 
market distorts competition10

(42) For these reasons, the Authority finds that the proposed aid to Sway constitutes 
state aid within the meaning of Article 61(1) of the EEA Agreement. 

 and affects trade between the Contracting Parties to 
the EEA Agreement because the beneficiary is active in a sector where trade 
between Contracting Parties takes place.  

2 Procedural requirements 
(43) Pursuant to Article 1(3) of Part I of Protocol 3, “the EFTA Surveillance Authority 

shall be informed, in sufficient time to enable it to submit its comments, of any 
plans to grant or alter aid (…). The State concerned shall not put its proposed 
measures into effect until the procedure has resulted in a final decision”. 

(44) On 23 June 2011, the Norwegian authorities notified the proposed aid to Sway. To 
date, the Authority understands that no disbursements have been made to Sway. 
The Authority can therefore conclude that the obligations pursuant to Article 1(3) 
of Part I of Protocol 3 have been respected. 

3 Compatibility of the aid – the legal framework for  the compatibility 
assessment 

3.1 Applicability of the Guidelines on aid for Research and Development and 
Innovation  

(45) The Authority’s guidelines on state aid for Research and Development and 
Innovation (“the RDI”)11 apply to state aid for research, development and 
innovation in the environmental field,12

(46) Under chapters 5.2-5.8 of the RDI, a number of activities that potentially qualify 
for funding are listed.

 provided that the other criteria for 
applicability as stated in the RDI are met. 

13

(47) Having excluded the applicability of those chapters, the question remains whether 
the project falls under aid for R&D projects within the meaning of chapter 5.1 of 
the RDI (“Aid for R&D projects”). 

 On the basis of the description of the Sway project, the 
Authority concludes, at the outset, that the project does not fall into any of those 
chapters. 

                                                
10  See in this respect Case 730/79 Philip Morris v Commission [1989] ECR 2671, where it is stated that 

“When State financial aid 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.”, paragraph 11. 

11  OJ L 305, 19.11.2009, p. 1 and EEA Supplement No 60, 19.11.2009, p. 1, also available at: 
http://www.eftasurv.int/state-aid/legal-framework/state-aid-guidelines/. 

12  Point 46 of the RDI. See also point 63 of the EAG. 
13  5.2 Aid for technical feasibility studies, 5.3 Aid for industrial property rights costs for SMEs, 5.4 Aid for 

young innovative enterprises, 5.5 Aid for process and organisational innovation in services, 5.6 Aid for 
innovation advisory services and for innovation support services, 5.7 Aid for the loan of highly qualified 
personnel, and 5.8 Aid for innovation clusters. 

http://www.eftasurv.int/state-aid/legal-framework/state-aid-guidelines/�
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(48) Point 50 (e)-(g) of the RDI defines the categories of research that fall within the 
RDI. These are (i) fundamental research, (ii) industrial research and (iii) 
experimental development. 

(49) As concerns fundamental research, the Authority notes that the Sway project 
involves a direct practical application of new technology, as opposed to 
“experimental or theoretical work” which characterises fundamental research14

(50) As regards industrial research, the purpose of the Sway project is to demonstrate 
and qualify new technology, and is not concerned with “the acquisition of new 
knowledge and skills for developing new products, processes or services or for 
bringing about a significant improvement in existing products, processes or 
services”, which characterises industrial research.

.  

15

(51) The Authority further notes although the Sway project cannot be held to constitute 
a normal commercial use of the technology, the Sway turbine must be regarded as 
a commercially usable prototype, as Sway has completed the research and 
development of the turbine and the operation of turbine is expected to generate a 
positive cash flow in its operation phase (the revenue generated from its electricity 
production is expected to exceed operating cost). Furthermore, the Norwegian 
authorities have stated that prototypes of the Sway turbine will be sold as soon as 
possible after the project commences. The Authority notes that commercially 
usable prototypes are clearly excluded from the scope of “industrial research”.

  

16

(52) On this basis, the Authority excludes that the Sway project involves “fundamental 
research” or “industrial research” within the meaning of the RDI.  

  

(53) In the following, the Authority assesses whether the activities supported under the 
project can constitute a form of “experimental development” within the meaning of 
the RDI.  

(54) Point 50(g) of the RDI defining “experimental development” reads as follows: 

““experimental development” means the acquiring, combining, shaping 
and using of existing scientific, technological, business and other relevant 
knowledge and skills for the purpose of producing plans and arrangements 
or designs for new, altered or improved products, processes or services. 
These may also include, for example, other activities aiming at the 
conceptual definition, planning and documentation of new products, 
processes and services. The activities may comprise producing drafts, 
drawings, plans and other documentation, provided that they are not 
intended for commercial use.  

The development of commercially usable prototypes and pilot projects is 
also included where the prototype is necessarily the final commercial 
product and where it is too expensive to produce for it to be used only for 
demonstration and validation purposes. In case of a subsequent 
commercial use of demonstration or pilot projects, any revenue generated 
from such use must be deducted from the eligible costs.  

                                                
14  In accordance with point 50(e) of the RDI. 
15 In accordance with point 50(f) of the RDI. 
16  See the Commission Decision of 27 October 2010 in case N 521/2008 (Germany) Aid to Offshore Wind 

Park Borkum, Alpha Ventus, paragraph 59. 
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The experimental production and testing of products, processes and 
services are also eligible, provided that these cannot be used or 
transformed to be used in industrial applications or commercially.  

Experimental development does not include the routine or periodic changes 
made to products, production lines, manufacturing processes, existing 
services and other operations in progress, even if such changes may 
represent improvements;” 

(55) Furthermore, the Authority notes that point 72 of the RDI states that when 
classifying activities allegedly falling under the research categories, reference will 
be made to the Frascati Manual.17

(56) Point 111 of the Frascati Manual provides a general explanation of the relevant 
criteria for assessing whether a project represents experimental development or is 
past the stage of R&D. It reads as follows: 

 

“Chapter 4 defines experimental development as “systematic work, 
drawing on knowledge gained from research and practical experience, 
which is directed to producing new materials, products or devices; to 
installing new processes, systems and services; or to improving 
substantially those already produced or installed.” It is difficult to define 
precisely the cut-off point between experimental development and pre-
production development, such as producing user demonstration models and 
testing, and production that is applicable to all industrial situations. It 
would be necessary to establish a series of conventions or criteria by type 
of industry. The basic rule originally laid down by the  US National 
Science Foundation (NSF) provides a practical basis for the exercise of 
judgement in difficult cases. Slightly expanded, it states: 

“If the primary objective is to make further technical improvements 
on the product or process, then the work comes within the definition 
of R&D. If, on the other hand, the product, process or approach is 
substantially set and the primary objective is to develop markets, to 
do pre-production planning or to get a production or control system 
working smoothly, the work is no longer R&D.”” (“the NSF 
criterion”) 

(57) It is apparent from the citations above that the RDI stipulate that, under certain 
conditions, the development of commercially usable prototypes and pilot projects 
could qualify as experimental development and fall within the scope of the RDI. 
However, this provision must be interpreted in light of the detailed criteria set out 
in the Frascati manual, which address specifically the assessment of prototypes and 
pilot projects at points 114-117. These points read as follows:  

• Prototypes 

114. A prototype is an original model constructed to include all the 
technical characteristics and performances of the new product. For 
example, if a pump for corrosive liquids is being developed, several 
prototypes are needed for accelerated life tests with different chemicals. A 

                                                
17  Organisation for Economic Co-Operation and Development, 2002. 
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feedback loop exists so that if the prototype tests are not successful, the 
results can be used for further development of the pump. 

115. Applying the NSF criterion, the design, construction and testing of 
prototypes normally falls within the scope of R&D. This applies whether 
only one or several prototypes are made and whether they are made 
consecutively or simultaneously. However, when any necessary 
modifications to the prototype(s) have been made and testing has been  
satisfactorily completed, the end-point of R&D has been reached. The 
construction of several copies of a prototype to meet a temporary 
commercial, military or medical need after successful testing of the 
original, even if undertaken by R&D staff, is not part of R&D. 

• Pilot plants 

116. The construction and operation of a pilot plant is a part of R&D as 
long as the principal purposes are to obtain experience and to compile 
engineering and other data to be used in: 

– Evaluating hypotheses. 
– Writing new product formulae. 
– Establishing new finished product specifications. 
– Designing special equipment and structures required by a new process. 
– Preparing operating instructions or manuals on the process. 
 
117. If, as soon as this experimental phase is over, a pilot plant switches 
to operating as a normal commercial production unit, the activity can no 
longer be considered R&D even though it may still be described as a pilot 
plant. As long as the primary purpose in operating a pilot plant is non-
commercial, it makes no difference in principle if part or all of the output is 
sold. Such receipts should not be deducted from the cost of R&D activity.” 

(58) The Authority considers the NSF criterion (cited above) to be an important 
benchmark when assessing whether a project falls outside the scope of 
“experimental development” and thus outside the scope of the RDI. This is 
substantiated by points 114-117 of the Frascati manual cited above. 

(59) Applying the principles set out above, the Authority has come to the conclusion 
that the Sway project is past the stage of research and development. In coming to 
that conclusion, the Authority has considered the following aspects of the notified 
project. 

(60) The Norwegian authorities have stated that the objective of the Sway project is to 
support the market diffusion of the Sway turbine. 

(61) That is substantiated by the fact that Sway has ceded its control over the 
demonstration project by making ([…]) its expert operation manager. Sway has 
limited control over the project as it has to comply with ([…]) decisions about the 
operation of the turbine. These circumstances substantially confine Sway’s control 
over the project.  

(62) Sway will, through its co-operation with ([…]), collect data from the 
demonstration project. However, the data collection will not be carried out as an 
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integral part of research and development.18 It will be done for qualification 
purposes in order to demonstrate and document to the end user the benefit of the 
innovative new technology. The objective of the project and data collection is not 
to make further improvements of the technology.19

(63) The principal purposes of the project are not: (i) evaluating hypotheses, (ii) writing 
new product formulae, (iii) establishing new finished product specifications, (iv) 
designing special equipment and structures required by a new process, or (v) 
preparing operating instructions or manuals on the process, as described in point 
116 of the Frascati manual. The goal is to reduce risks at the market diffusion 
stage. The risk is primarily related to financial risks and uncertainty in cost rather 
than technical risk. 

  

(64) The finding that the Sway project is past the stage of experimental development is 
substantiated by the project’s eligible costs. Although the Sway turbine is 
innovative, the development of the innovative aspects of the turbine is not covered 
by the notification. The eligible costs of the demonstration project20

(65) In addition to the involvement of the developers of the Sway turbine, potential end 
users of the technology (Statoil New Energy and Lyse), take part in the 
demonstration project. End-user participation in a demonstration project can serve 
to indicate that the project is past the stage of experimental development.  

 do not relate 
to R&D&I activities as covered by the RDI. As an example, the demonstration 
project comprises cost for maintenance personnel, however it does not comprise 
any costs for research personnel.  

(66) Finally, the fact that the project is connected to the grid and will produce 
electricity, and as noted above, the turbine is expected to generate a positive cash 
flow in its operation phase, further serves to substantiate that the project is past the 
experimental development phase. 

(67) On this basis, the Authority concludes that the Sway project as notified cannot be 
considered as a form of experimental development. 

(68) On the basis of all of the above, the Authority concludes that the support to the 
Sway project falls outside the scope of the RDI. 

3.2 Applicability of the Environmental Aid Guidelines 
(69) In the following the Authority assesses whether the Sway project falls within the 

scope of the EAG. 

(70) Chapter 1.5 and 2.1 of the EAG describe the scope of the EAG and the measures 
they cover, which include support for the production of energy from renewable 
energy sources. 

(71) The Sway project is not a site for the production of green electricity in the ordinary 
sense. It is a demonstration project that involves setting up one turbine and 

                                                
18  According to the Frascati manual, data collection should be excluded from the scope of research and 

development “except when an integral part of R&D”, see table 2.3. after point 110 on page 41. 
19  According to the Frascati manual, projects involving prototypes should fall under the scope of research 

and development “(a)s long as the primary objective is to make further improvements”, see table 2.3. after 
point 110 on page 41. 

20  As listed in chapter I.2.4 of this Decision. 
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operating it for a period of one to two years. Its size in terms of capacity (10 MW) 
is small and its design does not follow a strict economic logic or the logic of an 
investor seeking to maximise a project’s return. By operating one full-scale 
prototype of the new innovative turbine under realistic conditions, Sway’s overall 
objective is to introduce it to the market. Sway’s goal is not to maximise the 
production of green electricity. Hence, the production of electricity is not the main 
objective, but more of a by-product of the project. 

(72) By granting aid to the Sway project, the Norwegian authorities aim at achieving an 
improvement of the environment in the future. The goal of the project is to 
contribute to the market diffusion of a new and innovative low-weight, high-
capacity 10 MW turbine, making offshore wind parks more cost effective. In this 
sense, the Sway project may contribute to developing profitable offshore wind 
parks, the electricity from which could serve to replace energy produced from 
fossil fuels, reduce CO2 emissions and mitigate climate change. 

(73) In this respect, the project set-up does not follow the economic logic inherent in 
the EAG, i.e. allowing for state aid in order to render certain environmentally 
friendly projects profitable.21

(74) The European Commission (“the Commission”) recently assessed the 
compatibility of investment aid for a demonstration offshore wind park off the 
German coast by the name of Alpha Ventus. In that case, the investors were willing 
to invest in the said wind park even without expecting a normal return on the 
investment. Although the Alpha Ventus wind park produced electricity, this was 
not the main objective of the project; the primary objective was the demonstration 
of a technology untested in deep waters.

   

22

(75) In that case, the Commission concluded that the notified demonstration project fell 
into a gap in the state aid rules, between the RDI and the EAG, under which non-
R&D&I projects that do not comply with the economic logic of the EAG have to 
be assessed.

 

23

(76) On this basis, the Authority concludes that due to the objective and inherent 
unprofitability of the Sway project in and of itself, the same approach must be 
followed in the case at hand.   

 The Commission therefore assessed the compatibility of the aid on 
the basis of Article 107(3)(c) TFEU, which corresponds to Article 61(3)(c) of the 
EEA Agreement. 

3.3 Conclusion on the legal framework for the compatibility assessment 
(77) In light of the above, the Authority concludes that the compatibility of the Sway 

project must be assessed on the basis of Article 61(3)(c) of the EEA Agreement. 

4 Compatibility of the aid 
(78) To be considered compatible with the functioning of the EEA Agreement on the 

basis of its Article 61(3)(c), an aid should pursue an objective of common interest 
in a necessary and proportionate way and should not adversely affect trading 

                                                
21  Reference is made to the Commission Decision in case N 521/2008 (Germany) Aid to Offshore Wind 

Park Borkum, Alpha Ventus, paragraph 78. 
22  Ibid. paragraph 77. 
23  Ibid. paragraph 82. 
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conditions to an extent contrary to the common interest. Accordingly, the 
Authority will examine the following questions: 

a. Is the aid measure aimed at a well-defined objective of common interest? 

b. Is the aid well designed to deliver the objective of common interest? In 
particular: 

i. Is the aid measure an appropriate instrument, i.e. are there other 
better placed instruments? 

ii. Is there an incentive effect, i.e. does the aid change the behaviour of 
undertakings? 

iii. Is the aid proportionate, i.e. could the same change in behaviour be 
obtained by less aid? 

c. Are the distortions of competition and the effect on trade limited so that the 
overall balance is positive? 

(79) For the balancing test, the Authority will, where appropriate, assess similar criteria 
as established in the EAG for the detailed assessment for investment aid above 
certain thresholds.24

4.1 Objective of common interest 

 

(80) Renewable energies such as wind power, solar energy, hydropower and biomass 
play a major role in tackling the challenge of reducing global warming and security 
of supply. In January 2007, the Commission published a Renewable Energy 
Roadmap outlining a long-term strategy. It called for a mandatory target of a 20% 
share of renewable energies in the EU energy mix by 2020. To achieve this 
objective, the European Parliament and the Council adopted the Directive on the 
promotion of the use of energy from renewable sources in April 200925

(81) According to the EAG, the protection of the environment by promoting 
environmental sustainability and combating climate change as well as increased 
security of energy supply are objectives of common EEA interest.

. According 
to the Directive, the increased use of energy from renewable sources and increased 
energy efficiency constitute important parts of the package of measures needed to 
reduce greenhouse gas emissions. 

26

(82) An essential step on the way to achieving the aim of reducing the emission of CO2 
is to increase the production of renewable energy. Investments in renewable energy 
production are, however, expensive compared to the investment costs of producing 
conventional energy. Moreover, since the sales price of electricity remains the 
same irrespective of whether the energy is green, renewable electricity producers 
cannot recuperate the extra costs of investing in green energy. 

 

(83) The purpose of the notified Sway pilot project is to demonstrate the Sway turbine 
under realistic (onshore) operating conditions in order to introduce it to the market. 

                                                
24  See chapter 5 of the EAG. 
25  Directive 2009/28/EC of the European Parliament and of the Council of 23 April 2009 (OJ L 140 

5.6.2009 p. 16). 
26  Point 3 of the EAG. 
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According to the Norwegian authorities, at present time, the market is dominated 
by 2 MW or 3 MW turbines. Sway intends to demonstrate its 10 MW light-weight 
turbine, thereby showing that the installed effect and production per unit may be 
significantly increased compared to the state of the art technology. The successful 
deployment of the Sway turbine can result in a reduced footprint for resource 
harvesting and reduced material use per unit of energy produced. The increase in 
MW installed per unit may also enable further development of the offshore wind 
market. Sway’s goal is to verify a target turbine cost of NOK ([…]) per MW. 
According to the Norwegian authorities, this represents a reduced turbine 
investment cost of 18% (per MW) compared to state of the art turbine technologies 
(benchmark turbine cost in Norway in 2010 was NOK ([…]) million per MW). 
According to the Norwegian authorities, turbines normally represent 70% of the 
total investment cost for a wind park. As the turbine is intended to be sold on the 
market, the substantial environmental benefit pursued is the future large scale 
deployment of the new and more efficient wind turbine, significantly reducing the 
cost of offshore wind power generation and, in turn, increasing the proportion of 
renewables in the energy mix.27

(84) For the reasons set out above, the Authority considers the aid to be aimed at a well-
defined objective of common interest. 

 In this sense, the Authority is of the view that the 
Sway project could, in the long term, provide environmental benefits in line with 
European climate policy. 

4.2 Appropriate instrument 
(85) The Norwegian legislation does not compel undertakings to deploy new and 

innovative technologies for the production of energy. Provided that applicable 
standards are respected, conventional or state of the art production facilities may 
be authorised and built in Norway. 

(86) Restrictive regulatory requirements or standards (such as ceasing the grant of 
concessions to conventional or non-innovative power production), will likely not 
be effective for the purposes of furthering the investment in new innovative energy 
technologies in the market place. 

(87) In line with other EEA States, the Norwegian authorities have considered to 
encourage investments in renewable energy by introducing measures other than 
state aid, such as green certificates. However, the Norwegian authorities have 
explained that such a scheme will not be adopted before 2012 at the earliest. 
Additionally, as the support will be linked to the amount of energy produced, the 
purported certificate scheme is not well designed to support demonstrations of new 
innovative technologies such as the Sway project. Such demonstration projects 
produce little electricity and will therefore not be eligible for much financial 
support. The Norwegian authorities have informed the Authority that the aid Sway 
would have received under the certificate scheme would not, in any event, be 
sufficient to trigger the investment. 

(88) On this basis, the Authority accepts that a positive encouraging incentive such as 
state aid is an appropriate instrument to achieve the objective of common interest. 

                                                
27  A similar objective was acknowledged by the Commission in the Decision in Case N 521/2008 

(Germany) Aid to Offshore Wind Park Borkum, “Alpha Ventus” at paragraph 97. 
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4.3 Incentive effect and necessity of aid 
(89) The Authority will generally consider that aid does not present an incentive effect 

for the beneficiary where the project has already started prior to the application for 
aid. As Sway applied for the aid before starting the project, the aid may provide an 
incentive for more environmentally friendly behaviour. In addition to this formal 
element, state aid for environmental protection must result in the recipient 
changing its behaviour so that the level of environmental protection will be higher 
than it would have been if the aid were not granted.28 According to the EAG, this 
can be demonstrated by showing that the project realised with aid has an increased 
environmental benefit compared to the credible counterfactual.29

(90) The Norwegian authorities have informed the Authority that Sway is a single 
purpose company solely dedicated to develop and commercialise the Sway turbine. 
The Norwegian authorities stress that no counterfactual investment has been 
considered by Sway. Without the aid, the Norwegian authorities explain that the 
results from the R&D activities related to the turbine would not be used and that 
Sway would not undertake the necessary demonstration and qualification of the 
turbine.  

 

(91) The Norwegian authorities have submitted information about the investment 
strategies of the major shareholders of Sway. As explained in chapter I.2.2 of this 
Decision, the major shareholders of Sway are: Inocean (25%), Eystein Borgen AS 
(22%), Statoil New Energy (16%) and Lyse (12%).30

(92) Inocean owns 25% of Sway. It is a medium-sized Norwegian engineering group 
organised as a limited liability company. Its core business is consultancy services 
within engineering aimed specifically at the offshore sector. Inocean has taken part 
in the development of the Sway turbine. No specific assessment of the rate of 
return of the investment has been made.  

 

(93) Sway represents an important strategic asset for Inocean. In recent years, Inocean 
(previously the owner of 51% of the shares) has bought the remaining shares of 
Anchor Contracting, making Inocean the sole owner of that company.31

(94) Eystein Borgen AS owns 22% of Sway. It is a single purpose limited liability 
company owned by Eystein Borgen, the inventor and entrepreneur behind the 
Sway turbine. As a single purpose company involved in the development and 
commercialisation of the turbine, the company does not have an investment 
strategy. 

 Anchor 
Contracting develops and delivers subsea equipment for floating offshore 
constructions. The acquisition of Anchor Contracting was regarded as an 
investment with medium to high risk. Inocean as the majority shareholder was 
familiar with the operations of the company. A specific rate of return was not 
assessed. Inocean has furthermore invested in Inocean Marotec which designs 
offshore rigs. The decision to invest was made without making a specific 
assessment of the rate of return. 

                                                
28  Point 171 of the EAG stipulates that the aid “must result in the recipient changing its behaviour to 

increase the level of environmental protection”. 
29  See point 172 (a) of the EAG. 
30  The Norwegian authorities have informed the Authority that the remaining 23% of the shares are owned 

by other smaller investors. 
31  According to the publicly available information about the companies: http://www.inocean.no/inocean-

acquires-anchor-contracting.  

http://www.inocean.no/inocean-acquires-anchor-contracting�
http://www.inocean.no/inocean-acquires-anchor-contracting�
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(95) Statoil New Energy owns 16% of Sway. Its business strategy is to accommodate 
the world’s energy needs in an environmentally friendly manner, investing in 
innovative energy technologies within the fields of CCS,32 wind and geothermal. It 
has invested in the Sheringham Shoal Wind farm,33 an offshore wind farm under 
construction off the east coast of England, and the Doggerbank project34

(96) Lyse owns 12% of Sway. Lyse is owned by Lyse Energi AS and part of the Lyse 
Group established in the west of Norway. Lyse is a power producer. The Lyse 
Group owns power producing installations with a combined installed capacity of 1 
561 MW and produces 5 263 GWh annually.

, an 
offshore wind farm to be established off the east coast of Yorkshire. The latter 
could potentially become one of the world’s largest power projects with an 
installed capacity of ([…]). In order to realise the project, Statoil New Energy sees 
the need for the reduction of investment costs for offshore wind. This is one of the 
main drivers behind its support for the Sway project. It perceives the development 
of high-capacity light-weight turbines as one of the most important means of 
bringing down costs in the offshore wind sector. ([…]) 

35

(97) In the absence of a counterfactual scenario, the Authority cannot compare certain 
indicators of the project in question (e.g. internal rate of return and net present 
value) with those of a counterfactual project. Instead, the Authority can only 
compare the same project with and without aid.  

 Lyse invests in new energy 
technologies and intends to become a significant player in the regional market. 
Lyse is actively investing in technologies for both onshore and offshore wind 
energy production. Its strategy is to invest in the early phase of technology 
development. Lyse does not require a return from the Sway project in and of itself. 

(98) The Authority notes that the reference to a counterfactual situation is linked to the 
method in the EAG for determining eligible extra investment costs. In addition to 
providing the Authority with calculations on the basis of the eligible extra cost 
method of the EAG, the Norwegian authorities have provided an NPV calculation 
of the project. As explained in chapter I.2.4.3 of this Decision, the NPV 
calculations show that the project would be unprofitable even with twenty years of 
operation (the lifetime of the equipment). The unprofitability of the project can 
serve to demonstrate the incentive effect of the aid.36

(99) However, as noted above, the Sway project is not by any standard a normal energy 
production venture. In relation to its costs, the project is estimated to produce a 
negligible amount of renewable energy in and of itself. The Sway project is a 
demonstration project and although the NPV calculation serves to demonstrate that 
the turbine is expected to generate revenue exceeding its costs of operation (i.e. the 
project has a positive cash flow in the operation phase), the project, even with the 
aid, is unprofitable when examined in light of the energy result of the 
demonstration project itself. The decision to invest in the project with the aid has 
not been taken on the basis of the NPV calculation. Neither Sway, nor its major 
shareholders, have applied regular investment thresholds to the Sway 
demonstration project. The aim of the project is of a more long term strategic 

  

                                                
32  Carbon Capture and Storage. 
33  Statoil New Energy owns 50% of Scira Ltd., the company developing Sheringham Shoal Wind farm. 
34  Statoil New Energy owns 25% of Forewind, the consortium that is developing Doggerbank. 
35 Based on information available online: http://www.lyse.no/omlyse/okonomi_2/.  
36  Point 172(g) of the EAG states that where the profitability level is negative over the life time of the 

project (i.e. full depreciation) aid will normally have an incentive effect. 

http://www.lyse.no/omlyse/okonomi_2/�
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nature in the sense that a successful demonstration of the new turbine technology 
entails that it will be introduced to the market. The project participants view the 
envisaged subsidies from the Norwegian authorities as a necessary pre-requisite. 
Sway and its investors are not prepared to carry all the costs of the demonstration 
project. Only when taking into account the aid from Enova and the more uncertain 
long term benefits from large scale deployment of the new turbine, Sway decided 
to carry out the investment. On this basis, the Authority considers that the expected 
environmental effect (namely an increase in the level of environmental protection) 
is linked to the change in behaviour,37

(100) The high level of risk involved in the demonstration of the Sway turbine serves to 
further demonstrate the incentive effect of the aid.

 in the sense that Sway would not, without 
the aid, undertake the investment in the demonstration of the Sway turbine. 

38 Additionally, there are only 
limited production advantages for Sway, as the demonstration of the Sway turbine 
is only expected to generate ([…]) in its first and 20 GWh in its second year of 
operation.39 There are currently no negotiations at EU level to introduce 
requirements to invest in offshore wind energy, therefore the incentive effect 
would not be limited by possible future mandatory standards.40

(101) On the basis of the above, the Authority considers that the aid has the necessary 
incentive effect. 

 

4.4 Proportionality of the aid 
(102) The amount of State aid must be limited to the minimum to bring about the 

investment. The Norwegian authorities have explained that they only consider the 
aid to be proportionate if the same environmental result could not be achieved with 
less aid. 

(103) In making the assessment of whether the aid is proportionate, account shall be 
taken (i) of an accurate cost calculation (limiting the costs to the necessary); (ii) of 
the presence of an open and non-discriminatory selection process; and (iii) that the 
aid should not exceed the lack of profitability (including a normal return over its 
life time).41

(104) Firstly, the Norwegian authorities have provided a detailed description of the costs 
and their calculation. On the basis of the data and corresponding explanations 
provided by the Norwegian authorities, the calculation of eligible costs appears 
accurate. 

 

(105) Secondly, the Norwegian authorities have explained that Sway was chosen in a 
selection process conducted by Enova in a non-discriminatory, open and 
transparent manner. The terms and conditions of the Renewable marine power 
generation chapter were made available on Enova’s website. The terms of the 
programme chapters were also published in major national and regional 
newspapers. The Sway project was found eligible for aid as, in relative terms, it 
compared to the projects of other applicants, showed a high potential for effective 
environmental protection in the sense that the future deployment of the turbine 

                                                
37  See point 172(b) of the EAG. 
38  See point 172(f) of the EAG. 
39  See point 172(c) of the EAG. 
40  See point 172(e) of the EAG. 
41  See point 174 of the EAG. 
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could lead to a substantially higher level of environmental protection in the form of 
a substantial increase of the offshore production of environmentally friendly wind 
energy. 

(106) Thirdly, and finally, the Norwegian authorities have provided the Authority with 
an NPV calculation to demonstrate that the aid does not exceed the project’s lack 
of profitability. As explained above, the Sway project is expected to be in 
operation for a period of one to two years. However, the Norwegian authorities 
have submitted an NPV calculation on the basis of twenty years of operation (the 
lifetime of the equipment) in order to provide a better basis for determining how 
much aid is necessary to trigger the project. Even with the aid and with twenty 
years of operation with a positive cash flow, the project has a negative net present 
value and a negative rate of return. In light of this, the Authority concludes that the 
aid amount does not exceed the expected lack of profitability (including a normal 
rate of return) over the time horizon for which the investment is fully depreciated. 

(107) In conclusion, the Authority considers that the accurate calculation of eligible cost, 
the selection process and the lack of profitability ensure that the aid to Sway is 
proportionate. 

4.5 Analysis of the distortion of competition and trade 
(108) The Authority has examined the impact of the aid on competition and trade 

between undertakings in the EEA. 

(109) At the outset, the Authority examines the relevant product and geographic markets. 

(110) Sway is first and foremost a wind turbine developer. Although the Sway project 
will produce some electricity, it will be of a negligible amount.42

(111) The Norwegian authorities submit that the relevant product market is the market 
for wind turbines. This position appears to be supported by the findings of the 
Commission in the field of merger control in the case GE Wind Turbines/Enron.

 The Authority 
will therefore not examine the effect of the aid on the electricity market. The 
analysis is restricted to Sway’s main product, namely the Sway turbine.  

43

“The market investigation has confirmed that, at present, wind turbines can 
be distinguished from other forms of power generation. From the demand 
side point of view, wind turbines require different operating conditions 
driven by the availability of wind. Hence, the selection of wind power is 
dependent on the availability of a site situated in an area with appropriate 
climatic condition. The lack of reliability of wind as a power source 
therefore implies that wind turbines are generally used for power 
production in circumstances where continuous power generation is not 
essential or can be compensated by other generation sources on a power 
grid. Differences in the relative cost of electricity generation are an 
important factor in differentiating wind power from other forms of power 
generation. Indeed, it also appears from the Commission’s market 

 
In that case the Commission stated:  

                                                
42  It is expected to generate a total of ([…]) GWh (([…]) GWh in its first and 20 GWh in its second year of 

operation). 
43  See Case No COMP/M.2780 – GE Wind Turbines/Enron, available online at: 

http://ec.europa.eu/competition/mergers/cases/decisions/m2780_en.pdf.  

http://ec.europa.eu/competition/mergers/cases/decisions/m2780_en.pdf�
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investigation that currently the choice for wind is heavily influenced by 
regulatory conditions and related subsidy mechanisms. Therefore, for most 
customers wind energy is not a substitute for other forms of power 
generation. As indicated by the market investigation, there have been no 
occasions in the past where wind turbines have bid against other turbines 
or generators for power generation projects. Equally, the Commission’s 
preliminary investigation has not revealed any obvious trends towards 
convergence between wind turbines and other forms of power generation. 
Finally from a supply side point of view, the production of wind turbines is 
based on technology and equipment that is different from those used for 
other power generation equipment.”44

(112) In the above case the Commission did not come to a definite conclusion with 
regard to what constitutes the relevant product market, as it found that even if wind 
turbines were considered to be part of a larger market for all or some power 
generation equipment, this would not have materially altered the assessment of the 
notified concentration.

 

45

(113) The Norwegian authorities submit that the relevant geographic market is global. 
Again, this position appears to be supported by the findings of the Commission in 
the GE Wind Turbines/Enron case, where the following is stated: 

 The Authority has not been presented with information 
that  would indicate that it should come to another conclusion than that suggested 
by the Norwegian authorities. In any event, the Authority, as explained in the 
following, has come to the conclusion that the aid does not raise serious concerns 
about the distortion (or potential distortion) of competition and effect on trade and 
has therefore not been compelled to determine an exact definition of the relevant 
product market. 

“The parties submit that the relevant geographic market is global on the 
basis that there are no national preferences, brands, regulatory or 
technical barriers that prevent competition across borders. The market 
investigation has not provided arguments for considering the market 
narrower than world wide. However, as the operation does not raise 
serious doubts as to its compatibility with the common market on the basis 
of a narrower geographic market, the question of the exact definition of the 
geographic market can be left open.” 46

(114) The Authority has not been presented with information that would indicate that it 
should come to another conclusion than that suggested by the Norwegian 
authorities. In any event, as noted above, the Authority has come to the conclusion 
that the aid does not raise serious concerns about the distortion (or potential 
distortion) of competition and effect on trade and has therefore not been compelled 
to determine an exact definition of the relevant geographic market. 

 

(115) The Authority considers that the aid will not significantly strengthen or maintain 
the market power of Sway.47

                                                
44  Ibid. paragraph 9. 

 Sway is a new player on the wind turbine market. 
Moreover, its demonstration product can only compete on the market if and when 
the Sway project proves successful. 

45  Ibid. paragraph 10. 
46  Ibid. paragraph 11. 
47  See points 181-182 of the EAG. 
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(116) The Authority considers that the aid will not crowd out investments in other EEA 
States or distort dynamic incentives for investing in wind power technology.48 The 
Authority notes that the investment in the Sway demonstration project is 
technologically strategic. The new technology may give Sway a first mover 
advantage in the wind turbine market. This sort of first mover advantage, however, 
will often be an inherent part of funding demonstrations of new technologies.49 
This first mover advantage will be mitigated and outweighed by the positive spill-
over effects of the project. The purpose of the project is to demonstrate the Sway 
turbine to the market. The know-how resulting from the Sway project will be used 
as a basis for convincing the market players of the effectiveness of the turbine, the 
information will therefore necessarily be shared with the market in order to enable 
the market diffusion of the turbine. The experience gained by Sway during the 
pilot period will therefore not only be available to Sway and its owners, but also to 
third parties. Importantly, in case of success, the project will form the basis for the 
proof of concept of the Sway turbine. The technology and information will be 
available to the market players who will be in a position to deploy the technology 
in full scale wind farms. According to information provided by the Norwegian 
authorities, a number of European undertakings50 are pursuing the development 
and demonstration of new and larger wind turbine concepts.51

(117) The Authority considers that the aid will not keep an inefficient firm afloat. Enova 
has examined the financial statements of Sway for the last five years to ensure that 
the undertaking is not experiencing financial difficulties. On the basis of the 
information provided by the Norwegian authorities, there is no evidence that Sway 
is in financial difficulties. If the demonstration project proves successful, the Sway 
turbine is intended to be sold on the global wind turbine market. The market is not 
characterised by overcapacities and inefficient market structures. Sway was 
selected in a non-discriminatory and transparent manner. According to the EAG, 
the deployment of such a selection process lowers the risk that the aid artificially 
maintains the undertaking in the market. 

 

(118) The Authority considers that the aid will not have a significant effect on trade and 
location.52

4.6 Balancing 

 The Sway turbine is intended to be sold on the global wind turbine 
market. Because of this, it is not likely that the aid will attract more investments in 
the region where Sway is located. 

(119) On the basis of the above, the Authority considers that the positive effects of the 
proposed aid to Sway, namely the fact that the aid is aimed at increasing renewable 
energy production by supporting a demonstration project contributing to the 
market diffusion of a new and innovative low-weight, high-capacity 10 MW 
turbine, in turn making offshore wind parks more cost effective, outweigh the 
limited negative potential impact which the aid might have on competition and 
trade. 

                                                
48  See point 178 of the EAG. 
49  See the Commission Decision in Case N 521/2008 (Germany) Aid to Offshore Wind Park Borkum, 

“Alpha Ventus” at paragraph 134. 
50  I.a. REpower, Clipper and 2-B Energy. 
51  According to the Norwegian authorities, the UK Crown Estate recently announced that four companies 

have been awarded offshore wind demonstration sites with the aim of demonstrating several new turbine 
concepts. 

52  See points 183-185 of the EAG. 
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5 Conclusion 

(120) On the basis of the foregoing assessment, the Authority considers that the proposed 
aid to Sway Turbine AS which has been notified to the Authority is compatible 
with the functioning of the EEA Agreement within the meaning of its Article 
61(3)(c). 

 

HAS ADOPTED THIS DECISION: 

 
Article 1 

The EFTA Surveillance Authority raises no objections to the proposed aid of NOK 137.2 
million to be granted to Sway Turbine AS for the demonstration of the Sway turbine as it 
is compatible with Article 61(3)(c) of the EEA Agreement. 

Article 2 

The implementation of the notified aid measure is authorised accordingly. 

Article 3 

This Decision is addressed to the Kingdom of Norway. 

Article 4 

Only the English language version of this Decision is authentic. 

 

Decision made in Brussels, on 18 July 2011. 

 

For the EFTA Surveillance Authority 

 
 
 
 
Oda Helen Sletnes      Sverrir Haukur Gunnlaugsson 
President       College Member 
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