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The new regulatory framework for biomethane incentives 

1. Introduction 

On 13 January 2023, long-awaited Ministerial Decree No. 23 of the Min-
istry of the Environment and Energy Security (“MASE”, formerly the 
Ministry of Ecological Transition) was adopted regarding the application 
rules (and their annexes and appendices) of Ministerial Decree No. 340 of 
15 September 2022 (“Incentives Decree”),1 which regulates incentives 
for feeding biomethane into the natural gas grid (“Application 
Rules”).2 
 
The Application Rules are the final step in a complex legislative/regulatory 
process3 − which began over a year ago − to introduce incentives for 
the following plants that feed biomethane into the natural gas grid: 

(a) newly constructed plants4 fuelled by agricultural matrices and or-
ganic waste, or 

(b) reconverted agricultural plants producing electricity fuelled by bi-
ogas.5 

2. Requirements to access the incentives 

The Application Rules set out the requirements for accessing the incen-
tives and distinguish between: (a) subjective requirements that are 

⎯⎯ 
1 The Incentives Decree was published in the Official Gazette of the Italian Republic on 26 Octo-
ber 2022 and came into force on 27 October 2022. 
2 Under Art. 12 of the Incentives Decree, the Application Rules should have been issued by 26 
November 2022. They instead came into force on 18 January 2023 (following their publication on 
the MASE’s website). 
3 This process started with the decree issued by the Ministry of Ecological Transition (now MASE) 
on 5 August 2022, which de facto extended − under certain conditions − the deadline for accessing 
the incentives set out in its decree of 2 March 2018. 
4 Newly constructed plants are those built using new or fully regenerated components for all 
works and equipment necessary for the production, conveying, purification, and refining of biogas 
and the feeding of biomethane into the natural gas grid. 
5 The term reconversion refers to works carried out on an agricultural biogas production and 
utilisation plant for the production of electricity existing on 27 October 2022 (the date the Incen-
tives Decree came into force), which is converted to the production of biomethane after the date 
the Incentives Decree came into force and, therefore, allocates all or part of the biogas production 
to the production of biomethane, even with an increase in production capacity. 
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specific to applicants,6 and (b) objective requirements7 relating to the 
works to be carried out. 
 
Although the subjective requirements seem to be in line with those 
usually applied to public tenders (the integrity requirements under Art. 80 
of Legislative Decree No. 50 of 2016, not qualifying as a company in dif-
ficulty, etc.), the objective requirements are numerous and highly 
technical, considering the complexity of the type of plants to be built. 
 
In addition to objective requirements that strictly relate to plant features, 
the matrices of raw materials that can be used, or the definition of pro-
duction capacity,8 the objective requirements also relate to, among other 
things: (a) the information that the plant’s authorisation must contain, and 
(b) the date construction works on the plant can begin. 
 

2.1. Authorisation requirements 
 

Under para. 2.2 of the Application Rules, plant construction authorisa-
tions must be valid, effective and held by the applicant also following a 
transfer (voltura). The authorisation must do as follows: 

(a) for plants that produce biomethane for the transport sector:9 (i) 
specifically indicate that only the “advanced raw materials”10 
are used for biomethane production; and (ii) allow a verifiable 
reduction of the greenhouse gas emissions (“GHG”) by at least 
65%; and 

⎯⎯ 
6 Under the Application Rules, an applicant is defined as the entity (natural or legal person) that: 
(a) bears the expenses for carrying out the works (new construction or reconversion); (b) holds the 
authorisation/permit for the plant’s construction/reconversion and operation; and (c) has a grid 
connection/access (allacciamento) estimate in place, in case of grids with the obligation to ensure 
third-party access to interconnection facilities, where applicable. 
7 E.g.: (a) the exclusive use, for newly constructed plants, of new construction components (i.e., 
new or fully regenerated); (b) the use, for reconversions, of new construction components exclu-
sively for the works and equipment necessary to refine the biogas and feed the biomethane into 
the natural gas grid; and (c) the inclusion of digestate storage tanks in the project. 
8 Production capacity means the nominal hourly production of biomethane, expressed in stand-
ard cubic metres/hour, as indicated on the nameplate of the biogas purification and refining device, 
with the specification that plants with functional interconnections are considered an individual 
plant and, as such, the production capacity is determined by the sum of the individual plants’ pro-
duction capacities. 
Also particularly worthy of note is the introduction in para. 2.3.6 of the concepts of malicious 
fractioning (artato frazionamento) and cumulative production capacity, understood as the sum of the 
input capacities of plants incentivised under the Incentives Decree, located in close proximity to 
each other and owned by the same producer or attributable, at company level, to a single producer. 
Plants that meet the following conditions are taken into account to determine cumulative produc-
tion capacity: (a) plants owned by the same applicant or attributable, at a company level, to a single 
entity or with the same beneficial owner (as defined by the Application Rules); (b) plants located 
in close proximity (i.e., with less than 1 km between the centres of gravity of the anaerobic digestion 
sections); and (c) plants for which a request to participate in the same tender has been submitted, 
and plants that have benefitted from the incentives under the Incentives Decree or have been 
successfully included in the ranking list of a previous tender. 
9 Under the Application Rules, biomethane is defined as biomethane used as a fuel in compressed 
or liquid form for traction in the transport sector, in accordance with Ministerial Decree of 10 
October 2014. 
10 As listed in Annex VIII, part A, of Legislative Decree No. 199 of 8 November 2021. 
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(b) for plants that produce biomethane for other uses:11 allow a ver-
ifiable reduction of the GHG emissions by at least 80%. 

 
If the authorisations do not contain this information – e.g., authori-
sations issued before the Application Rules were introduced − the 
GSE may consider, for the purpose of verifying compliance with the 
above requirement, the information included in the technical docu-
mentation filed with the competent entity when requesting the au-
thorisation.12 
 

2.2. Requirements regarding the date of start of works  
 

Under para. 2.2 of the Application Rules, plant construction works must 
not start before publication of the ranking list in the tender the plant has 
participated in. 
 
The definition of start of construction works under the Incentives Decree 
and the Application Rules has been broadened compared to the applicable 
praxis. Indeed, “start of works” means the first of: (a) the start date of 
the construction works (shown on the start of works notification filed with 
the competent entity); (b) the date of the first firm commitment13 to order 
equipment; or (c) any other commitment that makes the investment irre-
versible. With regard to point (b), applicants that have already signed an 
EPC 14 must be particularly careful to check whether the contract provi-
sions constitute a ‘first firm commitment’. 
 
Conversely, expenses related to the following preliminary activities are ex-
cluded from the scope of points (b) and (c) above and are thus immedi-
ately allowed: design/planning, acceptance of the connection estimate of-
fer (the possession of an accepted connection estimate offer is a precon-
dition for accessing the incentives), authorisation applications, feasibility 
studies and technical consultancy services, land acquisition costs, and pre-
liminary land preparation operations. 
 
The Application Rules do not specifically define “preliminary land prep-
aration operations”, which leaves several interpretative doubts as to in-
tended meaning. The term could concern initial excavations on the 
land/earthmoving or merely the installation of a fence to mark the area – 
each of which is quite different from the other. However, anything that 
requires the prior affixing of a construction site sign (cartello di cantiere) ap-
pears to be prohibited, as any such sign requires that a formal start-of-
works notification be filed with the competent entity in advance (which is 
not permitted before the publication of the ranking list for the tender). 

⎯⎯ 
11 Under the Application Rules, this means all methods of use of the biomethane produced other 
than as a fuel in the transport sector (e.g., industrial, tertiary, residential and agricultural sectors), 
excluding the thermoelectric generation sector. 
12 In this case, it has to be verified that the documentation supporting this requirement has been 
filed with the entity (e.g., through evidence of a stamp of the entity, or by checking that the code 
on the documentation matches the code in the authorisation). 
13 This means the first documented order related to the cost of works (i.e., the first equipment 
order). 
14 This means the contract through which the client entrusts the contractor with the execution of 
the works aimed at constructing a biomethane production plant. 



 

__________________________________________________________________________________ 

 

4 

 

 
Particular attention should be paid to balancing: (a) the start of works date 
as defined under the Application Rules, (i.e., following the publication date 
of the ranking list for the tender a given applicant has participated in); with 
(b) the start of works date set out under the relevant authorisation, which 
could be earlier than the publication date of the ranking list. In that case, 
a request to extend the start-of-works date must be filed with the entity 
competent for issuing the authorisation in order to avoid being excluded 
from the ranking list. 

3. Regulation of tenders  

Access to the incentives under the Incentives Decree is granted following 
the award of tenders through which the production capacities eligible for 
the incentives are made available.15 
 
The first tender16 in which 100% of the annual power capacity for 2022 
(67,000 Sm3/h) has been made available is currently open and will close 
on 31 March 2023; the ranking list will be published by 29 June 2023.17 
 
Tenders are carried out according to the following conditions and time-
line: 

• call to tender open for 60 days, during which applicants can sub-
mit bids;18 

• the GSE’s assessment of the completeness of each bid within 
five working days from receipt;19 and 

• assessment of bids and publication of the ranking list of success-
ful bids within 90 days from the tender closing date. 

 
Ranking scores are assigned based on the following criteria, listed in order 
of priority: 

(a) higher percentage reduction of the proposed tariff; 

(b) higher reduction in GHG emissions over the minimum percent-
age of 65% or 80% (depending on the use of the produced bio-
methane); and 

(c) earliest date of completion of the bid in the tender. 
 

⎯⎯ 
15 See Annex A (Contingenti annui e calendario delle procedure competitive), Table 2 (Contingenti annui: valori 
di partenza per ciascuna procedura competitiva, che non tengono conto dell’eventuale riallocazione della capacità 
produttiva non assegnata nelle procedure competitive precedenti) of the Application Rules. 
16 The call to tender for the first tender was published by the GSE on 17 January 2023 and is 
available at the following link: https://www.gse.it/servizi-per-te/attuazione-misure-
pnrr/produzione-di-biometano/bandi. 
17 See Appendix A (Contingenti annui e calendario delle procedure competitive) of the Application Rules for 
further details on the timelines of subsequent tenders. 
18 Details on how to submit bids are set out in the Application Rules, which specify that the tem-
plate under Annex 1b (Modello di istanza di partecipazione alle procedure competitive per l’accesso agli incentivi 
per il biometano immesso nella rete del gas naturale) must be used and the documentation required under 
Annex 2a (Elenco documenti da allegare all’istanza di partecipazione alle procedure competitive) attached. 
19 Any documents the GSE determines are missing must be provided by the applicant within five 
days from receipt of the GSE’s notice to this effect. 

https://www.gse.it/servizi-per-te/attuazione-misure-pnrr/produzione-di-biometano/bandi
https://www.gse.it/servizi-per-te/attuazione-misure-pnrr/produzione-di-biometano/bandi
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Para. 3.5 of the Application Rules lists a series of circumstances that 
trigger exclusion from the ranking list (e.g., failure to meet the require-
ments or comply with the terms under the Incentives Decree, the Appli-
cation Rules, or the calls to tender; failure to meet the requirements nec-
essary to participate in the tender; and absence of or insufficient evidence 
that the requirements to participate in the tender are met). 

4. Post-ranking requirements 

Successful bidders must enter into operation within the following terms, 
which start running from the ranking list publication date: 

(a) 18 months for agricultural biomethane production plants; and 

(b) 24 months for biomethane production plants fuelled by organic 
waste. 

 
Both terms can be extended by nine months, during which, however, the 
incentive tariff is reduced by 0.5% for each month of delay compared to 
the original term. 
 
Successful bidders must notify the GSE of the date of entry into operation 
within 30 days from that date.20 
 
Consequently, the notification must be filed with the GSE within 30 days 
from the last month of delay compared to the regular term, under penalty 
of forfeiture of the incentive tariff. 
 
Similarly, under penalty of forfeiture of the quasi-equity contribution (con-
tributo in conto capitale), and subject to compliance with the date the plant in 
question enters into operation, the notification must be filed with the GSE 
by 30 July 2026. In this regard, documented incurred expenses (titoli 
di spesa sostenuta quietanzati) for the works must be attached to 
the start-of-works notification. It follows that the quasi-equity con-
tribution will be transferred to the applicant only after the works are 
completed and the plant enters into operation. Moreover, expenses 
(titoli di spesa) related to, e.g., testing activities on the works (after the date 
the plant enters into operation and the related notification is provided to 
the GSE) are unlikely to be eligible. The GSE assesses the notification and 
attached documentation in accordance with Law 241/1990 concerning ad-
ministrative proceedings and then notifies the applicant of its assessment. 
 
Section 3.6 of the Application Rules lists several causes of exclusion from 
the eligibility under the ranking list, which are imposed if detected by the 
GSE during its assessment of the start-of-works notification (e.g., entry 
into operation after the required term, starting of the works before the 
date of admission to the ranking list, and transferring the plant to third 

⎯⎯ 
20 The notification must follow the template under Annex 1c of the Application Rules (Modello di 
comunicazione entrata in esercizio), and the documentation listed in Annex 2b (Elenco documenti da allegare 
alla comunicazione di entrata in esercizio) must be attached. 
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parties).21 
 
The applicant can roll out, following the date of entry into operation of 
the plant, a start-up and testing phase22 (fase di avviamento e collaudo) that 
lasts: 

(a) six months for new plants, and 

(b) three months for reconverted plants. 
 
Both the above terms run from the date of the plant’s entry into operation. 
 
Within 30 days from the end of the start-up and testing phase, the appli-
cant must notify the GSE of the date the plant began commercial opera-
tion.23 The incentive period will start running on that date. 

5. Incentive mechanisms 

The Incentives Decree envisages two cumulative incentive mechanisms: 

(a) a quasi-equity contribution (contributo in conto capitale) on 
admissible expenses24 for up to 40% of the investment incurred.25 

Without prejudice to the specific term established for each plant 
to enter into operation in order to benefit from the incentive tariff 
under point (b) below, works eligible for the funding must be com-
pleted – and related payments documented – by 30 June 2026, and 
the notification regarding the entry into operation must be filed by 
30 July 2026 (i.e., within 30 days from the latest date of the plant 
entry into operation), under penalty of forfeiture of the quasi-eq-
uity contribution; and 

(b) an incentive tariff applied to net biomethane production for 15 
years following the date of the plant’s entry into operation,26 as 
follows: 

(i) plants with a production capacity of up to 250 Sm3/h 
that feed biomethane into the grid – and that are obliged 
to ensure third-party access to interconnection facilities 
– can apply to receive the tariff as an all-inclusive tariff 
(i.e., including the economic value of the sale of natural 

⎯⎯ 
21 In contrast with Ministerial Decree of 4 July 2019 (RES Decree 1) concerning other renewable 
sources, which envisaged that the incentive tariff was to be reduced if the plant was transferred 
before the plant’s entry into operation, under the Incentives Decree, transferring plant ownership 
to third parties triggers the forfeiture from the incentives. 
22 The start-up phase corresponds to the period between the date of the plant’s entry into opera-
tion and the date the plant begins commercial operation. 
23 This is the date – of which the applicant notifies the GSE – that the incentive period begins 
through the incentive tariff. 
24 Admissible expenses are specified in Art. 8, para. 2, of the Incentives Decree, as implemented 
by the Application Rules. 
25 Further details are available in Appendix C to the Application Rules (Massimali di costi ammissibili 
e contributo in conto capitale erogabile). 
26 The date a plant enters into operation is the date on which the plant’s first operation takes 
place after the works necessary to ensure the plant’s operation are completed. 



 

__________________________________________________________________________________ 

 

7 

 

gas and the value of the original guarantees).27 In that 
case, the original guarantee is issued and transferred free 
of charge to the GSE; and 

(ii) plants with a production capacity exceeding 250 Sm3/h, 
and production plants that feed biomethane into natural 
gas grids other than grids with an obligation to ensure 
third-party access to interconnection facilities, are 
granted a premium tariff (tariffa premio (i.e., the difference 
between the baseline tariff, the natural gas average 
monthly price, and the average monthly price of the orig-
inal guarantee). In that case, the original guarantee is 
granted to the producer. 

6. Determining the tariff 

The baseline tariff is determined as shown below: 

Type of bio-
methane pro-
duction plant 

Production 
capacity 

(Pc) 
Type of works 

Baseline tariff 
(EUR/MWh) 

2022−23 
2024, 

2025 and 
202628 

Small agricul-
tural plants 

Pc≤100 
Sm3/h 

New con-
struction/re-
conversion 

115 112.7 

Other agricul-
tural plants 

Pc>100 
Sm3/h 

110 107.8 

Organic waste-
fuelled plants 

Any plant 
New con-
struction 

62 60.76 

 
During the tender, each applicant must offer at least a 1% reduction on 
the baseline tariff (known as the ‘granted tariff’). 
 
The due tariff is set by the GSE when it assesses the notification of entry 
into operation, taking into account any delays compared to the required 
term to do so. The incentive tariff will be reduced by 0.5% for each month 
of delay, for a maximum of nine months, after which the plant will lose 
the right to the incentives. 

7. Assessment and inspection by the GSE 

The GSE can – in addition to the inspections it carries out to draw up the 
ranking list and grant the incentives – carry out documentary/onsite in-
spections at any time during the incentive period. GSE inspections 
are regulated by Law 241/1990 concerning administrative proceedings 

⎯⎯ 
27 This is the original guarantee (garanzia di origine) on biomethane production under Art. 46 of 
Legislative Decree No. 199 of 8 November 2021, divided into the original guarantee on bio-
methane production used in the transport sector and that used in other sectors, with the aim of 
demonstrating to final customers how much of an energy supplier’s energy is produced from re-
newable sources and how much energy is supplied to consumers based on renewable energy agree-
ments. 
28 The baseline tariff for 2024, 2025 and 2026 is reduced by 2% compared to the values in the table. 
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and last for a maximum of 180 days (except for the most complex cases), 
after which the GSE completes its inspection and issues a decision based 
on the inspection findings and any observations filed by the party con-
cerned. 
 
The Application Rules (see point 16.2) list the material breaches that trig-
ger forfeiture from the incentives, with the full recovery of any amounts 
already granted and/or the refund of the quasi-equity contribution. Point 
16.2 of the Application Rules also defines as non-material breaches all 
breaches other than those expressly qualified as material and that are rele-
vant in order to obtain a specific quantification of incentives or premiums. 

8. Conclusion 

The Application Rules mark a crucial step in boosting biomethane pro-
duction, accelerating the decarbonisation of the economy and contrib-
uting to national energy security with renewable energy production that 
capitalises on the strong agricultural industry across a considerable part of 
the Italian territory. 
 
Although certain provisions of the Application Rules will certainly need 
to be clarified (see section II above), the regulator’s effort to provide an 
as complete as possible picture of the biomethane sector is admirable. In-
deed, the Application Rules cover a broad range of issues, from proce-
dures for accessing the incentives (and their scheduling over the coming 
years), to defining material breaches, the plant modifications allowed dur-
ing the incentive period, and the type of agreements with the GSE. And 
this means that sector operators have a more reliable systematic frame-
work to follow – also for the scheduling and execution of investments. 
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