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General Conditions Investing in your Future

1. Title

The English Regional Aid scheme (the “Scheme”)
2. Member State

United Kingdom

3. Regions

East Midlands;

Eastern;

London;

North East;

North West;

South East;

South West;

West Midlands; and
Yorkshire and the Humber

4. Qrganisations permitted to award aid under the Scheme

The Department for Communities and Local Government

5. Legal Basis
Aid under the Scheme may be awarded in accordance with the relevant terms and conditions of
the General Block Exemption Regulation 2014-2020 (“GBER”). Each award must comply with the
General Conditions of the Scheme and the relevant Specific Condition(s).

6. UK legal authority to award aid

The Department for Communities and Local Government is authorised to award aid under
domestic law, including:

The European Communities Act 1972;

The Local Government, Planning and Land Act 1980;

The Leasehold Reform, Housing and Urban Development Act 1993;
The Local Government Act 2000;

The Public Contracts Regulations SI 2006 No 5;

The Local Government Act 2007;

The Housing and Regeneration Act 2008; and

The European Communities (Finance) Act 2008

7. Duration
From 1.7.2014 to 31.12.2020
8. Forms of aid
Awards under the Scheme may take the form of:

e Grants;



10.

11.

12.

13.

14.

15.

e Loans below the reference rate; and
e Repayable advances.

Incentive Effect

All awards under the Scheme must demonstrate the ‘incentive effect’ in accordance with the
requirements of the GBER.

This may involve the submission of documents to the funder prior to the award of funding.

Reporting

All awards are conditional upon the recipient providing suitable information to meet GBER
reporting requirements set out in the GBER.

Cumulation

Aid awarded under the Scheme may only be cumulated with other awards of State Aid where
these relate to different eligible costs.

Budget
In any calendar year the Scheme shall not be used to provide awards which cumulatively exceed

€125 million (around £99m). This sum is provided for State Aid purposes only and does not
reflect a committed government budget.

Funding

The awards of aid provided under the Scheme may come from EU structured funds and state
funds.

All awards of funding must identify the relevant regulation used to award funding, these are listed
under specific conditions.

Primacy

In the event that any part of this scheme is inconsistent with the GBER, the provisions of GBER
shall prevail.

Contact
Questions about this scheme should be directed to the State Aid Policy Network, c/o ERDF

Policy Unit, The Department for Communities and Local Government, Fry Building, 2 Marsham
Street, London, SW1P 4DF.



Specific Conditions

1. Name

Regional Investment Aid

2. Eligible costs

Eligible costs shall be the following:-

(a) Investment costs in tangible and intangible assets;

(b) The estimated wage costs arising from job creation as a result of an initial investment,
calculated over a period of two years; or

(c) A combination of the above not exceeding the amount of either, whichever is higher.

3. Aid intensity

Maximum % aid intensity levels for:

Notification thresholds

Aid Measure Large Medium Small €)
Enterprises Enterprises Enterprises
REGIONAL AID: GBER SECTION 1
GBER Article
14 The aid intensity in gross grant equivalent shall not The ‘adjusted aid amount’,
Regional exceed the maximum aid intensity established in the calculated in accordance
Investment Aid | regional aid map which is in force at the time the aid is with the mechanism
granted in the area concerned. Where the aid intensity | identified in GBER Atrticle 2,
and GBER is calculated on the basis of the eligible costs, the point 2 for an investment
Article 4 maximum aid intensity shall not exceed the most with eligible costs of €100
_— favourable amount resulting form the application of that million.

intensity on the basis of investment costs or wage
costs. For large investment projects the aid shall not
exceed the adjusted aid calculated in accordance with
the mechanism defined in GBER Article 2, point 20.

The two intervention rates that operate in England are
Tier 1 and Tier 2.

4. Excluded undertakings

See GBER Atrticles 1 and 13(a) — (e).

5. Other conditions

Aid Measure

Condition

GBER Article
14, point 2

The aid shall be granted in assisted areas.

GBER Article
14, point 3

In assisted areas fulfilling the conditions of Article 107(3)(a) of the Treaty, the aid may
be granted for an initial investment regardless of the size of the beneficiary. In
assisted areas fulfilling the conditions of Article 107(3)(c) of the Treaty, the aid may
be granted to SMEs for any form of initial investment. Aid to large enterprises shall
only be granted for an initial investment in favour of new economic activity in the area
concerned.




GBER Article
14, point5

The investment shall be maintained in the recipient area for at least five years, or at
least three years in the case of SMEs, after completion of the investment. This shall
not prevent the replacement of plant or equipment that has become outdated or
broken within this period, provided that the economic activity is retained in the area
concerned for the relevant minimum period.

GBER Article
14, point 6

The assets acquired shall be new except for SMEs and for the acquisition of an
establishment. Costs related to the lease of tangible assets may be taken into
account under the following conditions:

(a) for land and buildings, the lease must continue for at least five years after the
expected date of completion of the investment project for large undertakings or three
years in the case of SMEs;

(b) for plant or machinery, the lease must take the form of financial leasing and must
contain an obligation for the beneficiary of the aid to purchase the asset upon expiry
of the term of the lease.

In the case of acquisition of the assets of an establishment within the meaning of
GBER Article 2 point 49, only the costs of buying the assets from third parties
unrelated to the buyer shall be taken into consideration. The transaction shall take
lace under market conditions. If aid has already been granted for the acquisition of
assets prior to their purchase, the costs of those assets shall be deducted from the
eligible costs related to the acquisition of an establishment. Where a member of the
family of the original owner, or an employee, takes over a small enterprise, the
condition that the assets be bought from third parties unrelated to the buyer shall be
waived. The acquisition of shares does not constitute initial investment.

GBER Article
14, point 7

For aid granted for a fundamental change in the production process, the eligible
costs must exceed the depreciation of the assets linked to the activity to be
modernised in the course of the preceding three fiscal years. For aid granted for a
diversification of an existing establishment, the eligible costs must exceed by at least
200 % the book value of the assets that are reused, as registered in the fiscal year
preceding the start of works.

GBER Article
14, point 8

Intangible assets are eligible for the calculation of investment costs if they fulfil the
following conditions:

(a) they must be used exclusively in the establishment receiving the aid;

(b) they must be amortisable;

(c) they must be purchased under market conditions from third parties unrelated to
the buyer; and

(d) they must be included in the assets of the undertaking receiving the aid and must
remain associated with the project for which the aid is granted for at least five years
or three years in the case of SMEs.

For large undertakings, costs of intangible assets are eligible only up to a limit of 50
% of the total eligible investment costs for the initial investment.

GBER Article
14, point 9

Where eligible costs are calculated by reference to the estimated wage costs as
referred to in the eligible costs, the following conditions shall be fulfilled:

(a) the investment project shall lead to a net increase in the number of employees in
the establishment concerned, compared with the average over the previous 12
months, meaning that any job lost shall be deducted from the apparent created
number of jobs during that period;

(b) each post shall be filled within three years of completion of works; and

(c) each job created through the investment shall be maintained in the area
concerned for a period of at least five years from the date the post was first filled, or
three years in the case of SMEs.




GBER Article

14, point 10

Regional aid for broadband network development shall fulfil the following conditions:
(a) aid shall be granted only in areas where there is no network of the same category
(either basic broadband or NGA) and where no such network is likely to be developed
on commercial terms within three years from the decision to grant the aid; and

(b) the subsidised network operator must offer active and passive wholesale access
under fair and non-discriminatory conditions including physical unbundling in the case
of NGA networks; and

(c) aid shall be allocated on the basis of a competitive selection process.

GBER Article

14, point 11

Regional aid for research infrastructures shall be granted only if the aid is made
conditional on giving transparent and non-discriminatory access to the aided
infrastructure.

GBER Article

14, point 13

Any initial investment started by the same beneficiary (at group level) within a period
of three years from the date of start of works on another aided investment in the
same level 3 region of the Nomenclature of Territorial Units for Statistics shall be
considered to be part of a single investment project. Where such single investment
project is a large investment project, the total aid amount for the single investment
project shall not exceed the adjusted aid amount for large investment projects.

GBER Article

14, point 14

The aid beneficiary must provide a financial contribution of at least 25 % of the
eligible costs, either through its own resources or by external financing, in a form,
which is free of any public support. In the outermost regions an investment made by
an SME may receive an aid with a maximum aid intensity above 75 %, in such
situations the remainder shall be provided by way of a financial contribution from the
aid beneficiary.

GBER Article

14, point 15

For an initial investment linked to European territorial cooperation projects covered by
Regulation (EU) No 1299/2013, the aid intensity of the area in which the initial
investment is located shall apply to all beneficiaries participating in the project. If the
initial investment is located in two or more assisted areas, the maximum aid intensity
shall be the one applicable in the assisted area where the highest amount of eligible
costs is incurred. In assisted areas eligible for aid under Article 107(3)(c) of the
Treaty, this provision shall apply to large undertakings only if the initial investment
concerns a new economic activity.




Specific Conditions

1. Name

Regional operating aid

2. Eligible costs

Eligible additional costs shall be the following:-

(a) the additional transport costs of goods which have been produced in areas eligible for
operating aid, as well as additional transport costs of goods that are further processed in

these areas;

(b) the additional operating costs other than transport costs, incurred in outermost regions as a
direct effect of one or several of the permanent handicaps referred to in Article 349 of the

Treaty.

Costs in relation to (a) above shall fulfil the conditions set out in GBER Atrticle 15, point 2(a) and
costs in relation to (b) above shall fulfil the conditions set out in GBER Atrticle 15, point 2(b).

3. Aid intensity

Maximum % aid intensity levels for:

Notification thresholds

and GBER
Article 4

operating aid

eligible additional costs as determined in this
GBER Article 15.

Aid Measure Large Medium Small (€)
Enterprises Enterprises Enterprises
REGIONAL AID: GBER SECTION 1
GBER Article 15:
Regional The aid intensity shall not exceed 100 % of the None.

4. Excluded undertakings

See GBER Articles 1 and 13(a) — (e).

5. Other conditions

None.




Specific Conditions

1. Name

Regional urban development aid

2. Eligible costs

The eligible costs shall be the overall costs of the urban development project to the extent that
they comply with Articles 65 and 37 of the Regulation (EU) No 1303/2013.

3. Aid intensity

Aid Measure

Maximum % aid intensity levels for:

Notification thresholds
Small €)

Enterprises

Medium
Enterprises

Large
Enterprises

REGIONAL AID: GBER SECTION 1

GBER Article 16:

Regional urban
development aid
and GBER
Article 4

70%: The urban development aid shall leverage €20 million.

additional investment from private investors at the

level of the urban development funds or the urban
development projects, so as to achieve an

aggregate amount reaching minimum 30 %

of the total financing provided to an urban
development project.

4. Excluded undertakings

See GBER Atrticles 1 and 13(a) — (e).

5. Other conditions

Aid Measure

Condition

GBER Article 16,

point 2

Urban development projects shall fulfil the following criteria:

(a) they are implemented via urban development funds in assisted areas;

(b) they are co-financed by the European Structural and Investment Funds;

(c) they support the implementation of an ‘integrated sustainable urban
development strategy’.

GBER Article 16,

point 2

The total investment in an urban development project under any urban
development aid measure shall not exceed EUR 20 million.

GBER Article 16,

point 5

Aid granted by an urban development fund to the eligible urban development
projects may take the form of equity, quasi-equity, loans, guarantees, or a mix
thereof.

GBER Article 16,

point 7

Private and public investors may provide cash or an in-kind contribution or a
combination of those for the implementation of an urban development project. An
in-kind contribution shall be taken into account at its market value, as certified by
an independent qualified expert or duly authorised official body.




GBER Article 16,

point 8

The urban development measures shall fulfil the following conditions:

(@) urban development fund managers shall be selected through an open,
transparent and non-discriminatory call in accordance with the applicable Union
and national laws. In particular, there shall be no discrimination between urban
development fund managers on the basis of their place of establishment or
incorporation in any Member State. Urban development fund managers may be
required to fulfil predefined criteria objectively justified by the nature of the
investments;

(b) the independent private investors shall be selected through an open,
transparent and non-discriminatory call in accordance with applicable Union and
national laws aimed at establishing the appropriate risk-reward sharing
arrangements whereby, for investments other than guarantees, asymmetric profit-
sharing shall be given preference over downside protection. If the private investors
are not selected by such a call, the fair rate of return to the private investors shall
be established by an independent expert selected via an open, transparent and
non-discriminatory call;

(c) in the case of asymmetric loss-sharing between public and private investors,
the first loss assumed by the public investor shall be capped at 25 % of the total
investment;

(d) in the case of guarantees to private investors in urban development projects,
the guarantee rate shall be limited to 80 % and total losses assumed by a Member
State shall be capped at 25 % of the underlying guaranteed portfolio;

(e) the investors shall be allowed to be represented in the governance bodies of
the urban development fund, such as the supervisory board or the advisory
committee;

(f) the urban development fund shall be established according to the applicable
laws. The Member State shall provide for a due diligence process in order to
ensure a commercially sound investment strategy for the purpose of implementing
the urban development aid measure.

GBER Article 16,

point 9

Urban development funds shall be managed on a commercial basis and shall
ensure profit-driven financing decisions. This is considered to be the case when
the managers of the urban development fund fulfill the following conditions:

(@) the managers of urban development funds shall be obliged by law or contract
to act with the diligence of a professional manager in good faith and avoiding
conflicts of interest; best practices and regulatory supervision shall apply;

(b) the remuneration of the managers of urban development funds shall conform
to market practices. This requirement is considered to be met where a manager is
selected through an open, transparent and non-discriminatory call, based

on objective criteria linked to experience, expertise and operational and financial
capacity;

(c) the managers of urban development funds shall receive a remuneration linked
to performance, or shall share part of the investment risks by co-investing own
resources so as to ensure that their interests are permanently aligned with

the interests of the public investors;

(d) the managers of urban development funds shall set out an investment
strategy, criteria and the proposed timing of investments in urban development
projects, establishing the ex ante financial viability and their expected impact on
urban development;

(e) a clear and realistic exit strategy shall exist for each equity and quasi-equity
investment.

GBER Article 16,

point 10

Where an urban development fund provides loans or guarantees to urban
development projects, the following conditions shall be fulfilled:

(a) in the case of loans, the nominal amount of the loan is taken into account in
calculating the maximum investment amount for the purposes of point 3 of Article
16;




(b) in the case of guarantees, the nominal amount of the underlying loan is taken
into account in calculating the maximum investment amount for the purposes of
point 3 of Article 16.

GBER Article 16,

point 11

The Member State may assign the implementation of the urban development aid
measure to an entrusted entity.




