WLGA Briefing

State Aids and Regional Aid
Guidelines

1% February 2005 WLGA *CLILC

Alexia Taylor
00 32 (0)2 5064484 — alexia.taylor@wlga-brussels.org.uk
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A discussion took place on the revised Commission proposals on State Aids. Particular
attention was given to the attached table that sets out the new definitions and thresholds
for investments in Article 87 3 (a) areas (Full Convergence) and other non Convergence
Article 87 3 c support. In each category proposed thresholds for small, medium and large
investments have been set out.

The new RAG proposals are based on two key principles — a very strict concentration of aid
on the poorest regions and a substantial reduction in aid for regional investment projects
with a particular emphasis on larger projects. DG COMP has prompted a letter (contained
i n Annex 1) reported in the FT recently t
opposi ti on to the Commission’s willingness
investing outside the Article 87 3 a or 3 ¢ regions. The following table sets these proposed
(3a) and (3c) thresholds out for small, medium and large enterprise investments.

Region Large enterprises Medium-sized Small enterprises
enterprises
Article 87(3)a)’ 40% 50% 60%
<45% GDP
Article 87(3)a)’ 35% 45% 55%
45.01% - 60% GDP
Article 87(3)a) 30% 40% 50%
60.01% - 75% GDP
Article 87(3)c) 1107 | 1110 | 1112 | 1107 | 1110 | 1112 | 1107 | 1110 | 1.112
“statistical effect™
30% 225% | 15% 40% 3235% | 25% 50% 4235% | 33%

Article 87(3)c) low 20% 30% 40%
population density
Article 87(3)c) 15% 25% 35%
“economic
development”
Non-assisted areas 0 10% 20%

Outermost regions are all eligible to Article 87(3) a). Furthermore, outermost regions with a
GDP/capita higher than 60% are entitled to a bonus of 10 %, those with a GDP/capita below
60% are entitled to a bonus of 15%.
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As far as Wales is concerned, the level of aid for a future full Convergence Region will be
dictated by the level of development of that region in GDP terms (i.e. for West Wales and
Valleys this could be considered within the bracket 60% to 75% GDP. More likely though,
depending on the final data series used, West Wales NUTS II area will be considered as a
Statistical Effect area under Article 87 3 c¢. This category contains a series of three
thresholds on a sliding scale for small, medium and large scale investments.

Two key issues are apparent for the statistical effect regions:

1) 30%, 40% and 50% interventions will be permissible in the Statistical Effect
areas for the first full three years of the programmes until 1.1.2010. providing a
degree of stability for the thresholds allowed at the moment.

2) Itis noticeable that thresholds for Statistical Effect decrease to 15, 25 and 35%
by 2013 indicating that something will follow this regime for these regions after 2013
(i.e. the threshold is not reduced to 0% by 2013)

Whilst the Commission holds unique competence for State Aids, the Committee of the
Regions has nominated the President of Asturias, Mr Vicente ALVAREZ ARECES as its
rapporteur for a report on these proposals. The group would be given a chance to input
on the opinion, but that this would unfortunately not be approved before the Member
States Multilateral meeting in February 2005. It was agreed that the group should
continue to press for special treatment under the article 87 3 a category given that the
type of investment permissible was more advantageous. COTER CoR committee would be
encouraged to invite Philip Lowe to one of t
Li sbon Agenda and CompetitioonmnsP0licy doing fc

Timetable for adoption of new regional aid guidelines

As far as the Commission process is concerned the steps in the process would be to allow
Member States are invited to transmit any further written comments on this paper before 1
March 2005. Thereafter it would be the objective of the services of DG COMP to circulate
draft guidelines in early May 2005 for discussion at a second multilateral which would
take place in mid-June 2005, so that the new RAG can be adopted by the Commission in
September 2005.
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