Welsh Local Government
SME Development Scheme
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WLGA - CLILC
1. Member State
United Kingdom
2. Region
Wales
3. Title of Aid Scheme
Welsh Local Government SME Development scheme
4, UK Legal basis
Local Government Act 2000 C22 Part 1
5. EC Legal basis
5.1 All aid provided under this Scheme will be within the limits set out in:

e Commission Regulation (EC) No 70/2001 of 12 January 2001 on the
application of Articles 87 and 88 of the Treaty to State aid to Small and
medium-sized enterprises; and

e Commission Regulation (EC) No 364/2004 amending Regulation 70/2001 as
regards the extension of its scope to include aid for research and
development.

5.2 Summary information relating to the Scheme has been sent to the Commission
for publication (add in reference numbers here when available).

6. Definitions
In this Scheme, the following expressions have the meanings assigned below:

“SME"” means an enterprise that falls within the criteria and parameters of the
definition of micro, small and medium-sized enterprises contained in the
Commission Recommendation of 6 May 2003 concerning the definition of
micro, small and medium-sized enterprises (2003/361/EC), which took effect
on 1 January 2005 *

! http://europa.eu.int/eur-lex/pri/en/oj/dat/2003/l 124/l 12420030520en00360041.pdf
See also The New SME Definition User Guide and Model Declaration
http://ec.europa.eu/enterprise/enterprise _policy/sme_definition/sme _user guide.pdf



http://europa.eu.int/eur-lex/pri/en/oj/dat/2003/l_124/l_12420030520en00360041.pdf
http://ec.europa.eu/enterprise/enterprise_policy/sme_definition/sme_user_guide.pdf

“Assisted Area” means any of the regions in Wales designated as an 87(3) (a)
or 87 (3) (c) area as identified in the Regional Aid Map 2007-2013.

“the Regional Aid Map” means the map approved by the Commission for the
UK and published in accordance with paragraph 101 of the Guidelines on
National Regional Aid for 2007-2013 (2006/C 54/08);

“Non-assisted areas” means any of the regions in Wales not designated as an
87(3) (a) or 87 (3) (c) area as identified in the Regional Aid Map 2007-2013.

“the Regional Aid Map” means the map approved by the Commission for the
UK and published in accordance with paragraph 101 of the Guidelines on
National Regional Aid for 2007-2013 (2006/C 54/08);

“Investment in tangible assets” means investment in fixed physical assets
relating to the creation of a new establishment, the extension of an existing
establishment, the engagement in a fundamental change in the product or
production process of an existing establishment, in particular through
rationalisation, diversification or modernisation. An investment in fixed assets
undertaken in the form of a takeover of an establishment which has closed or
would have closed had it not been purchased is also included within the
definition.

“Investment in intangible assets” means investment in transfer of technology
by the acquisition of patent rights, licences, know-how or unpatented technical
knowledge.

“Fundamental R&D"” means activity designed to broaden scientific and technical
knowledge not linked to industrial or commercial objectives.

“Industrial R&D"” means planned research aimed at the acquisition of new
knowledge.

“Pre-competitive R&D"” means shaping of the results of industrial research into
a plan for new or improved products that can be sold on the market.

Objective of the scheme
The aim of the Scheme is to allow local authorities in Wales to provide support

to SMEs in Wales for the following purposes:

e Research and Development,

e Consultancy and trade fair participation

e Investment aid (in Non Assisted Areas only*)

A strong SME basis is vital to ensure the economy of Wales grows and prospers
in line with other Member States. The principles of the Scheme are in line with
the guiding principles of the Commission’s State Aid Action Plan to provide less
and better targeted aid.

*For investment aid in Assisted Areas, the Welsh Local Government Regional
Investment Aid Scheme applies.



10.

10.1

10.2

10.3

11.

Government or statutory bodies authorised to implement the Scheme
Local Authorities in Wales - Blaenau Gwent County Borough Council, Bridgend

County Borough Council, Caerphilly County Borough Council, City and County of
Cardiff, Carmarthenshire County Council, Ceredigion County Council, Conwy
County Borough Council, Denbighshire County Council, Flintshire County
Council, Gwynedd Council, Isle of Anglesey County Council, Merthyr Tydfil
County Borough Council, Monmouthshire County Council, Neath Port Talbot
County Borough Council, Newport City Council, Pembrokeshire County Council,
Powys County Council, Rhondda Cynon Taf County Borough Council, City and
County of Swansea, Torfaen County Borough Council, Vale of Glamorgan
Council and Wrexham County Borough Council.

Date and period of Scheme
Aid under this scheme may be granted until 30" June 2008.

Scope of Scheme

All SMEs in Wales within the EC definition as set out in Commission
Recommendation of 6 May 2003 concerning the definition of micro, small and
medium-sized enterprises (2003/361/EC), which took effect on 1 January 2005.
Excluding:
Coal sector;
e Those engaged in production, processing & marketing of agricultural and
fisheries products;
e Those engaged in agriculture, fisheries and aquaculture;
Those subject to an outstanding order for the recovery of aid which has
been declared by the Commission to be illegal and incompatible with the
Common market; or
e Those meeting the definition of “a firm in difficulty” within the meaning of
Chapter 2 of the Community guidelines on State aid for rescuing and
restructuring firms in difficulty (O] C 244, 1.10.2004, p.2).

In addition, aid will not be allowed for the following activities:

e Aid to export related activities;

e Aid contingent upon the use of domestic over imported goods;

e For the transport sector, transport means and equipment with the exception
of railway rolling stock.

Aid recipients will need to conduct business within one of the Welsh local
authority areas.

Aid recipients must demonstrate that aid is required for projects to proceed.

Form of Aid
Local authorities will provide assistance to SMEs in Wales in the form of grants.



12, Eligible costs

12. 1 Provision of support for investment in tangible or intangible assets
(non-assisted areas only)
e Tangible assets (land, plant, machinery and equipment).
e Intangible assets (patents, licences or unpatented technical knowledge).
e Wage costs (percentage of wage costs over a two year period linked to an
investment project).
e Costs of preparatory studies and consultancy costs lined to the investment.

Wage Costs:

e Aid should be expressed as a percentage of wage costs over a two-year
period;

Employment must be linked to an Investment project;

Investment must lead to a net increase in the number of employees;
Posts must be filled within 3 years of completion of works;

Posts must be maintained for a period of 5 years from the date the post
was first created;

e Measured on the basis of the net increase in job humbers.

The maximum aid intensities are set out below:

Investment Non-Assisted Areas
Small sized enterprise 15%
Medium sized enterprise 7.5%

NB Investment aid for SMEs in Assisted Areas should be given under
the Welsh Local Government Regional Investment Aid Scheme (insert
reference number).

12. 2 Provision of aid for consultancy services and participation in
exhibitions and fairs (all areas of Wales)
Assistance up to a maximum aid intensity of 50% can be awarded for one-off
consultancy. One-off consultancy costs are defined as services that are not
routine, do not relate to an SME’s normal operating expenditure and is not
continuous or periodic activity.

Assistance up to a maximum aid intensity of 50% can be awarded for the
additional costs incurred for renting, setting up and running a stand for an
SME's first participation in a trade fair or exhibition.

12.3 Provision of support for Research & Development activities (all areas
of Wales)
Local authorities will provide assistance to SMEs in Wales for research and
development activities in line with Commission Regulation 364/2005 which
extended the SME Block Exemption to include R&D activities. The maximum
aid intensities are detailed in the table below:
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14.

15.

15.1

15.2

15.3

Non-assisted
area

Article 87
(3) (a) areas

Article 87
(3) (c) areas

R&D

Fundamental 100% 100% 100%
Industrial 60% 70% 65%
Pre-competitive 35% 45% 40%
development

Assistance will be available for the following eligible costs:

personnel costs;

cost of instruments/equipment used;

building depreciation costs, land costs, consultancy services;

additional overheads & operating expenses incurred directly by the project;
costs associated with technical or feasibility studies;

patenting costs.

Cumulation

Aid provided under this scheme will not be cumulated with other forms of aid
nor with de minimis in regard to the same eligible costs if the result would
breach the relevant aid intensities set out above.

Budget for aid under the Scheme
£ 1 million

Monitoring and reporting requirements

All recipients of aid under the scheme will be informed that aid has been
provided under Commission Regulation (EC) No 70/2001 and/or Commission
Regulation (EC) No 364/2004 as appropriate and of the Commission reference
number for the scheme.

Records will be kept for 10 years from the date of the last aid award provided
under the Scheme is given. Records will be sufficiently detailed to establish that
the conditions of the scheme are met, to include confirmation of SME status,
location in Assisted area (if appropriate) and eligibility of supported costs.

Annual return information will be provided to the Commission via the Welsh
Assembly Government’s State Aid Unit. Local Authorities will separately identify
how much aid they have awarded under this scheme.

Contact Information:
Director of Regeneration and Sustainable Development
Welsh Local Government Association

Local Government House
Drake Walk

Cardiff

UK - CF10 4LG

Tel: + 44 (0)29 2046 8600

Fax: +44 (0)29 2046 8601



