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Sir,  
 
The Commission wishes to inform the United Kingdom that, having examined the 
information supplied by your authorities on the matter referred to above, it has decided to 
raise no objections to the aid. 

1. PROCEDURE 

(1) By letter of 8 August 2005 the United Kingdom notified, partially under the 
simplified procedure according to Article 4(2) of Commission Regulation (EC) 
No 794/2004 of 21 April 2004 implementing Council Regulation (EC) No 
659/1999 laying down detailed rules for the application of Article 93 of the EC 
Treaty1, its intention to extend and amend the Waste & Resources Action 
Program (WRAP), which the Commission originally approved by decisions of 6 
October 2003 and 11 November 20032. 

(2) The Commission asked additional information by letter dated 16 September 2005. 
The UK Authorities replied by letter of 21 October 2005. A meeting between 
representatives of the Commission and the British authorities was held on 12 
December 2005. Following this meeting, the UK provided further information by 
letters dated 12 January 2006 and 16 February 2006. 

                                                 
1  OJ L 140, 30.4.2004, p.1. 
2  Case N284/03 published in OJ C284 of 27.11.2003, p.2, and cases C21/03 and N474/02 published in 

OJ C129 of 3.6.2003, p.6 and OJ L102 of 7.4.2004, p.59. Two other decisions concern support by 
WRAP in the paper sector - C 61/2002 published in OJ L314 of 28.11.2003, p.13 and C45/05 
published in OJ C9 of 14.1.2006, p.6. 
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2. DESCRIPTION  

2.1. WRAP 

(3) WRAP is a publicly funded body established in 2001 on behalf of the Department 
of the Environment, Food and Rural Affairs, whose aim is to promote sustainable 
waste management and efficient markets for waste management with the view 
(inter alia) to creating new markets for recycled products, including the 
development of new products arising from reprocessed waste3. 

(4) WRAP operates several measures. The earlier Commission decisions concerned 
three measures: 1) the Capital Grant Scheme, 2) the Lease Guarantee Fund 
publicised under the name ‘eQuip’ and 3) the Pilot Fund. Part of the first two 
measures, the so-called ‘regional sections’ were authorized under the Guidelines 
on national regional aid (“Regional aid guidelines”)4. The remainder, the so-
called ‘environmental sections’ was authorized directly on the basis of Article 
87(3)(c) EC. The Pilot Fund was authorized on the basis of the Communication 
on State aid and risk capital5. Wherever applicable, the UK applies the 
Community definition of SME6. Below, the existing schemes are described in a 
summarised way; further details can be found in the earlier decisions. 

(5) The current notification adds a new measure: an R&D Fund. 

(6) In addition, WRAP administers a number of horizontal state aid measures 
pursuant to Commission Regulation (EC) n°70/2001 of 12 January 2001 on the 
application of Article 87 and 88 of the EC Treaty to State aid to small and 
medium-sized enterprises7 and Commission Regulation (EC) n°69/2001 of 12 
January 2001 on the application of Article 87 and 88 of the EC Treaty to State aid 
to de minimis aid8. These measures are not part of the present notification. 

2.2. Prolongation of the Measures and Budget Increases 

(7) The duration of all measures, i.e. the Capital Grant Scheme, the Lease Guarantee 
Fund and the Pilot Fund, is to be extended from 31 December 2006 until 31 
December 2010. 

(8) For all the schemes, including the new R&D Fund, the UK notified a total budget 
of £ 97 million (EUR 141.8 million) from the approval of the measures till 
31 December 2010. When the schemes were first approved the total budget 
amounted only to £ 25 million (EUR 36.5 million). 

                                                 
3  www.wrap.org.uk 
4      OJ C 16, 21.01.1999, p. 5. 
5      OJ C 235, 21.8.2001, p. 3. 
6  Annex I of the Commission Regulation (EC) No 364/2004 of 25 February 2004 amending Regulation 

(EC) No 70/2001 as regards the extension of its scope to include aid for research and development, 
Official Journal L 63, 28.02.2004, page 22. 

7  OJ L 10, 13.01.2001, p.33. 
8  OJ L 10, 13.01.2001, p.30. 
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2.3. Amendments to the Capital Grant Scheme 

(9) The purpose of the Capital Grant Scheme is to increase the recycling of waste by 
subsidising investments by private companies in recycling facilities. Aid is given 
only if WRAP finds a market failure, e.g. in uncertainty of returns on this type of 
investment, the risks and costs associated with obtaining and using appropriate 
waste materials and negative prejudgments with consumers of products made 
from recycled materials. In order to select the aid beneficiaries and to determine 
the level of aid, WRAP uses open and competitive tender procedures. The 
selected firms will commit themselves to recycle a certain quantity of waste per 
year. Projects are selected on the basis of a certain number of criteria: most 
economically advantageous offer, magnitude and relevance of deliverables in 
relation to the environmental objectives and organisational feasibility. 

(10) Eligible Costs include all investment costs linked to recycling. The net operating 
benefits over the first 5 years are deducted from the eligible costs. The maximum 
aid intensity is 30% with a bonus of 10% for small and medium-sized enterprises 
(SMEs) and with a 5% or 10% for projects located in assisted areas.  

(11) The original scheme concerned waste wood, glass, plastics, aggregates and 
organics/compost. As regards plastics, WRAP intends to target as well secondary 
packaging waste such as PVC used in shrink wraps and palette wraps, and 
domestic plastic waste and non-packaging plastic waste such as PVC window 
frames. As regards compost, WRAP intends to increase the range of wastes to be 
reprocessed. For waste wood and glass, the type of projects to be supported will 
not change substantially. 

(12) Four additional materials will be added, namely: 

(a) Batteries: processing waste batteries to recover the basic metallic 
elements. Some other incentives like legal measures or increasing 
collection schemes by local authorities and facilities set up at city 
community amenity sites, may stimulate collection and reprocessing of 
batteries. In case no further incentive is necessary, WRAP will give no 
aid; 

(b) Tyres: processing tyres into, e.g., civil engineering applications such as 
embankments, flood defences, backfill for wall and bridge abutments, 
insulation in roads or building foundations, drainage, playground surfaces 
– and ground rubber applications – such as flooring, sealants or moulding 
compounds; 

(c) Plasterboard and gypsum based products: reprocessing back into 
plasterboard or a range of other products, such as bulking agents for 
compost, land applications, animal bedding components or cement 
production; and 

(d) Quarry mineral wastes: waste aggregates were already included, but the 
UK wishes to ensure that the scheme not only includes stone and gravel 
used in the construction industry, but also other wastes that can be 
reprocessed, such as quarry mineral wastes. 
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Projects involving ‘state of the art’ processes will not be eligible for support. By 
‘state of the art’ is meant a process in which the use of a waste product to 
manufacture an end product is economically profitable and normal practice. See 
for further details the table below. 

Waste 
material 

Purpose Original and new expected 
budget and expected 
number of projects 

Recycled Products 

Wood New reprocessing 
plants 

EUR 0.75 million for more 
than 3 projects in total, now 
EUR 7.5 million for 6-10 
projects 

animal beddings, 
mulch, surfacing 
products, active 
carbon 

Glass New reprocessing 
plants 

EUR 1.0 million 1 project, 
now EUR 4.5–6.0 million 
for 5-8 projects 

fine ground glass 
for new end use 
(bricks etc.) 

Plastics New automated 
bottle sorting 
capacity 

EUR 3.3 million 1 project, 
now EUR 3-7.5 million for 
2-4 projects 

N/A - sorts bottles 
by color & polymer 
for reprocessing 

Aggregates + 
quarry 
minerals (new) 

new reprocessing 
capacity for 
construction and 
excavation waste  

EUR 8.55 million ≤ 20 
projects; now EUR 29-37 
million for 50-75 project 

N/A - involves also 
material not 
recycled due to 
higher toxicity 

Organics new compost & 
blend capacity  

EUR 5.7 million ≤ 20 
projects, now EUR 37-44 
million for 60-100 projects 

high quality 
compost 

tyres, 
batteries, 
plasterboard & 
gypsum (all 
new) 

aiding R&D and  
high value ways 
of reuse & 
recycling, 
limiting waste 

total of £ 18.0 million (EUR 
26.5) for 60 projects over a 
five year period. 

N/A - depends on 
the bids  

 
(13) The overall budget will be increased to £ 69 million (EUR 101 million) from 

approval until 31 December 2010 as compared to £ 14 million (EUR 20.5 million) 
for the period of November 2003 – 31 December 2006. The notified new 
materials would increase the budget by £ 18 million (EUR 26.5 million) from 
approval until 31 December 2010.   

2.4. Amendments to the Lease Guarantee Fund 

(14) With the same objective as the Capital Grant Scheme, the Lease Guarantee Fund 
provides guarantees that cover leases of machinery and equipment for the purpose 
of reprocessing waste materials and manufacturing products from those materials. 
The maximum value for an individual asset to be supported under this measure 
will be £ 5 million (EUR 7.5 million). The residual value guaranteed is typically 
around 20% of the total value of the equipment9. The guarantee provisions for the 
LGF will not be changed.  

                                                 
9  Between the launch of the scheme in February 2004 and March 2005, residual value guarantees 

totalling £ 249 862 had been granted, on a total value equipment of £ 1 412 058, which corresponds to 
22%. 
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(15) To be eligible, current or planned business activity must be sorting, reprocessing 
or recycling of the notified materials or collection technology or infrastructure 
that is specifically designed to enhance the above, or manufacture of products 
incorporating the notified recycled materials. 

(16) The guarantees are not available to companies who plan to use their plant or 
machinery for the production of fuels for energy production or who intend to use 
their plant or machinery to generate energy from waste. Guarantees are not 
available for standard vehicle leasing either. Second hand equipment can be 
guaranteed through the scheme but equipment cannot be re-leased or sold and 
leased back. The requirement that equipment must be kept in situ for five years is 
removed. 

(17) The aid intensity is usually 6%. The maximum monetary value of an individual 
asset supported and the grant equivalent remain the same. Assuming a 30% 
default rate, a fund size of £ 2.4 million (EUR 3.6 million), a maximum of 
£ 8.16 million (EUR 12 million) in residual values is estimated. The maximum 
monetary value of an individual asset supported is £ 5.0 million 
(EUR 7.35 million), so the grant equivalent amounts to a maximum of £ 300 000 
(EUR 441 000). 

(18) The Lease Guarantee Fund will be extended to the same new materials as the 
Capital Grant Scheme. 

(19) Equipment to be used in projects involving ‘state of the art’ processes are not 
eligible for support under the Lease Guarantee Fund. The UK does not want to 
displace private sector or subsidise it when there is no market failure. That is why 
the guarantees are not available where normal operating leases are available. The 
evaluator of applications is an independent third party management agent chosen 
through a competitive tender process. As a safeguard the managers have to 
confirm this when assessing individual guarantee applications. The UK argued 
that in practice the requirement to deduct net operating benefits from eligible cost 
is excessive and too difficult to administer. Therefore, the UK wishes not longer 
to verify the net operating benefits over the first five years of the investment in 
each individual case, but rather monitor such benefits in a more general way. To 
this end, they will engage in regular monitoring that will be particularly focused 
on those types of equipment where net operating benefits can be expected to be 
most substantial. At the same time they would set the maximum aid intensity at 
7.5%, to which SME and regional bonuses can be added. An aid intensity of 7.5% 
would allow WRAP to give a residual value guarantee of 25%. The UK expects 
only an average aid intensity of 5.15%. The UK committed that they will continue 
to grant lease guarantees only to the extent that this monitoring confirms that the 
guarantees do not lead to an aid intensity higher than 30% when deducting the net 
operating benefits from the eligible extra investment cost for the equipment 
concerned. 

2.5. Amendment to the Pilot Fund  

(20) The only amendment to the Pilot Fund is that the notified new materials would be 
added to its scope of activity and that its capital may be increased by £ 8 million 
(EUR 11.7 million) to £ 11.8 million (EUR 17.3 million). The original objectives 
and commitments, e.g. the degree of private participation, remain the same. 
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2.6. The new R&D Fund 

Objective of the scheme, legal basis, duration and budget 

(21) The scheme aims to promote research and development of new technologies in 
waste minimisation, recycling and reprocessing. The scheme targets the same 
materials as the other measures described above. 

(22) The legal basis of the proposed scheme is Section 153 of the Environmental 
Projection Act 1990 and the Financial Assistance for Environmental Purposes 
(No 2) Order 2000 (SI 2000:2211). The duration of the aid scheme is immediately 
upon clearance from the Commission until 31 December 2010. The budget 
foreseen is of £ 10 million (approximately EUR 14.5 million). 

(23) Assistance will be provided in the form of capital grants. The beneficiaries will be 
selected through open tender procedures. The scheme is not restricted to any 
specific size or sector and includes universities and research organisations. 
Companies registered in the UK and UK-based organisations are eligible. The 
estimated number of recipients is 100. 

R&D stages, eligible costs and aid intensities 

(24) The scheme will support fundamental research, industrial research, pre-
competitive development and feasibility studies for these three stages of research. 
It is likely that most of the projects that WRAP will wish to fund will be 
feasibility studies or pre-competitive activities. This latter may include research 
activities, testing, pilots and trials of new products, materials, technology and 
equipment that may or may not have been already developed to a degree, but 
which are insufficiently developed for commercial application. 

(25) An example of project at pre-competitive stage could be a packaging company 
that has developed a new injection moulding process enabling significantly lighter 
weight plastic containers to be produced and is seeking funding from WRAP to 
undertake R&D pilots and trials of the innovative process on a production-scale 
multi-cavity injection moulding machine. 

(26) WRAP will comply with the Community framework for State aid for research and 
development (hereafter “the R&D framework”)10 when identifying eligible 
expenditure in the projects funded. 

(27) The following aid intensities will be granted: 

Stages of research Activities Feasibility studies preparatory to activities 
Pre-competitive 
development 

25% 50% 

Industrial research 50% 75% 
Fundamental 
research 

100% Not applicable 

 

                                                 
10  OJ C45 of 17.2.1996, p. 5. 



7 

(28) The following bonuses may be added to the basic aid intensities, subject to the 
overall limits of 75% for industrial research and 50% for pre-competitive 
development: 

(a) A bonus of 10 percentage points may be provided to SMEs.  

(b) A bonus of respectively 10 percentage points and 5 percentage points may 
be awarded to beneficiaries located in assisted regions as defined under 
article 87(3)a and article 87(3)c. The UK authorities have undertaken to 
respect the new definition of eligible areas for regional assistance when 
the UK map of areas eligible for national regional aid 2000-2006 expires 
for the application of regional bonuses. 

(c) Where the research project is in accordance with a specific project or 
programme undertaken as part of the Community’s current framework 
programme for R&D, WRAP may grant an extra 15 percentage points. 

(d) Where the research project is not in accordance with the objectives of a 
specific project or programme undertaken as part of the Community’s 
current framework programme for R&D, but it involves effective co-
operation between firms and public research bodies, particularly in the 
context of co-ordination of national RTD policies or its results are widely 
disseminated and published, patent licences are granted or other 
appropriate steps are taken under conditions similar to those for the 
dissemination of Community RTD results, WRAP may grant up to an 
extra 10 percentage points. 

(29) The combination of contributions of the non-profit making establishments, where 
these do not fall under point 2.4 of the R&D framework and hence their funding 
constitutes State aid, will be taken into account into the calculation of the aid 
intensities of the project. 

Cumulation 

(30) The UK authorities have undertaken to comply with the Community rules 
governing the combination of aids, whether this involves aid for different 
purposes or aids for the same purpose under schemes adopted by the same or 
different entities at central, regional or local level. 

(31) It is a condition of the contract for funding, that the intended aid recipient agrees 
with WRAP, that the recipient must declare all other State aid funding it has 
received or will receive in relation to the same eligible costs. A breach of the 
cumulation rules will mean that the aid recipient is in breach of contract and will 
be obliged to repay State aid funding to WRAP. 

Incentive effect 

(32) WRAP seeks to address serious market failures. For example, despite producer 
responsibility and essential requirements legislation for packaging and the 
portfolio of waste legislation, industry does not pay the full cost of managing the 
household waste that its products and packaging create. This creates a situation 
where there are insufficient drivers for the retail supply chain to focus research 
and development activity on household waste minimisation through product and 
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packaging innovation. WRAP wishes to tackle this lack of commercial R&D 
priority for projects that lead to household waste minimisation by reducing the 
risk to enterprises of research investment in this area. 

(33) Applicants must show that their idea is novel and that the work represents a 
significant advance. In addition, applications for support will be examined, 
together with technical experts, against specific award criteria, such as: 

(a) The project should have significant potential environmental advantages, 
whether in terms of increasing recycling or reducing landfill; 

(b) The technical and commercial risks of the project must be clearly 
identified in the project proposal; 

(c) The grant will only be made if it can be shown that the project would not 
go ahead otherwise, or would not proceed as quickly or as well without 
support. 

(34) The UK has undertaken to provide the Commission with an annual report on the 
implementation of the aid. 

2.7. Trade in materials concerned 

(35) The UK provided the following information on trade in the materials concerned. 

Wood, aggregates, compost and organics 

(36) There are no significant imports and exports of waste wood from the UK, only 
negligible tonnages between the Irish Republic and the UK. By far most 
aggregates are only traded locally because of their weight and relatively low 
value.  For compost and organics, markets are only local as well. 

Glass 

(37) The imported green glass is mostly filled imports. The exported glass is on the 
other hand mostly white glass and also filled. 

 Cullet11 

exports 
Cullet 
imports 

Filled and empty exports Filled and empty imports 

2001 39,016 3,812 557,432 1,184,201 
2002 64,816 2,742 610,496 1,227,430 
2003 93,824 5,408 644,256 1,262,742 
2004 164,749 46,568 659,678 1,309,605 
 All figures in tonnes   
 

                                                 
11  Cullet is an industry term for crushed, recycled glass. 
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Plastics 

(38) The UK provided the following information on UK exports of waste plastics from 
packaging 

Year Exports (tonnes)12 
2001 66,813 
2002 135,236 
2003 114,430 
2004 173,947 
 
(39) WRAP estimates the annual volume of new plastic packaging to be between 

50,000 and 100,000 tonnes. On the other hand imports of waste plastics into the 
UK are not reported but WRAP estimates that they are between 20,000 and 
100,000 tonnes annually, including imports of farm plastics from Ireland.  

(40) Recycled raw material is both imported to, and exported from, the UK but at 
unknown levels. This trade is on a spot basis so large variations in traded figures 
would be expected in response to changing market conditions. 

(41) For some end-products, the use of waste plastics is rather common in Europe and 
elsewhere, e.g. recycled polyethylene terephthalate (PET) fibre used for synthetic 
fibres, refuse sacks and profiles, food grade PET for bottle applications. These 
products are generally traded internationally. 

Tyres 

(42) In 2001, imports of used tyres represented approximately 8% of total UK arisings 
out of approximately 480,000 tonnes, according to disclosed figures and exports 
represented 2%13. If one were to include the estimated 300,000 tonnes of annual 
undisclosed waste tyres arisings, the proportions represented by imports and 
exports would be 4.8% and 1.2% respectively: 

Year Imports (tonnes) Exports (tonnes) 

2000 34,921 8,055
2001 37,473 9,741
2002 13,170 13,406
2003 7,459 13,129
2004 9,668 21,796
 

                                                 
12  Source: Department of Environment, Food and Rural Affairs, note as of 30th August 2005. 
13  Source: Department of Trade & Industry through its Used Tyre Working Group. 
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Batteries 

(43) Only about 5% of waste batteries are collected and recycled) and most of the 
collected batteries arise from commercial and industrial collections14: 

year Primary Batteries 
(zinc-carbon/alkaline 
/zinc-air) 

Ni-Cd Batteries Ni-MH 
batteries 

Lithium-ion 
batteries (primary 
and secondary) 

2002 38 424 35
2003 98 343 32.5 12.5
2004 37 118 (portable) 

295 (industrial)
21 7

 
Plasterboard 

(44) Plasterboard waste is not exported from the UK. Due to its low value, it is not 
economically viable to import waste plasterboard or quarry mineral wastes into 
the UK. There is no import to or export from the UK of products produced from 
plasterboard quarry mineral wastes. On the other hand 300,000 tonnes of flue gas 
desulphurisation (FGD) gypsum (10% of all FGD gypsum used) is imported to 
the UK for the production of plasterboard. 

3. ASSESSMENT  

3.1. Presence of State aid under Article 87(1) of the Treaty 

(45) As set out in the earlier decisions, the Capital Grant Fund, the Lease Guarantee 
Fund and the Pilot Fund constitute State Aid in the meaning of Article 87(1) of 
the Treaty. With respect to the Lease Guarantee Fund, the Commission recalls its 
assessment in its decision of 19 March 2003, where it concluded that the 
guarantee fund was in line with the Commission Notice on State aid in the form 
of guarantees, that the calculation of the grant equivalent was correct and the aid 
intensity was estimated to be around 6% on average. The Commission finds no 
reason to change its conclusions as to these schemes. 

(46) The R&D Fund constitutes State aid for a significant part. Where the funding 
relates to R&D activities carried out by public non-profit-making, higher 
education or research establishments on behalf of or in collaboration with 
enterprises and this cooperation is in line with point 2.4 of the R&D framework, 
the measure does not constitute State aid. Where projects are carried out by 
enterprises, with or without the collaboration of public non-profit-making, higher 
education or research establishments, in other circumstances than covered by 
point 2.4 of the R&D Framework, the measure constitutes State aid and is 
therefore covered by Article 87(1) of the Treaty. 

3.2. Legality of the aid 

(47) The UK has fulfilled its obligation according to Article 88(3) of the Treaty by 
notifying the schemes before their implementation. The simplified procedure of 

                                                 
14  Source: European Battery Recycling Association, www.ebrarecycling.org 
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Article 4 of Commission Regulation No 794/2004 is, however, not applicable 
since the budget increases and extensions of duration cannot be assessed 
separately from the notified modifications on substance.  

3.3. Compatibility of the Capital Grant Scheme 

(48) When assessing the original scheme, the Commission considered that the 
Environmental aid guidelines do not apply to the aid granted under the Capital 
Grant Scheme. This is still the case. Therefore, the Commission has assessed the 
measure directly on the basis of Article 87(3)(c), which states that ‘aid to 
facilitate the development of certain economic activities or of certain economic 
areas, where such aid does not adversely affect trading conditions to an extent 
contrary to the common interest’ may be considered to be compatible with the 
common market. 

(49) Application of this provision requires an assessment of the measure’s contribution 
to Community objectives, the necessity and proportionality of the aid and the 
potential distortions of competition resulting from it. 

Contribution to Community objectives 

(50) The earlier decision explains that waste minimisation, recycling and reuse are a 
Community priority. The actual cost of disposing of a waste is often below the 
social cost to society, e.g. due to low landfill fees or the difficulties to avoid 
illegal disposal, and therefore there generally may not be sufficient incentive for 
the market to invest in recycling capacity. The UK has demonstrated that the aid 
helps achieving the Community objectives by giving examples of aided projects 
creating new markets and thereby creating a stable or even growing demand for 
the waste materials concerned, which has encouraged further investments in 
similar projects without a need for further support. In addition, the selection 
criteria used in the tendering include proof that the environmental impact of the 
project is sufficient to merit aid and evidence that the project will be run 
according to best environmental practices. 

(51) It also appears that the environmental benefits are real and that the aid is not 
given with the mere effect of having recycling activities in the UK which, for the 
same materials, would otherwise take place elsewhere. The UK has confirmed for 
all projects that aid is granted only if the projects use waste materials that 
otherwise would be sent to landfill. It is a condition of WRAP’s support contract 
that the waste materials being used have to be new waste and not diverted from 
other projects. 

(52) The above is valid for both the materials that were already included, but also for 
the new materials. For batteries, e.g., it is estimated that less than 2% of consumer 
portable waste batteries are collected. The purpose is to increase the recycled 
amount of each battery and the range of batteries that can be recycled today. This 
goes ahead of the objective of a 25% recovery rate, which is proposed in the draft 
Directive on Batteries of 24 November 2003 (COM (2003) 723 final) and which 
will start having effect at the earliest in 2010/2012. 

(53) In the UK, there are no recycling plants for Ni-CD or Ni-MH containing batteries 
and no plants for recycling the residual black mass and therefore, the aid is likely 
assure to a higher degree that hazardous (and other) portable batteries are 
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disposed of in accordance with the objectives of Directive 91/157/EEC of 18 
March 2002 on batteries and accumulators containing certain dangerous 
substances15. WRAP will execute trial collection schemes to evaluate and 
increase the recycling of portable batteries. Furthermore, the Commission notes 
that in line with Article 5(1) and 5(2) of Council Directive 75/442/EEC of 
15.7.1975 on waste16, it is a Community objective that Member States become 
self sufficient in dealing with hazardous waste, because its transport entails risks 
for the environment.  

(54) As regards waste plasterboard, the UK expects that the aid will not have a 
negative effect on the re-use of FGD gypsum because the demand is increasing 
steadily. The users of such gypsum rather need varied sources of supply. 

Necessity of the aid 

(55) First of all, participants in the tender procedures have to show the necessity for 
support. The successful bidder has to demonstrate before an independent panel of 
outside experts i.a. that the viability of the project is dependent on aid. The bidder 
has also to provide data on similar implemented projects. This procedure helps in 
achieving an incentive effect and in achieving that the aid is directed only towards 
immature environmental markets. 

(56) Second, the aid does not involve ‘state of the art’ processes where these processes 
are defined as processes in which the use of a waste product to manufacture an 
end product is economically profitable and therefore normal practice. The UK 
affirmed generally that aid is granted only to projects that go beyond the ‘state of 
the art’ from a European technological and common market perspective. 

(57) As regards the materials already covered by the original scheme, the arguments 
referred to in the earlier decision are still valid. The following further 
explanations on ‘going beyond the state of the art’ are added.  

(58) The alternative markets for recycled wood are still very small and relatively 
immature. In addition, there are some new markets which may require some 
support, e.g. poultry bedding. Furthermore, WRAP intends to focus more aid on 
regions where the potential for additional waste recycling is large, but where so 
far the number of projects has been limited. Finally, the UK holds that other 
Member States focus predominantly on using recovered wood for energy 
recovery instead of higher-value applications as encouraged by WRAP. 

(59) As regards organics, the focus will continue to include higher value markets, such 
as horticulture, landscaping etc. However, support will also be extended to 
increase processing food waste and potential end markets will be widened to 
include regeneration of brownfield sites and some agricultural applications. There 
are still massive quantities of organics that need to be diverted from landfill. 

(60) As regards aggregates, the use in higher value applications will continue to be a 
target. However, the future support would be directed at the more difficult wastes, 
like demolition wastes, soils and other excavation wastes, as these have lower 

                                                 
15  OJ L78 of 26.3.1991, p.38. 
16  OJ L 195 of 25.7.1975, p.39, as later amended. 
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recovery rates but still contain valuable resources. Quarry fines will be included 
in the scope of the scheme as there are currently no outlets for it. 

(61) In the glass sector alternative markets for glass are still immature and require 
further support. Investment may be required in other parts of the supply chain e.g. 
in colour sorting technology. WRAP is currently assessing the need for 
investment and the extent of the market failure. There may also be innovations in 
use of recycled glass which require support. One potential to be studied is 
powdered glass as a fluxing agent in the manufacture of bricks. This would 
reduce firing temperatures with a significant reduction in the use of energy. 
Another is the use of waste glass in water filtration applications. 

(62) As regards plastics, WRAP seeks to overcome technical barriers to plastics 
reprocessing and therefore concentrates on projects on more difficult plastics, 
such as plastics in waste electrical and electronic equipment (WEEE) and on 
lower quality packaging materials, which is then to be reprocessed into higher 
value applications. An example of such projects is investment in infrastructure to 
reprocess food grade high density polyethylene (HDPE) for food grade 
applications. This would achieve a closed loop in milk bottle recycling and would 
be the first project in the world. Another project is the development of processes 
capable of extracting brominated flame retardants from WEEE plastics.   

(63) Another example is contemplated further support for the continuation of a 
promising R&D project to develop a light weight panel made from 50% recycled 
plastic for building truck bodies. WRAP provides also aid to put the results of 
R&D projects into practice. One project concerned, e.g., R&D into manufacture 
of carpet underlay from scrap carpet tiles. The company wishes to go into 
production but it has difficulties in sourcing adequate supplies of correctly 
prepared raw materials and waste holders are reluctant to invest in a granulator 
for this development. Quality supply concerns also hinder the commercialisation 
of filtration media, using recycled plastics developed and successfully trialled. All 
these projects go beyond ‘state of the art’. 

(64) As regards the new materials, the following can be added on ‘going beyond the 
state of the art’.  

(65) As regards batteries beneficiaries shall receive aid only to exceed the future 
Community and national norms. The measure seeks to address processes enabling 
to separate the residual black mass from the used batteries for reuse thus 
minimising exports of hazardous waste. These processes go ‘beyond state of the 
art’. Without the incentive they would not develop because at the present they are 
uneconomical as such. 

(66) As regards used tyres, the measure seeks to research and encourage high value 
applications i.e. sustainable use patterns. The main “State of the Art” alternative 
to the envisaged sustainable uses is incineration of tyres for their energy value. 
The Aid is necessary as alternative uses need an incentive to develop. 

(67) As regards plasterboard, the notified measure seeks to develop new uses i.e. other 
than reproducing plasterboard of waste plasterboard or land filling where 
applicable. The companies active in these markets need an incentive to develop in 
this direction. Currently there is very little plasterboard recycling infrastructure.  
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Proportionality and avoiding undue distortion of competition 

(68) The aid can be found proportional to its objectives and undue distortion of 
competition is avoided because of the following reasons. Although, the 
Environmental aid guidelines are not directly applicable, there are important 
similarities with investment aid cases that do fall within the scope of these 
guidelines. Therefore, the Commission considers it appropriate to assess the 
eligible cost and the aid intensity by drawing a parallel to the provisions of these 
guidelines. Notwithstanding this parallel, for the kind of projects at hand the 
Commission takes into account several further aspects. 

(69) The scheme respects the aid intensities and the allowable bonuses for SMEs and 
projects in assisted areas that are foreseen in points 29 and 33-35 of the 
Environmental aid guidelines. Eligible cost is limited to the extra investments 
costs necessary to meet the environmental objectives in accordance with point 37 
of these guidelines. For some projects, this means that the whole investment is 
eligible. This is the case, e.g., when the whole investment concerns only the 
processing of a waste to make it ready for re-use in new products. An example is 
a plastic bottle recycling facility of which the end product is a granulate that can 
substitute for virgin raw material. In such a case investments further in the chain, 
e.g. to produce end-products, that merely use the recycled material, are not 
eligible for aid. In other cases the eligible cost is limited to only a small part of 
the wider investment project, or to very specific tools that are exclusively needed 
to enable the use of a recycled product instead of a virgin raw material. An 
example is certain equipment that is necessary for the recycling of waste 
aggregates or extracting the so called residual black mass for reuse from waste 
batteries. The UK authorities committed to deduct the cost of a reference 
investment whenever a reference investment exists, even though they do not see 
this situation arising. So given the specificities of the projects, the cost required 
for obtaining the environmental protection can well be identified in the total cost. 
Therefore, as was recognised in the original decision, there is no further need to 
deduct from the eligible cost a comparable investment that does not provide the 
same degree of environmental protection as otherwise is required by point 37 of 
the Environmental aid guidelines.  

(70) The UK has confirmed that no aid will be granted for projects where such aid 
would indirectly have the effect to relieve the owners of the waste from a burden 
they normally should bear under Community law. With respect to glass the EU 
Packaging Directive17 is relevant. Article 6(e) of this Directive requires that by 
2008 not less than 60% by weight for glass shall be recycled. The Directive does, 
however, not oppose to incentives to encourage recycling such as the aid at hand. 
With respect to used tyres, Directive 2000/53/EC of the European Parliament and 
of the Council of 18 September 2000 on End-of-Life Vehicles18 is relevant. This 
Directive obliges Member States to ensure that by 1 January 2006 and 1 January 
2015 85%, respectively 95% of the weight of end-of-life vehicles is recovered or 
reused. Article 5(4) of this Directive defines an important (financial) 
responsibility for the producers and professional importers of vehicles. The aid is 
compatible with these provisions. 

                                                 
17  OJ L 365 of 31.12.1994, p. 10. 
18  OJ L 269 of 21.10.2000, p.34. 
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(71) In addition, aid is given for projects where the ‘market share’ of recycled products 
is in each case extremely low. The average size of a grant is estimated at only 
£ 350 000 - £ 515 000, support will only be provided after open competitive 
tenders and only the minimum necessary to provide an incentive will be awarded 
in all cases. 

(72) Furthermore, as can be seen from the data provided by the UK, there is only 
limited trade between the UK and other Member States as regards waste wood, 
aggregates, compost and organics and plasterboard. The aid for projects 
concerning these materials must, therefore, be considered to have very limited 
effects on competitors in other Member States. 

(73) Trade in waste glass and waste plastics is more common, but for these materials 
the UK targets projects that are truly innovative and go beyond the state of the art 
from an international perspective. Moreover, the aid for glass projects is directed 
to projects reusing green container glass, which at the moment is recycled only to 
a limited extent because the proceeds of exporting it is generally too low and the 
possibilities to use it within the UK are too limited. That is why the UK tries to 
develop new markets for green container glass allowing for sustainable uses and 
benefits for the environment.  

(74) In plastics the UK Authorities estimate that some of the export markets, in 
particular those in the Far East, will be saturated in the long term. This creates a 
need for new uses of recycled plastics. 

(75) The trade in used portable batteries is mainly exports i.e. exportation of hazardous 
materials. It must be noted, however, that one of the Community objectives is 
precisely self sufficiency in hazardous waste treatment. 

(76) In conclusion, the notified Capital Grant Scheme contributes to Community 
objectives, the aid is necessary and proportional and does not create undue 
distortions of competition. It can, therefore, be found compatible with the 
common market. 

3.4. Compatibility of the Lease Guarantee Fund 

(77) In the same way as explained in point 63 above, the Environmental aid guidelines 
are not directly applicable to the Lease Guarantee Fund, but some aspects of the 
aid are assessed by drawing a parallel to the provisions of these guidelines. As 
indicated in the earlier decision, the Lease Guarantee Fund is similar to the 
Capital Grants Scheme. The most significant difference between the two 
measures is that the Grant Scheme focuses on projects, whereas the Guarantee 
Fund focuses directly on equipment. This is reflected in differences as regards the 
form of the aid and its intensity. Consequently, the conclusions concerning the 
compatibility of the Capital Grants Scheme can largely be applied to the Lease 
Guarantee Fund. The following issues need to be addressed specifically. 

Existing and New Materials 

(78) For the reasons explained above, the broadening of the scope of the measure to 
new materials does not change the assessment. The UK Authorities confirmed for 
all projects that aid is granted only if the projects use waste materials otherwise 
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being disposed of, and the owners of the waste are not relieved from a burden 
they normally should bear under Community Law.  

Eligible costs and the deduction of operating benefits 

(79) Eligible cost is limited to the extra investments costs necessary to meet the 
environmental objectives in accordance with point 37 of the Environmental Aid 
Guidelines as explained in point 63 above. From these eligible costs the UK will 
deduct the costs of investments necessary to comply with any mandatory 
compliance standards. The UK notified, however, a lower maximum aid ceiling 
of 7.5% together with the request not to deduct potential operating benefits over 
the first five years. This is motivated by administrative difficulties in defining and 
calculating eventual net benefits. 

(80) The Commission recalls that the guarantees are directed to sectors where the 
recovery of recycled materials is appreciably underdeveloped. This can generally 
be explained by the higher costs of using waste instead of primary resources. 
Already from this global view, it is clear that the supported investments will not 
generally bring substantial economic benefits over traditional processes. In many 
situations, it can be expected that the investments will generate additional 
operational costs, rather than such economic benefits. In the case of plastic bottle 
sorting equipment, e.g., the investment leads in the first place to additional 
activities with additional operating cost. Even though in other situations some 
operating benefits may arise, it can be expected that such benefits would be so 
limited that the actual aid intensity generally will not surpass the intensity of 30% 
when calculated strictly in line with the guidelines. This is confirmed by the UK, 
who will monitor the operating costs and benefits typically generated by the 
equipment for which the leases are given and who committed to continue to grant 
lease guarantees only where (or only to the extent that) this monitoring confirms 
that the guarantees do not lead to an aid intensity higher than 30% when 
deducting the net operating benefits from the eligible extra investment cost for the 
equipment concerned. In any event, the aid amounts and intensity are low, which 
reduces the risks of distorting effects on competition. Therefore, for the type of 
projects concerned, the Commission can find the proposed aid intensity in 
combination with the proposed cost calculation compatible with the common 
market. 

(81) In conclusion, the Lease Guarantee Fund can be found compatible with the 
common market. There is no need for the Commission to insist on respecting the 
condition that the equipment concerned has to remain ‘in situ’ for a period of 5 
years as this condition followed from the rules on regional aid.  

(82) As indicated in its decision of 11 November 2003, the Commission intends to 
amend the environmental aid guidelines in order to expressly provide for the 
possibility to approve State aid which has environmental benefits at the global 
level of the Member State or the Community, and not at the individual level of the 
beneficiary. The Commission has gained experience with these issues, but still 
there is a need to assess such cases on their own merits. Pending the amendment 
of the guidelines, the Commission will apply the same criteria as in the present 
decision on the Capital Grant Scheme and the Lease Guarantee Fund to any 
similar case. 
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3.5. Compatibility of the Pilot Fund 

(83) The Pilot Fund will continue as approved. Original commitments and reasons (i.a. 
the degree of private participation, avoidance of cumulation etc.) validating the 
Fund remain the same. The only notified changes are the broadening of its scope 
by adding the new materials and a potential increase of capital. These changes do 
not affect the original assessment, so therefore the Commission concludes that the 
Pilot Fund complies with the Commission Communication on State Aid and Risk 
Capital (SARC)19. It can therefore be found compatible with the common market. 

3.6. Compatibility of the R&D Fund 

(84) The aid meets the conditions of the R&D Framework. The scheme clearly states 
the objectives to be achieved, notably to help to promote investment in R&D in 
the fields of waste minimisation, recycling and reprocessing for specific materials 
where a market failure has been identified by WRAP. The scheme is designed to 
support research and development activities as defined in Annex I of the R&D 
Framework. The eligible costs will be identified in accordance with Annex II to 
the R&D Framework. The planned aid intensities are in line with the acceptable 
intensities as determined in the R&D framework. The aid intensities comply with 
points 5.2, 5.3 and 5.5 of the R&D framework. The regional bonuses are in 
accordance with point 5.10.2 of the R&D framework. Top-ups for R&D activities 
that target objectives of a specific project or programme undertaken as part of the 
Community’s current framework programme for R&D respect point 5.10.3. The 
conditions for application of a 10 point bonus for projects which are not in 
accordance with the objectives of a specific project or programme undertaken as 
part of the Community’s current framework programme for R&D comply with 
point 5.10.4 of the R&D framework. The calculation of aid intensities for R&D 
activities will include the contributions of public research organisations where they 
constitute State aid, as requested in point 5.8 of the R&D Framework. Limitations 
for the combined aid intensity including bonuses are the same ones as set out in 
point 5.10.6. The rules of cumulation of State aid are respected in accordance with 
point 5.12. 

(85) The projects will be selected by competitive tender. The awarding body, with the 
assistance of technical advisory expert, will examine the incentive effect of aid in-
line with point 6.1 of the R&D Framework. Applicants will be required to 
demonstrate the extent to which a project is technologically innovative or 
ambitious. In order to obtain aid, enterprises will also be required to demonstrate 
that the aid is essential for the project to succeed and/or that without such aid the 
project would not have gone ahead, would only have gone ahead on a 
significantly longer time scale, on a smaller scale or have been of a significantly 
lower quality. The incentive effect for every project granted will be illustrated in the 
annual report to the Commission as requested in point 6.3 of the R&D framework. 

(86) As the notified measure complies with the conditions set out in the R&D-
framework, it can be found compatible with the Common market. 

                                                 
19  OJ C 235, 21/08/2001, p. 3 
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4. DECISION 

(87) In conclusion, the notified extension and prolongation of the Waste Resources 
Action Programme, can be found compatible with the common market on the 
basis of Articles 87(3)(c) directly, and on the basis of the Community Framework 
for State Aid for Research and Development, and the Communication on State 
Aid and Risk Capital. The Commission has accordingly decided not to raise 
objections to the notified extension and prolongation. 

(88) The Commission reminds the UK Authorities that, in accordance with Article 88 
(3) of the EC Treaty, plans to refinance, alter or change this scheme have to be 
notified to the Commission pursuant to provisions of Commission Regulation 
(EC) No 794/2004 implementing Council Regulation (EC) No 659/1999 laying 
down detailed rules for the application of Article 93 [now 88] of the EC Treaty.  

If this letter contains confidential information, which should not be disclosed to 
third parties, please inform the Commission within 15 working days of the date of 
receipt. If the Commission does not receive a reasoned request by that deadline, 
you will be deemed to agree to the disclosure to third parties and to the 
publication of the full text of the letter in the authentic language on the Internet 
site: http://europa.eu.int/comm/secretariat_general/sgb/state_aids/.  
Your request should be sent by registered letter or fax to: 

European Commission 
Directorate-General for Competition 
State Aid Registry, SPA 3 6/5 
B-1049 Brussels 
Fax No: + 32-2-296 12 42 

 
 

Yours faithfully, 
 
For the Commission 
 
 
 
Neelie KROES 
Member of the Commission  


