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Subject: State aid - Ireland 
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Carbery Food Ingredients Ltd (Aid for investment in processing and 

marketing of agricultural products) 

 

Sir, 

 

The European Commission (‘the Commission’) wishes to inform Ireland that, having 

examined the information supplied by your authorities on the State aid measure referred 

to above, it has decided not to raise any objections to the relevant measure, as it is 

compatible with the internal market pursuant to Article 107(3)(c) of the Treaty on the 

Functioning of the European Union (‘TFEU’). 

 

The Commission has based its decision on the following considerations:  

1. PROCEDURE 

(1) By letter of 4
th

 December 2018, registered by the Commission as received on the 

same day, in accordance with Article 108(3) TFEU, Ireland notified the above 

mentioned aid measure. The Irish authorities introduced additional clarification to 

their notification by letter of 13
th

 December 2018, registered by the Commission 

as received the following day. 

2. DESCRIPTION 

2.1. Title 

(2) Carbery Food Ingredients Ltd (Aid for investment in processing and marketing of 

agricultural products) 
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2.2. Objective 

(3) With the present notification, the Irish authorities wish to grant ad hoc aid to the 

company Carbery Food Ingredients Limited (Carbery) for an investment project 

covering the processing and marketing of agricultural products (milk) in order to 

ensure the sustainable management of natural resources; achieve a balanced 

territorial development of rural economies and communities including the 

creation and maintenance of employment and support operators in the livestock 

sector guaranteeing them stability and income. 

(4) The investment is in line with the rural development objectives, especially the 

following: fostering the competitiveness of agriculture; ensuring the undertaking 

in question guarantees a market outlet for around 1260 farmer suppliers and 

directly employs 250 people which turns it crucial for the West Cork region in 

Ireland. 

2.3. Legal basis 

(5) The legal basis is as follows: 

a) Industrial Development (Enterprise Ireland) act from 1998, Section 7 (1) (i); 

b) Industrial Development Act from 1986, Section 11 and Section 21. 

c) Permission allowing for the project to be executed, issued by the Cork County 

Council on 16
th

 of October 2018. 

2.4. Duration 

(6) It is an ad hoc aid measure in the form of a direct grant which will be paid in 

instalments over a 3 year period from the date of adoption of the Commission 

decision. The granting of the aid is conditional upon that decision.  

2.5. Budget 

(7) The overall budget of the aid measure is EUR 5 752 500, financed exclusively 

from the national budget. 

2.6. Beneficiary 

(8) The sole beneficiary of the aid will be Carbery Food Ingredients Limited, a 

company from the West Cork region. It has been active in the dairy sector for 53 

years, specialising in the production of cheese and other milk products. The 

company is a large enterprise according to the definition in Annex I to 

Commission Regulation (EU) No 702/20141, as it directly employs 250 persons 

and has an annual turnover exceeding EUR 50 million. 

                                                 
1
 Commission Regulation (EU) No 702/2014 of 25 June 2014 declaring certain categories of aid in the 

agricultural and forestry sectors and in rural areas compatible with the internal market in application of 

Articles 107 and 108 of the Treaty on the Functioning of the European Union (OJ L 193, 1.7.2014, p. 1).  
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(9) The Irish authorities confirm that the beneficiary is not considered an undertaking 

in difficulty (which condition will be checked again before the moment of 

granting the aid) within the meaning of point (35)15 of the European Union 

Guidelines for State aid in the agricultural and forestry sectors and in rural areas 

2014 to 20202 (hereinafter ‘the Guidelines’) and is not required to repay any aid 

declared incompatible with the internal market. 

2.7. Description of the aid measure 

(10) The aid will be used to fund an investment project. The objective of the project is 

to install a new facility that will allow for the production of Mozzarella.  This will 

enable a diversification from an overreliance on Cheddar cheese and specific 

markets. This diversification project builds on the modernisation strategy of the 

company and its market research that show that products diversification would 

create new growth opportunities for the company. 

(11) The market research has confirmed the potential of the global market which 

represents a new growth opportunity for the company. The Irish authorities 

consider that the diversification investment will make it possible to help ensure 

continued sustainable returns to Carbery’s 1260 farmer suppliers, to provide 

continued employment security to over 500 jobs and indirect employees and to 

maintain the economic benefits to ancillary inputs and service suppliers in the 

local rural economy.  The imperative is to ensure the long-term sustainability and 

growth of a rural community. 

(12) According to the Irish authorities, a further purpose is to mitigate the potential 

negative effect of the exposure of Carbery on a limited market - the UK Cheddar 

cheese market. The product, which is currently sold ostensibly into the UK 

market, will need to be adapted to consumer demands outside the UK. The 

production process will have to be restructured accordingly, which necessitates a 

large capital investment in world class technology.  

(13) The Irish authorities explained that the installation of a new cheese production 

plant cannot simply be a case of transferring or adapting technology from certain 

facilities. There is need for a new production unit, equipped with the latest 

technology, so as to give priority to a product with higher added value, namely 

Mozarella, which can meet the demands of a wider spectrum of consumers on the 

global market and increase the company’s potential for profitability. The 

production of Mozzarella in the new facility will correspond to the specific 

demands (quality, packaging etc.) of the growing global Mozzarella market for 

which the production is dedicated. The investment represents a significant 

development and diversification opportunity for the undertaking and the whole 

dairy sector in the West Cork region. 

(14) The measure is not part of the Irish Rural Development Programme 2014 – 2020 

(RDPI) as the Irish authorities wish to implement it purely by means of national 

funds. However, the RDPI contains a similar measure (sub-measure 4.2) covering 

investments for the processing and marketing of agricultural products. The RDP 

                                                 
2
 OJ C 204 of 1.7.2014, p. 1. Amended by the Notices published in OJ C 390, 24.11.2015, p. 4; OJ C 139, 

20.4.2018, p. 3 and OJ C 403, 9.11.2018, p. 10 [and by the Corrigendum published in OJ C 265, 

21.7.2016, p. 5] 
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measure has an investment cap of EUR 3 million. The Irish authorities explained 

that the notified aid measure is consistent with that sub-measure in the RDPI in 

that it has the same objectives to ensure viable food production and to promote 

the efficient and sustainable use of resources in order to achieve intelligent and 

sustainable growth.  

(15) The Irish authorities explained that the reason for financing the notified aid 

measure purely by means of national funds is that the investment for which it is 

intended involves  a nominal amount of eligible expenditure of EUR 65 000 000, 

which exceeds the EUR 3 million cap, and is different from the types of 

investments eligible under the RDPI. 

(16) The aid will be used to fund investments in tangible and intangible assets 

associated with the processing and marketing of agricultural products (cow milk) 

within the meaning of points (35)11 and (35)12 of the Guidelines. Only the 

following expenditure will be eligible: 

a) construction, acquisition or improvement of immovable property; 

b) purchase of machinery and equipment up to the market value of the assets; 

c) general costs linked to expenditure referred to in the two previous points, such 

as architect, engineer and consultation fees, fees relating to advice on 

environmental and economic sustainability, including feasibility studies; 

d) acquisition or development of computer software and the acquisition of 

patents, licences, know-how and non-patented technical expertise concerning new 

product technologies and production processes. 

The investment project and its financing 

(17) The total eligible investment costs amount to EUR 65 000 000 and will be 

financed largely via bank loans taken by the company and partially through public 

funding. The table below sets out the capital eligible costs associated with the 

project. The costs relate to the capital structure to house the processing 

equipment, the processing equipment and the costs associated with the installation 

of the equipment. 

 



 

5 

(18) The company has negotiated bank loans for the total amount of EUR 59 247 500 

at a 5% interest rate. The remaining costs will be financed by the State. According 

to the calculations of the Irish authorities, State funding amounting to EUR 5 750 

000 (i.e. 8.85% of the total investment costs) is needed to make the project viable 

(cf. recital (24)).      

(19) All costs associated with the project are verified by the competent Irish 

authorities. The final approval of the project is subject to a prior assessment by 

the Enterprise Ireland Committee. 

(20) Value added tax (VAT) will not be eligible for aid. 

(21) The Irish authorities confirmed that the aid will be granted in respect of the 

restrictions and limitations established by the common organisation of the market 

under the Common Agricultural Policy (CAP). 

(22) A detailed Environmental Impact Assessment has been carried out in order to 

ensure there will be no negative effects on the environment during or after the 

construction works. The new plant and its facilities will be efficient in terms of 

energy-saving and will enable a reduction in CO2 emissions and better use of 

water. In addition, the company has a plan in place for dust, waste, water, traffic 

and noise management and has set out the necessary measures to ensure 

protection of the environment during the construction phase.   

(23) The Irish authorities has informed the Commission that in order to comply with 

the transparency requirement the publication of the aid measure will be done 

through the following web page: 

https://webgate.ec.europa.eu/competition/transparency/public/search. 

Form, intensity and level of aid 

(24) The aid will be paid in the form of a direct grant of the nominal amount of EUR 5 

752 500 which corresponds to an aid intensity of 8.85% of the total eligible costs.  

The aid will be paid in instalments between 2019 and 2021. The Irish authorities 

confirm that calculations were made on the basis of a net extra cost approach to 

ensure that the aid amount is limited to the minimum. The eligible expenditure of 

the investment will be discounted based on its value at the moment of granting the 

aid, using the discount rate applicable on the date of granting the aid.As regards 

the internal rate of return (IRR), Carbery has calculated the long-term IRR target 

or hurdle rate for similar investments to 11%-17.5%. For a 10 year expenditure, 

the IRR would be 6.76% (with 8.85% grant support on a gross ex-VAT EUR 

65mio spend), which is considered to be the absolute minimum for the project to 

happen. Without support, the more conservative European centric market model 

(used by the Irish authorities in their calculations) shows as low as 1.32% (IRR) 

which would not make the project viable at all. The application of an IRR rate of 

6.76% to the total investment costs of EUR 65 million aims at ensuring that the 

aid is as close to the sectoral and company IRR rates as possible, while respecting 

the applicable State aid intensities. 

Appropriateness of the aid measure 

(25) The major part of the investment costs will be financed by shareholders’ bank 

loans. However, there is a funding gap which risks making the investment project 

https://webgate.ec.europa.eu/competition/transparency/public/search
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non-viable. According to the assessment of the Irish authorities, the investment 

will not be feasible without State funding in the form of a direct grant to fill that 

gap. The Irish authorities consider a direct grant to be the most appropriate form 

of aid, because it mitigates risks in the sense that Carbery will not have to rely 

solely on bank loans. A direct grant also facilitates the purchase of the equipment 

necessary to successfully implement the diversification strategy.  

Proportionality 

(26) The Irish authorities have confirmed that the aid amount corresponds to the net 

extra costs and is limited to the minimum needed for to the investment to take 

place and to be sufficiently profitable (cf. recital (24)). The maximum aid 

intensity is 8.85% of the total eligible costs. The aid amount will be recalculated 

by the granting authority at the moment when the aid is granted, based on 

contemporary evidence as regards the eligible costs as they are before any 

deduction of tax or other charge. However, the aid amount can under no 

circumstances exceed the maximum aid intensity of 8.85 %. The discounting of 

the instalment payments will be done in compliance with the Communication 

from the Commission on the revision of the method for setting the reference and 

discount rates. 

Incentive and cumulative effect 

(27) The Irish authorities confirmed that Carbery has already submitted an aid 

application accompanied by a counterfactual scenario, including documentary 

evidence and calculations to describe the situation without the aid. The granting 

authority has carried out a credibility check of the counterfactual scenario and 

confirmed that the aid has incentive effect. The work on the investment project 

has not yet started. 

(28) The notification submitted by the Irish authorities include a counterfactual 

analysis describing the situation without the aid, based on documentary evidence 

and calculations3. The counterfactual analysis relates to the decision-making 

criteria of the beneficiary regarding the proposed project, including a detailed 

plan for the projected investments and works containing the investment costs and 

financial forecasts.  

(29) The counterfactual scenario relates to the economic impact on the company of 

suffering a downturn in business, due to changes within the EU economic 

landscape and lack of resources to deal with economic challenges, versus the 

objective of ensuring the company’s survival and continued development in the 

West Cork region through a strategic repositioning to supply to the global market. 

It shows that Carbery’s ability to target the global markets is directly linked to the 

availability of State support as this will allow Carbery to acquire and utilise the 

necessary technologies to deliver growth in these markets. In the absence of State 

support, Carbery would need to reduce risk and focus its market growth within 

the EU, where it would obtain less return compared to the higher value global 

market. The standard IRR methodology used for the counterfactual scenario looks 

                                                 
3
  Detailed evaluation of the various scenarios are provided for in the documents "Justification of the 

need for State Aid and the positive effects of the investment project" and "Evaluation of the risk of 

market based economic shock on the West Cork region". 
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at the ‘after tax’ net cash flows generated by the project (also excludes debt 

service costs), analysed over 10 years and based on the assumption of an initial 

EUR 65 million outlay in year 1, with State support of 8.85% and without State 

support. The results show that the financial performance of the project would 

improve significantly with State support, with the sectoral IRR improving from 

1.32% (no aid) to 6.76% (with 8.85% aid intensity). Any incremental returns to 

farmer shareholders from the project without state support could be after 12 years 

whereas, with state support, farmer shareholders would experience an increase 

within 4 years. Without the State aid, the IRR would be less that the cost of 

capital of the company as a whole, because of the costs of finding financial 

resources at the market. 

(30) The Irish authorities have confirmed that the aid will not be cumulated with other 

sources of State aid or with de minimis aid. 

Need for State intervention 

(31) According to the Irish authorities, Carbery is an innovative and progressive 

company that is looking to develop and grow through product development and 

new product knowledge. The company model is a co-operative based model and 

it is fully integrated with the local community.  Therefore, the effects of the 

investment will provide for the continued development of the company and the 

rural community. Given Carbery’s location in West Cork, where there is very 

little scope for alternative employment, the investment project would contribute 

to the long-term growth and development of the rural community.   

(32) The global market presents Carbery with an opportunity to diversify through 

innovation and new product offerings. The company has a proven track record for 

producing a high-quality product for the European market and the intention is to 

build on this to provide high quality innovative new products for new markets.  

However, the project is facing the difficulty of finding the totality of the needed 

financial resources on the market at a cost and duration compatible with the 

undertaking’s economic equilibrium and balance-sheet. 

(33) In the counterfactual situation, i.e. where there is no aid or less aid than the 

foreseen, which is considered the absolute and necessary minimum, the 

investment would be impossible as it would involve unsustainable financial costs, 

given the lack of funds available to the undertaking and the significant amount of 

funding required. That would impact negatively on the strategic direction of the 

company, with job losses as a result. It would also have a negative impact on 

farmers and on the overall supply chain in the region
4
.  

Avoidance of undue negative effects on competition and trade 

(34) Carbery Food Ingredients Limited operates in the dairy sector. It specialises in 

value added cheese production. The main companies involved in the production 

of Cheddar cheese in Ireland are: 

 Glanbia Ingredients Ireland Limited;   
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 Dairygold Food Ingredients Limited and     

 Carbery Foods Limited. 

(35) The Irish authorities has provided figures showing the reliance on the UK market, 

when considered as a percentage of Cheddar production in each company is set 

out in the table below:    

Glanbia Dairygold Ingredients Carbery  

13% 20% 36% 

 

(36) As seen from the figures above, Carbery, with 36% of production being exported 

to the UK market, represents the company with the most reliance on the UK 

market.  If WTO tariffs were to be imposed, it would represent an extra cost of 

EUR 39 million per annum to the company.  The company’s profit margins would 

not be able to sustain this level of increase in costs. 

(37) The strategic objective is to mitigate the current market exposure of Carbery and 

to reduce the company’s over reliance on specific markets.  This will provide for 

the sustainability and long-term viability of the company and the region.  Carbery 

is, in relative terms, a small company operating in a rural area with a pressing 

need to convert an opportunity in a new market. 

(38) The extra production capacity created by the investment project is directly 

connected with the diversification and the flexibility required to expand the 

products range. The new Carbery facility would be producing a maximum of 

27,000 tonnes of Mozzarella per year by 2022, representing 5,4 % of the total 

production of Mozarella in the EU.  

(39) The Irish authorities have explained that the potential distortions of competition 

and trade would be minimal or non-existent because the investment is based on 

the following factors: 

 the amount of aid is limited in terms of eligible investments, with an aid 

intensity of less than 9 %; 

 the new products are customised and aimed for the global market.  

 the extent of the project is limited due to the size of the dairy sector, and 

the project is confined to the cow milk sector; 

 implementing the project will not create excessive production capacity or 

a substantial increase in market power for the company since it will 

basically replace the production of one product with another. 
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3. ASSESSMENT 

3.1. Existence of aid - Application of Article 107(1) TFEU 

(40) According to Article 107(1) TFEU, "[s]ave as otherwise provided in the Treaties, 

any aid granted by a Member State or through State resources in any form 

whatsoever which distorts or threatens to distort competition by favouring certain 

undertakings or the production of certain goods shall, in so far as it affects trade 

between Member States, be incompatible with the internal market". 

(41) The qualification of a measure as aid within the meaning of this provision 

therefore requires the following cumulative conditions to be met: (i) the measure 

must be imputable to the State and financed through State resources; (ii) it must 

confer an advantage on its recipient; (iii) that advantage must be selective; and 

(iv) the measure must distort or threaten to distort competition and affect trade 

between Member States. 

(42) The measure in question is imputable to the State and financed through State 

resources (recitals (7) and (17)). The notified measure is selective because it is an 

individual aid, granted on an ad hoc basis to a single company. Other 

undertakings in a comparable legal and factual situation, in the light of the 

objective pursued by the measure, within the milk processing sector or other 

sectors, are not eligible for aid and thus will not receive the same advantage. The 

notified measure is a direct grant and gives an economic advantage to the 

beneficiary, by strengthening its competitive position on the market. According to 

the case law of the Court of Justice, the mere fact that the competitive position of 

an undertaking is strengthened compared to other competing undertakings, by 

giving it an economic benefit which it would not otherwise have received in the 

normal course of its business, points to a possible distortion of competition.5 

(43) Pursuant to the case law of the Court of Justice, State aid to an undertaking 

appears to affect trade between Member States where that undertaking operates in 

a market open to intra-EU trade
6
.
 
The aid beneficiary is active in the processed 

milk market, where intra-EU trade takes place. Carbery is the single largest 

producer of Cheddar type cheese in Ireland. The new Carbery facility will be 

producing maximum 27,000 tonnes of Mozzarella per year by 2022 comparing to 

the total of 9.6 million tonnes of cheese produced by the EU-28 in 2016. The total 

Mozzarella EU 28 exports outside of the EU during 2017 amounts to 167 075 

tones. The sector concerned is open to competition at EU level and therefore 

sensitive to any measure in favour of production in one or more Member States. 

Therefore, the present measure is liable to distort competition and to affect trade 

between Member States. 

(44) In light of the above, the Commission concludes that the conditions of Article 

107(1) TFEU are fulfilled. It can therefore be concluded that the proposed 

measure constitutes State aid within the meaning of that Article. The aid may only 

                                                 
5
  Judgment of the Court of 17 September 1980 in Case 730/79 Philip Morris Holland BV v Commission 

of the European Communities, ECLI:EU:C:1980:209. 

6
 See in particular the judgment of the Court of 13 July 1988 in Case 102/87, French Republic v 

Commission of the European Communities, ECLI:EU:C:1988:391.  
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be considered compatible with the internal market if it can benefit from one of the 

derogations provided for in the TFEU. 

3.2. Lawfulness of the aid – Application of Article 108(3) TFEU 

(45) The aid measure was notified to the Commission on 4
th

 December 2018. It has not 

been implemented yet. Therefore, Ireland has complied with its obligation under 

Article 108(3) TFEU. 

3.3. Compatibility of the aid 

3.3.1. Application of Article 107(3)(c) TFEU 

(46) Under Article 107(3)(c), an aid is deemed compatible with the internal market if it 

is found 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. 

(47) For this derogation to be applicable, the aid must comply with the relevant Union 

State aid rules. 

3.3.2. Application of the Guidelines 

(48) The Commission notes that pursuant to point 19 of the Guidelines, they apply to 

State aid taking the form or scheme or individual aid. In the present decision, the 

Commission assesses the compatibility of an individual aid under these 

Guidelines. In the case of the aid measure notified, the following parts of the 

Guidelines are applicable: Part I, Chapter 3; Part II, Chapter 1, Section 1.1.1.4 

“Aid for investments in connection with the processing of agricultural products 

and the marketing of agricultural products” and Part III. 

3.3.2.1. Specific assessment according to the category of aid 

(49) According to point (165) of the Guidelines, the Commission will consider aid for 

investments in connection with the processing of agricultural products and the 

marketing of agricultural products compatible with the internal market under 

Article 107(3)(c) TFEU if it complies with the common assessment principles of 

the Guidelines, the general condition for investment aid set out in point (134) of 

the Guidelines, and with the specific conditions laid down in section 1.1.1.4. 

(50) As stated in recital (21), the Irish authorities have committed not to grant aid in 

breach of the common market organisation under the CAP. The condition set out 

in point (134) of the Guidelines is therefore met. 

(51) Point (166) of the Guidelines does not apply, as the aid measure is not funding 

investments in food-based biofuels. 

(52) The aid is intended for investments in tangible assets and intangible assets in 

connection with the processing of agricultural products and the marketing of 

agricultural products as referred in point (35)11 and point (35)12 of the 

Guidelines (see recital (16)). It therefore falls within the scope point (167) of the 

Guidelines. 
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(53) As concluded in recital (58), the notified investment aid meets the conditions of 

section 1.1.1.4 of the Guidelines. The condition set out in point (168)(c) of the 

Guidelines is thus also fulfilled. 

(54) The eligible costs, as described in recitals (16) and (17), correspond to the costs 

which are eligible for investment aid in accordance with point (169) (a), (b), (c) 

and (d) of the Guidelines. 

(55) The costs to be financed under by the notified investment aid do not include any 

cost for which such aid may not be granted pursuant to point (170) of the 

Guidelines. 

(56) Pursuant to point (171)(d) of the Guidelines, the maximum aid intensity for the 

notified aid measure must not exceed 40 % of the amount of the eligible 

investment costs. The maximum aid intensity of that measure is 8.85 % of the 

total eligible costs (see recital (24) and thus meets the condition set out in point 

(171)(d) of the Guidelines.  

(57) Point (172) of the Guidelines is not applicable to the aid measure in question. 

(58) Given the above, the Commission notes that the compatibility criteria for aid for 

investments in connection with the processing and the marketing of agricultural 

products are met. 

3.3.2.2. Common assessment principles 

Contribution to a well-defined objective consistent with the Irish RDP  

(59) As described in recitals (3), (4) and (14), the notified aid measure contributes to 

the common objective of ensuring viable food production and promoting 

intelligent and sustainable growth, in line with the provisions of points (43) and 

(44) of the Guidelines. The measure is not part of the RDPI (recitals (14) and 

(15)). However, even though the measure is not contained as such in the RDPI, it 

indeed contributes to the relevant objectives of the rural development policy. The 

Rural Development Regulation (EU) No 1305/2013 explicitly contains a 

provision on investments in physical assets (Article 17 thereof) whereby the co-

legislators made it clear that the rural development objectives may, amongst other 

things, be attained by such kind of measures. Therefore the provisions of point 

(47) of the Guidelines are complied with. 

(60)  As explained at recital (22), the investment project will not have any negative 

environmental impact. The Commission thus concludes that point (52) of the 

Guidelines is satisfied. 

Need for State intervention 

(61) The project submitted by the Irish authorities together with the notification shows 

a funding deficit arising from the fact that the investment costs exceed the 

available funding at reasonable interest rate. Therefore the company needs State 

support to make the project viable. 

(62) As provided for in point (55) of the Guidelines, the Commission considers that 

the market is not delivering the expected objectives without State intervention 
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concerning the aid measures fulfilling the specific conditions laid down in Part II 

of the Guidelines. The notified aid scheme fulfils the specific conditions laid 

down in Part II, Section 1.1.1.4 of the Guidelines, as described in recitals (49) to 

(58) above. On this basis, it can be concluded that there is a need for state 

intervention and the provisions of point (55) of the Guidelines are thus complied 

with. 

(63) The Irish authorities have demonstrated (see recitals (14) and (15)) that the aid 

measure notified would not be eligible for aid under RDPI due to the lower level 

of eligible expenditures in that programme. The Commission therefore concludes 

that point (58) of the Guidelines is complied with. 

Appropriateness of the aid measure 

(64) As provided for in point (57) of the Guidelines, the Commission considers that 

aid granted in the agricultural sector, which fulfils the specific conditions laid 

down in the relevant Sections of Part II of the Guidelines, is an appropriate policy 

instrument. As the aid scheme fulfils the specific conditions laid down in Part II, 

Chapter 1.1.1.4 of the Guidelines, as described in recitals (49) to (58) above, point 

(57) of the Guidelines is complied with. 

(65) The investment aid is paid in the form of a direct subsidy. The Irish authorities 

have explained why a direct grant is the most appropriate form of aid to 

encourage the investment compared to loans and guarantees, in view of the 

objective of the investment project, the limited timespan and the loans already 

negotiated by the company (see recital (25)). The provisions of point (62) of the 

Guidelines are therefore respected.   

(66) The Commission therefore concludes that the investment aid in question is an 

appropriate instrument for achieving the intended objective.  

Incentive effect 

(67) Point (70) of the Guidelines states that the Commission considers that aid does 

not present an incentive for the beneficiary wherever work on the relevant project 

or activity has already started prior to the aid application by the beneficiary to the 

national authorities. As indicated in recital (27), Carbery has already submitted an 

aid application containing all the required information in accordance with point 

(71) of the Guidelines. The Irish authorities have also confirmed that work on the 

project has not yet started. Therefore, the incentive effect requirements under 

points (70) and (71) of the Guidelines are complied with.  

(68) In addition to the submission of an aid application, large enterprises must in 

accordance with point (72) of the Guidelines also submit a counterfactual 

scenario describing what the situation would be without the aid. The granting 

authorities must carry out a credibility check of that counterfactual scenario, in 

accordance with point (73) of the Guidelines. Those requirements were fulfilled, 

as shown in recitals (27), (28), (30) and (33), and the provisions of points (72) to 

(73) of the Guidelines are therefore complied with.     

(69) The notification concerns an individually notifiable investment aid. Ireland is 

therefore required to provide clear evidence that the aid effectively has an impact 

on the investment choice, in accordance with the conditions set out in points (76) 



 

13 

to (78) of the Guidelines. The Commission take note of the fact that the Irish 

authorities have provided a counterfactual scenario supported by official 

documents and detailed studies, including financial forecasts, taking into 

consideration the situation of Carbery and the entire West Cork region with and 

without the project taking place.   The counterfactual scenario shows that the IRR 

of the investment would be less than the cost of capital of the undertaking as a 

whole and that there is a funding deficit (recitals (29) and (32)). The Commission 

considers that the Irish authorities have correctly evaluated the level of 

profitability of the investment and established that the aid has an impact on the 

investment choice. The Commission therefore concludes that points (76) to (78) 

of the Guidelines are complied with.  

Proportionality of the aid amount 

(70) As provided for in points (82) and (84) of the Guidelines, the Commission 

considers aid to be proportionate if the aid amount does not exceed the eligible 

costs, as correctly calculated, and respects the maximum aid ceilings or maximum 

aid amounts set out in Part II of the Guidelines. As shown in recitals (49) to (58), 

the notified measure fulfils the specific conditions regarding eligible costs and 

maximum aid amounts laid down in Part II, Chapter 1.1.1.4 of the Guidelines. 

Points (82) and (84) of the Guidelines are thus complied with.  

(71) The Irish authorities have confirmed that VAT will not be eligible for aid (see 

recital (20)). Point (86) of the Guidelines is thus complied with.  

(72) According to point (95) of the Guidelines, Member States must ensure that the 

amount of an individually notifiable investment aid is limited to a minimum on 

the basis of a ‘net-extra cost approach’, i.e. the aid amount must correspond to the 

net extra costs of implementing the investment in the area concerned, compared 

to the counterfactual scenario in the absence of aid. The Commission should 

verify that this is the case, in accordance with points (96) and (98) of the 

Guidelines. In the present case, calculations show that the aid amount will not 

lead to an increase of the IRR beyond Carbery’s normal rates of return in 

investment projects of a similar kind. Taking into account recitals (24) to (29), the 

Commission considers that points (95), (96) and (98) of the Guidelines are 

respected. 

Cumulation of aid 

(73) The Irish authorities have confirmed that the intended aid will not be cumulated 

with any other source of aid or with any de minimis aid (see recital (30)). Point 

(100) of the Guidelines is thus complied with. 

Avoidance of undue negative effects on competition and trade 

(74) As provided for in point (113) of the Guidelines, the Commission considers that 

where an aid fulfils the conditions and does not exceed the maximum aid 

intensities laid down in the applicable Sections of Part II of the Guidelines, the 

negative effect on competition and trade is limited to the minimum. The notified 

measure fulfils the conditions laid down in Part II, in Section 1.1.1.4 of the 

Guidelines, as described in recitals (49) to (58), and therefore point (113) of the 

Guidelines is complied with.  
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(75) However, as the aid consists of processing aid granted to an undertaking active in 

the processing and marketing of agricultural products, it also has to comply with 

the conditions laid down in Points (115) to (127) of the Guidelines, which require 

that the Member State concerned demonstrates that any negative effects on 

competition and trade will be limited to a minimum. To that end, Ireland has 

provided evidence permitting the Commission to identify the product markets 

concerned, the market shares of the beneficiary, as well as the market shares of its 

competitors, as required under point (118) of the Guidelines (see recitals (34) to 

(39)). The Commission has assessed that information in line with the provisions 

set out in points (117) to (127) of the Guidelines and come to the conclusion that 

the negative effects on competition and trade will be kept to the minimum.  

Transparency of the aid 

(76) The transparency requirement is complied with as shown in recital (23). 

Other commitments 

(77) The Commission also notes that the Irish authorities have confirmed (see 

recital (9)) that the beneficiary is not an undertaking in difficulty and has not 

previously received unlawful aid declared incompatible by a Commission 

decision (either for individual aid or an aid scheme) and to be repaid. 

(78) Given all of these considerations, the aid measure notified meets all the relevant 

conditions of the Guidelines and is eligible for the derogation laid down in 

Article 107(3)(c) TFEU on measures for the development of the agricultural 

sector. 

4. CONCLUSION 

The Commission has accordingly decided not to raise objections to the notified aid 

measure on the grounds that it is compatible with the internal market pursuant to Article 

107(3)(c) TFEU. 

If any parts of this letter are covered by professional secrecy according to the 

Commission communication on professional secrecy, and should not be published, please 

inform the Commission within 15 working days of receipt of this letter. If the 

Commission does not receive a reasoned request by that deadline, Ireland will be deemed 

to agree to publication of the full text of the decision. If Ireland wishes certain 

information to be covered by the obligation of professional secrecy, please indicate the 

parts and provide a justification in respect of each part for which non-disclosure is 

requested. 
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Your request should be sent electronically via the secured e-mail system Public Key 

Infrastructure (PKI) in accordance with Article 3(3) of Commission Regulation (EC) No 

794/20047, to the following address: agri-state-aids-notifications@ec.europa.eu. 

For the Commission 

 

 

Phil HOGAN 

Member of the Commission 

 

                                                 
7
 Commission Regulation (EC) No 794/2004 of 21 April 2004 implementing Council Regulation (EU) 

2015/1589 laying down detailed rules for the application of Article 108 of the Treaty on the 

Functioning of the European Union (OJ L 140, 30.4.2004, p. 1). 
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