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Sir, 
 

1. SUMMARY 

(1) I am pleased to be able to inform you that the European Commission has 
decided to give State aid approval to Valencia's support scheme for 
audiovisual production by SME's ("Ayudas a pequeñas y medianas empresas 
(pymes) para la producción audiovisual de contenido artístico y cultural en la 
Comunitat Valenciana") until 31 December 2013. This approval is subject to 
the following commitments made by the Spanish authorities: 

• In case the incentives given to film productions for using the Ciudad de la 
Luz studios in Alicante are considered by the European Commission to be 
State aid, any such incentives would be included when considering the 
overall aid intensity limit of 50% of the contribution of the Valencian 
coproducer to the production budget1. 

                                                           
1 On 13 February 2008, the Commission decided to launch an in-depth State aid investigation C8/08 

into the funding and incentives related to the Ciudad de la Luz film complex. The Commission 



• The Spanish authorities will implement any changes that may be required 
after the expiry of the current State aid criteria in the Commission’s 
Cinema Communication2. 

2. PROCEDURE 

(2) The Spanish authorities notified the European Commission of the proposed 
scheme on 23 June 20083. The Commission requested additional information 
concerning the scheme on 21 August 20084, which was provided by the 
Spanish authorities on 20 October 20085 and on 24 November 20086. 

3. DESCRIPTION 

(3) The proposed automatic aid scheme aims to encourage the creation by SME's 
of audiovisual works in the Valencia Region with clearly artistic and cultural 
content. The works must also serve to promote the Valencian language and 
culture. 

(4) The legal bases for the scheme are 

• The national Grant Law 38/2003 dated 17 November 2003 (La Ley 
38/2003, de 17 de noviembre, General de Subvenciones - BOE 18-11-
2003). 

• Law 1/2006 of the Valencia Regional Government dated 19 April 2006, 
concerning the audiovisual sector, (La Ley 1/2006, de 19 de abril de 2006, 
de la Generalitat, del Sector Audiovisual7) 

• Draft resolution of the President of the Valencia Film Institute concerning 
the public competition to award aid to SME's for audiovisual production 
with artistic and cultural content. 

(5) According to the Law 1/2006, the overall objective of the scheme is to support 
the development of the Valencian language and culture in the audiovisual 

                                                                                                                                                                      
noted that the incentives paid to film productions for filming at Ciudad de la Luz appeared to be 
State aid. Consequently, the Commission interprets this commitment as meaning that the Spanish 
authorities will now ensure that incentives given to film productions for using the Ciudad de la 
Luz studios will be included when considering the 50% overall aid intensity limit. In case the 
Commission's final decision on the case finds that any such incentives should not be regarded as 
State aid, they would no longer need to be taken into consideration for the 50% overall aid 
intensity limit. 

2  Communication from the Commission to the Council, the European Parliament, the Economic and 
Social Committee and the Committee of the Regions on certain legal aspects relating to 
cinematographic and other audiovisual works (COM(2001)534 final of 26/9/01,OJ C 43 pp6-17 
of 16/2/02); prolonged in 2004 (OJ C 123 pp1-7 of 30/4/04) and 2007 (OJ C 134 p5, 16/6/07). 

3 A/12168 
4 D/53276 
5 A/21704 
6 A/25087 
7 https://www.docv.gva.es/portal/portal/2006/04/21/pdf/doc/2006_4604.pdf  

https://www.docv.gva.es/portal/portal/2006/04/21/pdf/doc/2006_4604.pdf
https://www.docv.gva.es/portal/portal/2006/04/21/pdf/doc/2006_4604.pdf


sphere. Article 10.6 of the law states that Valencian audiovisual works are 
those whose original versions are preferably in Valencian language. 

(6) The budget of the scheme is approximately EUR1.5 million in 2008 and the 
overall budget of the scheme over the six-year period 2008-2013 is EUR12 
million. 

(7) The aid takes the form of direct grants which are awarded following a 
published competition for grants for audiovisual production with artistic and 
cultural content in the Valencia Region. An evaluation committee from the 
Valencia Film Institute examines all submissions. It comprises a president, 
vice-president, four members and a secretary. 

(8) The evaluation committee checks that each project proposal satisfies the 
cultural content requirements set out in paragraph (10), and that it complies 
with the requirements of the competition notice. Any project proposal which 
either does not possess the required cultural content or has not been submitted 
by an SME is excluded from the competition. The evaluation committee then 
gives a score for each project proposal according to the scoring system in 
paragraph 0. 

(9) Within the maximum overall amount available for the given competition, the 
aid amounts are then decided by the evaluation committee on the basis of its 
assessment of the remaining project proposals. According to the Spanish 
authorities, the average aid amount per beneficiary will be between €30,000 
and €136,000. So the number of beneficiaries between 2008 and 2013 is 
expected to be between 66 and 300. 

(10) To be eligible for aid under the scheme, audiovisual works must fulfil at least 
two of the following cultural criteria: 

(a) the action of the audiovisual work is set mainly in Valencia (Comunitat 
Valenciana); 

(b) at least one of the principal characters is connected with or is part of 
Valencian culture or is part of the Valencian language area; 

(c) the original version of the audiovisual work is in Valencian (en lengua 
valenciana); 

(d) the screenplay on which the audiovisual work is based is an adaptation 
of an original literary work; 

(e) the theme of the audiovisual work forms part of or is derived from 
Valencian or European culture or heritage; 

(f) the theme of the audiovisual work concerns art or one or several 
artists; 

(g) the theme of the audiovisual work concerns historical figures or 
events; 



(h) the audiovisual work addresses actual, cultural, social or political 
themes which are of interest to the population of Valencia 
(Comunitat Valenciana). 

(i) the theme of the audiovisual work makes reference to a universally 
significant and relevant event, fictional or real; 

(j) the audiovisual work uses the architectural, archaeological and natural 
heritage of Valencia (Comunitat Valenciana) to reflect the 
European cultural context. 

(11) Each project proposal for a feature film which satisfies the above cultural 
content requirement and which is submitted by an SME is given a score out of 
a maximum possible 95 points on the following basis: 

Criterion Maximum 
points 

1 – Use of Valencian language (Maximum 15 points) 

• Original version in Valencian and the majority of the language used by actors on 
set is Valencian 

15 

• OR Original version not in Valencian but the film will be screened in Valencian in at 
least 5 larger municipalities in the Valencia Region for at least 7 days in all 
sessions 

10 

2 – Shooting in Valencia Region (Maximum 15 points) 

• Proportion filmed in the Valencia Region 158 

3 – Valencian cultural contribution (Maximum total: 15 points) 

• Based on a work by an author from the Valencian Region 5 

• Based on historical events in the Valencian Region 5 

• Set in the Valencia Region 3 

• Main actors live in the Valencia Region 2 

4 – Project viability (Maximum 20 points) 

• Significant proportion of financing already in place 209 

5 – Script (Maximum 30 points) 

• Cultural and social interest, originality and quality and artistic values of the script 30 

Overall maximum 95 

 

                                                           
8 Awarded on a reducing scale: from 15 points for 100% of filming being in the Valencia Region and 

reducing in proportion to the shooting time in the region, compared to the shooting time outside 
the region. 

9 Awarded on a reducing scale: from 20 points for at least 60% of financing already being in place and 
reducing according to the proportion of the financing already in place. Projects whose 
development was publicly funded by another institution receive a minimum of 5 points. The 
remaining 15 points are then awarded on a proportionate basis according to the financing already 
in place. 



(12) There are similar scoring sheets for short films and for TV documentaries in 
Valencian. 

(13) Within the available budget for the published competition concerned, the 
projects with the highest scores are selected for funding. 

(14) Apart from the points available in the above table for the use of Valencian 
locations and Valencia-resident principal actors, there is no requirement to 
spend any part of the production budget in the Valencia Region as a condition 
of the aid. 

(15) The scheme is open to all natural and legal persons in the EEA which 
undertake to open a permanent base or office in the Valencia Region once the 
grant has been awarded. Applicants not already included in the Valencia 
Region's Administrative Register of Audiovisual Businesses are required to 
submit the relevant statutory documents with their project proposal, as well as 
details of any aid or complaints from other public or private administrations or 
institutions. 

(16) The maximum aid intensity available under the scheme is 50%, except in the 
case of difficult films of an experimental nature. These are considered by the 
Spanish authorities to be those with limited commercial prospects in cinemas 
and aimed at a specific, marginal audience. The definition covers, for example, 
artistic and experimental films and those that are a means of artistic and 
aesthetic expression without following either audiovisual language or a 
structured narrative. 

(17) The aid under this scheme may be combined with other aid schemes. 
However, the overall aid intensity, including aid from other schemes, cannot 
exceed 50% of the contribution of the beneficiary producer. The Spanish 
authorities have undertaken to take into account incentives given to film 
productions for using the Ciudad de la Luz studios within this overall 50% 
limit, should the European Commission consider such incentives to be State 
aid10. 

4. ASSESSMENT 

4.1. Existence of aid 

(18) According to Article 87(1) EC, save as otherwise provided in the Treaty, 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 be incompatible 
with the common market, in so far it affects trade between Member States.  

(19) Involvement of State resources: The source of funding is a Spanish regional 
government so the scheme involves State resources. 

                                                           
10 See footnote 1 



(20) Economic advantage to an undertaking: The producers of films under the 
scheme benefit from a financial advantage in the form of a direct payment 
from the State. They would not receive this advantage under normal market 
conditions and would have to bear the entire costs of their activities without 
State funding. Therefore, the scheme provides an economic advantage to the 
beneficiaries.  

(21) Distortion of competition and selectivity: The scheme is selective in nature as 
the only beneficiaries of the scheme are film production companies making 
films or audiovisual product which meet the eligibility criteria. The 
beneficiaries compete with other undertakings involved in production of 
audiovisual works which do not necessarily benefit from the scheme. 
Consequently, the scheme distorts or threatens to distort competition. 

(22) Effect on Community trade: In view of the international trade in films and in 
particular in feature films, the Commission considers that the selective 
advantage provided to production companies under the scheme may affect 
intra-community trade. At the same time, the Commission notes that there may 
be limited potential for intra-Community trade in films in Valencian language. 
However, given that the scheme includes a preference for film shot in the 
Valencia Region, the effect on Community trade cannot be excluded. 

(23) Consequently, the scheme constitutes State aid within the meaning of Article 
87(1) EC. 

4.2. Compatibility 

(24) The Commission’s Cinema Communication11 provides for special rules on 
assessing aid to the production of cinematographic and other audiovisual 
works under Article 87 (3) (d) EC. The aid can be justified if the aid scheme 
complies with the general legality principle and the four specific compatibility 
criteria set out in the Cinema Communication. 

4.2.1. General legality principle 

(25) As stated in point 2.3 (a) of the Cinema Communication, the Commission 
must verify that the scheme does not contain clauses that would be contrary to 
Treaty provisions in fields other than State aid. Territorial conditions are dealt 
with under point 2.3. (b) 2. of the Cinema Communication (see paragraph 
(29)). 

(26) On the basis of the information provided by the Spanish authorities, the 
notified scheme does not raise any issues in this respect. 

                                                           
11 See footnote 2. 



4.2.2. Cultural product 

(27) According to point 2.3. (b) 1. of the Cinema Communication, the aid must be 
directed towards a cultural product. Each Member State must ensure that the 
content of a production which benefits from aid is cultural according to 
verifiable national criteria (in compliance with the application of the 
subsidiarity principle). 

 

(28) The cultural content of all audiovisual works supported under the scheme is 
assessed according to the criteria set out in paragraph (10). As all of these 
criteria refer to verifiable aspects of the cultural content of the resulting film, 
the Spanish authorities have established verifiable national criteria within the 
meaning of point 2.3.(b) 1. of the Cinema Communication. Consequently, the 
aid is directed towards a cultural product. 

4.2.3. Territorial conditions 

(29) According to point 2.3. (b) 2. of the Cinema Communication, “The producer 
must be free to spend at least 20 % of the film budget in other Member States 
without suffering any reduction in the aid provided for under the scheme. In 
other words, the Commission accepted as an eligibility criteria 
territorialisation in terms of expenditure of up to 80 % of the production 
budget of an aided film or TV work” but “limited to the minimum degree 
required to promote cultural objectives.” 

(30) The territorial conditions applied by the scheme are contained in the 17 points 
available in the scoring table in paragraph (11) for the use of Valencian 
locations and Valencia-resident principal actors. Although projects are not 
obliged to obtain points in either of these categories as a pre-condition of the 
aid, the aid is awarded to the projects with the highest scores. 

(31) In practice, it would appear to be very unlikely that a film producer would 
make a film which satisfies at least two of the cultural criteria of the scheme 
but fail to use Valencian locations or indeed Valencia-resident principal 
actors. 

(32) The 17 points available for these characteristics (15 points for Valencian 
locations and 2 points for Valencia-resident principal actors) are only 18% of 
the maximum score of 95 points. The remaining points are related to the 
cultural objective of the scheme, rather than to territorial conditions. As a 
result, the producer is free to spend at least 20% of the aid outside Spain 
without suffering any reduction in the aid. 

(33) Consequently, the territorial conditions applicable to the Valencia film reward 
scheme are below the maximum territorial requirement allowed by the Cinema 
Communication. 



4.2.4. Aid intensity 

(34) According to point 2.3 (b) 3. of the Cinema Communication, “Aid intensity 
must in principle be limited to 50 % of the production budget with a view to 
stimulating normal commercial initiatives inherent in a market economy and 
avoiding a bidding contest between Member States. Difficult and low budget 
films are excluded from this limit. The Commission considers that, under the 
subsidiarity principle, it is up to each Member State to establish a definition of 
difficult and low budget films according to national parameters.”  

(35) The maximum aid intensity under the Valencia film reward scheme is 50% of 
the contribution of the producer, except in the case of difficult films of an 
experimental nature. The Commission notes that the Valencian authorities 
have established a restrictive definition of difficult films of an experimental 
nature, as set out in paragraph (16). 

(36) The maximum cumulative aid intensity takes into account all other State aid 
for the same film production. As noted in paragraph (1) and footnote 1, in case 
the incentives given to film productions for using the Ciudad de la Luz studios 
in Alicante are considered by the European Commission to be State aid, any 
such incentives would be included when considering the overall aid intensity 
limit of 50%. 

(37) The Spanish authorities have also noted that the productions supported by this 
scheme have limited budgets. Such productions are not generally shot in film 
studios but rather use natural or urban settings. As a result, they do not believe 
any production supported by this scheme is likely to be filmed at the Ciudad 
de la Luz complex. 

(38) Consequently, the scheme complies with the aid intensity rules of the Cinema 
Communication. 

4.2.5. Aid supplements for specific film-making activities 

(39) According to point 2.3 (b) 4. of the Cinema Communication, ”Aid 
supplements for specific film-making activities (e.g. post-production) are not 
allowed in order to ensure that the aid has a neutral incentive effect and 
consequently that the protection/attraction of those specific activities in/to the 
Member State granting the aid is avoided.”  

(40) The scheme does not offer aid supplements for specific film-making activities. 
Consequently, it complies with the above condition of the Cinema 
Communication. 

4.2.6.  Conclusion 

(41) The Commission has therefore concluded that the Valencia film production 
scheme for SME's constitutes State aid within the meaning of Article 87 (1) 
EC but is compatible with the common market on the basis of Article 87 (3) 



(d) EC as it fulfils the conditions set out in the Commission’s Cinema 
Communication. 

5. CONCLUSION 

The Commission has accordingly decided to consider the Valencia film production 
scheme for SME's to be compatible with the EC Treaty. If this letter contains 
confidential information which should not be disclosed to third parties, please inform 
the Commission within fifteen 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://ec.europa.eu/community_law/state_aids/index.htm . 

Your request should be sent by encrypted e-mail to stateaidgreffe@ec.europa.eu or, 
alternatively, by registered letter or fax to: 

European Commission 
Competition Directorate-General 
State Aid Greffe 
B-1049 Brussels 
Fax No: +32 2 296 1242 

Yours faithfully, 

For the Commission 
 
 

Neelie Kroes 

Member of the Commission 

http://ec.europa.eu/community_law/state_aids/index.htm
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