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Dear Foreign Secretary, 

 
 

1. PROCEDURE 

 
(1) By letter dated 23 November 2006 and registered at the Commission on the 

same day, the United Kingdom notified according to Article 88(3) of the EC 
Treaty, an alteration to the existing aid scheme N 481/20011. 

(2) By letter of 30 November 2006, the Commission asked the UK for 
supplementary information, which was submitted by letter dated 5 December 
2006, registered at the Commission on the same day. 

2. DESCRIPTION OF THE MEASURE 

2.1. Existing aid scheme N 481/2001 

(3) The alterations envisaged by the UK authorities are only of a limited nature. 
Therefore, only the most essential characteristics of the existing State aid 
scheme are exposed for the purposes of this decision. 

                                                 
1  OJ C 38, 12.02.2002, p. 14. 
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(4) The main objective of the approved scheme is to encourage R&D activities by 
providing venture capital to SMEs and grants to researchers and university 
departments. Support is only given to companies, researchers and universities in 
Northern Ireland, where R&D expenditure is far below the average R&D 
expenditure in the UK. 

(5) The approved scheme provides the R&D support through the Northern Ireland 
Challenge Fund. The Fund has been established as a Limited Partnership 
between Angle Technology (the managing company) and the Industrial 
Research and Technology Unit (IRTU), an executive agency within the 
Department of Enterprise Trade and Investment, Northern Ireland. The limited 
partnership is to last for ten years since its establishment. IRTU’s participation 
in the Fund is € 4.825.000 (GBP 3 millions), which was expected to be paid 
over five years (until end 2006). The approved scheme provides aid to SMEs or 
research initiatives (individual researcher(s), teams of researchers and university 
departments). 

(6) The national legal base of the approved scheme is the Industrial Development 
(Northern Ireland) Order 1982. 

(7) The approved scheme is valid until 31 December 2006. 

 
2.2. Modifications notified to the Commission 

(8) The UK notified a prolongation of the existing scheme, from 1 January until 31 
December 2007. The UK authorities seek to allocate a budget of approximately 
€ 1.3 million (GBP 0.9 million) for 2007. All the other provisions of the scheme 
remain unchanged: the R&D stages, the beneficiaries, the eligible costs, the aid 
intensities. 

3. ASSESSMENT OF THE MEASURE 

3.1. Preconditions for the simplified notification procedure 

(9) The simplified notification procedure, as stipulated by Art. 4 (2) (b) and (c) of 
Commission Regulation (EC) 794/2004, could apply, if the prolongation  is up 
to six years, if the criteria of the application of the scheme have been tightened, 
the aid intensity has been reduced or eligible expenses have been reduced. In 
general, any other modifications must be of a purely formal or administrative 
nature which cannot affect the evaluation of the aid measure with the common 
market (Art. 4 (1) of Commission Regulation (EC) 794/2004). Lastly, the 
Member State must have submitted annual reports for the years in which the aid 
has been granted (Art. 4 (3) of Commission Regulation (EC) 794/2004). 

(10) The notified alteration consists of a prolongation of an existing scheme by one 
year, until 31 December 2007, together with the corresponding budget of 
approximately € 1.3 million (GBP 0.9 million). The UK authorities have 
regularly submitted annual reports, in accordance with articles 5, 6 and 7 of 
Regulation 794/2004. Therefore, the simplified notification procedure can be 
applied. 
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3.2. Existence of aid 

(11) Considering the limited scope of changes to the existing scheme, the 
Commission maintains the reasoning set out in its previous decision on State aid 
case N 481/2001, which concludes that there is no aid in the meaning of Article 
87 of the EC Treaty at the level of the investors, of the Fund and of the manager 
of the Fund, and there is aid as defined in Article 87(1) EC at the level of SMEs, 
researchers and university departments. The aid was assessed and found 
compatible with the Community Framework for state aid for research and 
development2 (thereafter "the R&D Framework"). The R&D Framework has not 
changed as compared to the previous approval of the scheme. 

3.3. Lawfulness of aid 

(12) The UK has notified the alteration to the existing aid scheme in accordance with 
Article 88(3) of the EC Treaty. 

3.4. Compatibility of aid 

(13) The UK authorities asserted that all the rules and conditions of the originally 
approved scheme will remain unchanged. They further declared that all 
commitments undertaken in the context of the previous decision will be binding 
for the notified scheme. 

(14) The UK authorities have confirmed that with the entry into force of the new 
R&D&I Framework3 on 1 January, 2007, the notified scheme will be adapted in 
accordance with the appropriate measures proposed under the new Framework. 

(15) The UK authorities declared that the Community’s current SME-definition4 has 
been applied to the scheme since 1 January 2005. 

(16) As the scheme only applies to SMEs or research initiatives resulting in the 
setting up of an SME, the Commission assumes, on the basis of point 6.4 of the 
EC Framework, that the aid will provide a necessary incentive. 

(17) Considering the above, the Commission maintains the reasoning set out in its 
previous decision on State aid case N 481/2001, which concludes that the aid 
programme is in line with the R&D Framework and compatible with Article 87 
(3) (c) of the EC Treaty.  

4. DECISION 

(18) The Commission has decided, on the basis of the foregoing assessment, to 
consider the alteration of the aid scheme compatible with Art. 87(3) (c) of the 

                                                 
2  OJ C45, 17.2.1996, p. 5. 

3      http://ec.europa.eu/comm/competition/state_aid/reform/reform.html#rdi 

4    OJ L 124, 20.05.2003, p.36. 
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EC Treaty. The Commission has accordingly decided not to raise any objections 
against the alteration of the aid scheme concerned. 

(19) The Commission reminds the UK that, in accordance with Article 88(3) EC, all 
plans to refinance, alter or change this aid scheme have to be notified to the 
Commission. 

(20) The Commission further reminds the UK to supply to the Commission an 
annual report on the scheme’s implementation. 

(21) 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 registered letter or fax to:  
 
European Commission  
Directorate-General of Competition  
Directorate State aids I  
B-1049 BRUSSELS  
Telefax nº: 00-32-2-296-1242  
Please, mention the name and number of the case in all the correspondence.  

Yours faithfully, 
For the Commission 

 

Neelie Kroes 
Member of the Commission 


