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Sir,  

1. PROCEDURE 

(1) By electronic notification of 10 February 2009, the United Kingdom notified the 
above mentioned aid measure. By email of 13 February the UK authorities asked 
for suspension of the assessment of the notified measures. The assessment was re-
launched on request of the UK authorities on 16 February 2009. By emails dated 
16, 20 and 25 February 2009 the UK authorities submitted amendments of the 
notification and additional information.  

2. DESCRIPTION 

2.1. Objective of the aid scheme 

(2) The United Kingdom considers that the financial crisis is affecting its whole 
economy at local regional and country level. The notified measure aims at 
remedying a serious disturbance in the economy of the UK.  

(3) The United Kingdom is concerned that the financial crisis is having a significant 
impact on the ability of companies to access finance. Levels of lending by private 
banks have contracted markedly over the past 12 months and this has affected a 
broad range of economic activity. There is a clear risk that many companies may be 
forced to make serious cuts in investment in order to stay solvent in the short-term 
while the credit squeeze continues, with damaging long-term consequences both 
for them and the wider economy. The UK is particularly concerned that 
environmental goals should remain a priority despite the financial crisis. 
Companies are finding it more difficult to gain access to finance for production of 
environmentally friendly, including energy-efficient, products.  

(4) The scheme is explicitly based on Article 87(3)(b) EC Treaty, and relies on the 
Commission communication 'Temporary Framework for State aid measures to 
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support access to finance in the current financial and economic crisis' (thereinafter 
'the Temporary Framework')1, in particular on its Section 4.5 concerning aid for the 
production of green products. 

2.2. Legal basis 

(5) The legal basis for the notified measure is the Industrial Development Act 1982, 
Regional Development Agencies Act 1998, Science and Technology Act 1965, 
Energy Act 2004, Environmental Protection Act 1990, Employment and Training 
Act 1973, Civil Aviation Act 1982, Local Government Act 2000, Government of 
Wales Act 2006 (Section 60), Welsh Development Agency Act 1975 (Section 1), 
The Industrial Development (Northern Ireland) Order 1982, The Industrial 
Development (Northern Ireland) Act 2002, The Energy Efficiency (Northern 
Ireland) Order 1999 (Article 3), Enterprise and New Towns (Scotland) Act 1990 as 
amended 1 April 2001 by Scottish Statutory Instrument 2001 No. 126, Local 
Government in Scotland Act 2003 (Section 20).  

2.3. Administration of the scheme 

(6) The notified measure is a UK-wide scheme, allowing aid to be granted at country, 
regional, and local levels and may be applied in a decentralised way by all relevant 
aid granting authorities.  

2.4. Beneficiaries 

(7) The scheme applies to all companies: SMEs and large firms. Its geographic scope 
covers the whole territory of the United Kingdom.  

(8) The UK authorities confirmed that no aid under this scheme will be granted to 
large firms which were, on 1 July 2008, firms in difficulties in the meaning of the 
Community guidelines on State aid for rescuing and restructuring for firms in 
difficulty2, nor to SMEs which were on that date firms in difficulties in the 
meaning of Art. 1 (7) of the General Block Exemption Regulation3. The aid may be 
granted to firms that were not in difficulty at that date, but entered into difficulty 
thereafter as a result of the global financial and economic crisis.  

(9) The scheme is not sector specific. In practice, the UK authorities expect initially to 
make use of this measure to support the automotive industry. This is a sector of 
strategic importance which has been particularly affected by the current economic 
conditions, and where there is a strong risk of vital investment in green 
technologies being cut in response to the ongoing problems with access to finance.  
The United Kingdom may nevertheless extend the application of this measure to 
other sectors if necessary. 

(10) The UK authorities estimate that the number of beneficiaries will exceed 1000 
firms.  

                                                 

1  OJ C 16, 22.1. 2009, p. 1, as amended on 25 February 2009 (not yet published). 
2  OJ C 244, 1.10. 2004, p. 2. 
3      OJ L 214, 9.8. 2008, p. 3.  Commission Regulation (EC) No 800/2008 of 6 August 2008 declaring 
certain categories of aid compatible with the common market in application of Articles 87 and 88 of the 
Treaty (General block exemption Regulation). 
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2.5. The nature and form of the aid 

(11) The aid will be granted in the form of interest rate subsidy for investment loans for 
production of green products.  

(12) The subsidised interest rates relate to investment loans for financing projects which 
consists of the production of new products which significantly improve 
environmental protection. The aid is granted only for projects consisting of 
production of products involving early adaptation to or going beyond future 
Community standards which increase the level of environmental protection and are 
not yet in force. In this context, the UK authorities confirm that they will apply the 
definition of future Community standards as laid down in footnote No. 25 of the 
Temporary Framework4.  

(13) The measure may be applied also to components integrated into the final product. 
In these cases the aid will only be granted to such components where their 
integration into the final products contributes to an early adaptation to or going 
beyond future Community standards of the final product. 

(14) As an example, the UK authorities reckon that the measure could be applied to the 
following standard, which concerns the car industry:  

Regulation (EC) No 715/2007 on type approval of motor vehicles with respect to 
emissions from light passenger and commercial vehicles (Euro 5 and Euro 6) and 
on access to vehicle repair and maintenance information5.  

 
(15) The aid is granted for launching a new project, existing projects may only receive 

aid if it becomes necessary due to current economic downturn which threatens the 
existing financing. The investments should begin on 31 December 2010 at the 
latest with the aim of putting the products on the market at least 2 years before the 
standard enters into force. 

(16) The subsidised interest rate applies during a maximum period of 2 years following 
granting of loan.  

(17) The reduction in the interest rate may be applied to loans provided by the State or 
public finance institutions and to loans provided by private financial institutions. 
Non-discrimination is between public and private entities is ensured. The loans are 
granted on 31 December 2010 at the latest.  

(18) Loans will cover the costs of investment in tangible and intangible assets with the 
exception of loans for investments which account for production capacities of more 
than 3 % on product markets where the average annual growth rate, over the last 
five years before the start of the investment, of the apparent consumption on the 
EEA market, measured in value data, remained below the average annual growth 
rate of the European Economic Area's GDP over the same five year reference 
period.  

                                                 

4 Future Community product standard means a mandatory Community standard setting environmental 
levels to be attained for products sold in the Community which has been adopted but is not yet in force. 
5  OJ L 171, 29.6.2007, p. 1. The Commission notes in this context that given the condition laid down in 
point 4.5.2 d) of the Temporary Framework and the entry into force of Euro 5 standard, the latter cannot be 
applied.   
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(19) The United Kingdom confirms that the aid will not be directly or indirectly 
transferred to financial entities. 

2.6. Aid amount calculation  

(20) In line with point g) of section 4.5.2 of the Temporary Framework the minimum 
interest rates will be determined as follows:  

- For large enterprises: 0.75 x [Central bank overnight rate plus a premium equal to 
the difference between the average one year interbank rate and the average of the 
central bank overnight rate over the period 1.1.2007 to 30.6.2008, plus the credit 
risk premium based on the rating of the beneficiary and collateral offered, as 
stipulated by the Commission communication on the revision of the method for 
setting the reference and discount rate6, taking into account the situation of the 
beneficiary at the moment when the loan is granted]; 

- For SMEs: 0,5 x [Central bank overnight rate plus a premium equal to the 
difference between the average one year interbank rate and the average of the 
central bank overnight rate over the period 1.1.2007 to 30.6.2008, plus the credit 
risk premium based on the rating of the beneficiary and collateral offered, as 
stipulated by the Commission communication on the revision of the method for 
setting the reference and discount rate taking into account the situation of the 
beneficiary at the moment when the loan is granted].  

(21) The UK authorities apply the Official Bank of England rate (bank rate)7 as the 
central bank overnight rate and the 1-year BBA LIBOR rate8 as the one year 
interbank rate.  

(22) They have calculated that the difference between the average one year interbank 
rate and the average of the central bank overnight rate over the period 1 January 
2007 to 30 June 2008 equals to 0.575612 %.  

(23) The UK authorities confirm that the level of rating and collaterisation of a given 
beneficiary will be established in accordance with the methodology outlined in the 
Commission communication on the revision of the method for setting the reference 
the reference and discount rate.  

(24) Furthermore, the UK authorities confirm that the credit risk premium base on the 
rating of the beneficiary and collateral offered will take into account the situation 
of the beneficiary at the moment when the loan is granted.  

(25) The UK authorities provided a theoretical calculation example in order to illustrate 
the above described method. For instance, if a subsidised loan would have been 
granted on 2 January 2009 to a SME whose credit rating is BB and offering a 
normal level of collateralisation, the resulting loan rate would be  

–   2.00 % (central bank overnight rate); 

                                                 

6  OJ C 14, 19.1.2008, p. 6. 
7  For details see:  

http://www.bankofengland.co.uk/mfsd/iadb/fromshowcolumns.asp?Travel=NIxIRxSUx&FromSeries
=1&ToSeries=50&DAT=RNG&FD=1&FM=Jan&FY=2007&TD=19&TM=Feb&TY=2009&VFD=Y
&CSVF=TT&C=13T&Filter=N&html.x=18&html.y=21.  

8  For details see: http://www.bba.org.uk/bba/jsp/polopoly.jsp?d=141&a=627.  
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– plus 0.575612 % (difference between the average one year interbank rate and 
the average of the central bank overnight rate over the period 1.1.2007 to 
30.6.2008); 

– plus 2.20 % (credit risk premium based on the rating of the beneficiary and 
collateral offered). 

This leads to an interest rate of 4.775612 % from which a 50 % discount is applied 
for SMEs, i.e. a final subsidised loan rate of 2.387806 %. 

2.7. Budget and duration of the measure 

(26) The UK authorities identified the common budgetary ceiling of GBP 8 billion 
(EUR 9 billion)9 for the implementation of this notified measure (N 72/2009) and 
the aid measure registered under N 71/2009 Temporary Aid in the form of Loan 
Guarantees.   

(27) Aid under this scheme can be granted in 2009 and 2010.  

2.8. Cumulation 

(28) The aid granted under the notified measure cannot be cumulated with received 
from other local, regional, national or Community schemes to cover the same 
eligible costs.  

(29) As regards de minimis aid, the UK authorities confirm that the rules laid down in 
Section 4.7 of the Temporary Framework10 will be respected.  

2.9. Monitoring and reporting, business secrets 

(30) The UK authorities confirm that the monitoring and reporting obligations laid 
down in Section 6 of the Temporary Framework will be respected.  

(31) In addition the UK authorities undertake to provide information on the relevant 
future Community standards when providing detailed information on 
environmental benefits. 

(32) Furthermore, the United Kingdom confirms that it will provide the following 
information: 
- a breakdown by sector or category of undertakings of the loans awarded in 

both absolute terms and percentage;  
- a breakdown of the loans awarded distinguishing between (i) financing of 

new products and (ii) completion of already initiated projects; 
 - impact of the restrictions contained in point 4.5.2 e) of the Temporary 

framework (e.g. number of applications rejected due to the non-compliance 
with this clause). 

(33) The UK authorities confirm that the notification does not contain business secrets. 

                                                 

9  The exchange rate 1 GBP = 1.1269 EUR applicable on the date of notification was used (source Bank 
of England). 

10  Section 4.7 of the Temporary Framework: 'The temporary aid measures foreseen by this 
Communication may not be cumulated with aid falling within the scope of the de minimis Regulation for 
the same eligible costs […]. The amount of de minimis aid received from 1 January 2008 must be deducted 
from the amount of compatible aid granted for the same purpose under points 4.3, 4.4, 4.5 or 4.6.' 
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3. ASSESSMENT 

3.1. Legality of the measure 

(34) By notifying the aid measure before putting into effect, the UK authorities 
respected their obligations under Article 88 (3) of the EC Treaty. 

3.2. Existence of state aid 

(35) According to Article 87 (1) of the EC 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, insofar as it affects trade between Member States, be incompatible 
with the common market. 

(36) State resources are involved in the notified scheme since the aid is granted from 
national, regional and local State resources, via the respective aid granting 
authorities at national, regional, or local level.    

(37) The measure is selective since it will be granted only to certain firms.  

(38) The measure conveys an advantage to beneficiaries by granting them investment 
loans with subsidised interest rates which would not be probably available on the 
market in the absence of the notified measure. Consequently, the aid will 
strengthen the financial position of beneficiaries in relation to its competitors in the 
Community and therefore will have potentially distorting effects on competition.  

(39) The measure affects trade between Member States since the scheme is not limited 
to beneficiaries which are active in sectors where no intra-community trade exists. 

(40) In view of the above, the Commission considers that the notified measure 
constitutes state aid within the meaning of Article 87 (1) of the EC Treaty. 

3.3. Compatibility of the measure 

(41) Having established that the measure involves state aid within the meaning of 
Article 87 (1) of the EC Treaty, it is necessary to consider whether the above 
mentioned measure can be found compatible with the common market. 

(42) The measure aims at remedying disturbances in the economy of the United 
Kingdom. By adopting the Temporary Framework on 17 December 2008, the 
Commission indeed acknowledged (section 4.1) the 'seriousness of the current 
financial crisis and its impact on the overall economy of the Member States'. The 
Commission concluded 'that certain categories of State aid are justified, for a 
limited period, to remedy these difficulties and that the may be declared compatible 
with the common market on the basis of Article 87(3)(b).' 

(43) The notified measure is one of a series of measures11 conceived at national level by 
the UK authorities to remedy a serious disturbance in their economy. The 
importance of the notified measure is to improve access to finance for production 
of more environmentally friendly products during the current financial crisis12. 

                                                 

11  See N43/2009 and N 72/2009. 
12  See paragraphs 2,3 and 9 above. 
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Like the Commission the United Kingdom is concerned that environmental goals 
should remain priority despite the financial crisis. There is a clear risk that many 
companies may be forced to make serious cuts in investments in order to stay 
solvent. This is in particular valid for investments linked to green products 
considering the costly character of projects aiming at increasing environmental 
protection. Furthermore, the measure has been designed to meet the requirements 
of the additional category of aid ('Aid for production of green products – New 
measure') described in section 4.5.2 of the Temporary Framework. 

(44) The Commission accordingly considers that the notified measure, including its 
initial focus on automotive industry13 is necessary, appropriate and proportionate to 
remedy a serious disturbance in the economy of a Member State,  and  meets all the 
conditions of the Temporary Framework: In particular,  

-   the aid relates to investment loans for financing projects consisting of 
production of new products which significantly improve environmental 
protection (point 4.5.2 a); 

- the aid is necessary for launching a new project; in the case of existing 
projects, aid may be granted if it becomes necessary, due to the new 
economic situation, in order to pursue the project (point 4.5.2 b); 

- the aid is granted only for projects consisting of production of products 
involving early adaptation to or going beyond future Community product 
standards which increase the level of environmental protection and are not 
yet in force (point 4.5.2 c); 

- for products involving early adaptation to or going beyond future 
Community environmental standards, the investment starts on 31 
December 2010 at the latest with the objective of putting the product on 
the market at least two years before the standard enters into force (point 
4.5.2 d); 

- loans cover the costs of investment in tangible and intangible assets with 
the exception of loans for investments which account for production 
capacities of more than 3 % on product markets where the average annual 
growth rate, over the last five years before the start of the investment, of 
the apparent consumption on the EEA market, measured in value data, 
remained below the average annual growth rate of the European 
Economic Area's GDP over the same five year reference period (point 
4.5.2 e); 

 - loans are granted on 31 December 2010 at the latest (point 4.5.2 f); 
- the aid is calculated on the basis of the methodology laid down in Section 

4.4.2 and complies with the maximum reduction limits laid down in point 
4.5.2 g), i.e. 25 % for large companies and 50 % for SMEs (point 4.5.2 g). 
In particular, the Commission agrees to the calculation submitted by the 
UK authorities for the subsidised loan rate and the sources chosen for the 
central bank overnight and one year interbank rates.; 

- the subsidised interest rate applies during a maximum period of 2 years 
following the granting of loan (point 4.5.2 h); 

-  the reduction in the interest rate applies to loans granted by the State or 
public finance institutions and to loans granted by private financial 

                                                 

13  As justified in point 9 above. 
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institutions. Non-discrimination between public and private entities is 
ensured (point 4.5.2 i); 

- the aid is granted to firms which were not in difficulty on 1 July 2008; it 
may be granted to firms that were not in difficulty at that date but entered 
in difficulty thereafter as a result of the global financial and economic 
crisis (point 4.5.2 j); 

- the United Kingdom ensures that the aid is not directly or indirectly 
transferred to financial entities (point 4.5.2 k); 

- the UK authorities will respect the monitoring and reporting obligations as 
laid down in Section 6 of the Temporary Framework. The Commission 
notes in this context that the UK authorities undertook to provide 
additional information concerning the applicable Community standards 
and further details on implementation of the notified measure as described 
in points 31 and 32 above.  

3.4. Conclusion 

(45) For these reasons, the Commission considers that the notified measure is in 
conformity with the Temporary Framework and considers it to be compatible with 
the EC Treaty on the basis of Article 87(3)(b). The Commission notes that the 
notification does not contain business secrets.  

(46) Nevertheless, considering the general character of the information submitted by the 
UK authorities, the Commission draws their attention to the fact that it may 
pursuant to Article 9 of Regulation (EC) No. 659/199914 revoke its decision in case 
it was based on incorrect information provided during the procedure which was a 
determining factor for the decision. 

4. DECISION 

(47) The Commission has accordingly decided to consider the notified aid scheme 
'Temporary aid for the production of green products' as compatible with the EC 
Treaty under Article 87(3)(b). 

 
Yours faithfully, 

For the Commission 
 

Neelie KROES 
Member of the Commission 

                                                 

14 Council Regulation (EC) No 659/1999 of 22 March 1999 laying down detailed rules for the 
application of Article 93 [now Article 88] of the EC Treaty, OJ L 83, 27.3. 1999, p. 1. 
 


