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Subject: State Aid SA.57409 (2020/N) – Latvia 

COVID-19: Recapitalisation Fund  

Excellency,  

 

The European Commission ("the Commission") wishes to inform the Latvian Republic 

that, having examined the information supplied by your authorities on the State aid 

referred to above, it has decided not to raise any objections, as it is compatible with the 

internal market pursuant to Article 107(3) letters (b) and (c) of the Treaty on the 

Functioning of the European Union (“TFEU”). 

1. PROCEDURE 

(1) Following prenotification contacts1, by electronic notification of 26 June 2020, 

Latvia notified an aid scheme in the form of a new Recapitalisation Fund under 

the Temporary Framework for State aid measures to support the economy in the 

                                                 
1  The prenotification contacts started on 19 May 2020 and consisted of four videoconferences between 

the Latvian authorities and the Commission services held to discuss the draft submissions of the 

Latvian authorities, notably the draft legal basis, working documents, follow-up e-mails etc. 
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current COVID-19 outbreak, as amended (“Temporary Framework”)2. The 

Recapitalisation Fund will provide finance in the form of three main types of 

instruments (when referred jointly herein “the Measures”), that is equity 

instruments, debt instruments that have or may have an equity component 

(“hybrid instruments”) and debt instruments without equity component but 

possibly exceeding the ceilings defined in point 27bis (i) and (ii) of the 

Temporary Framework (“debt instruments”).  

(2) In the notification, the Latvian authorities explain that the development finance 

institution Altum is responsible for managing the Fund that will implement the 

Measures. They refer to the Commission Decision raising no objections to the 

creation of Altum as a Single Development Institution in Latvia, on the ground 

that it was compatible with the internal market on the basis of Article 107(3)(c) 

TFEU (“the 2015 decision”)3. The Latvian authorities notify the extension of the 

remit of Altum compared to the types of measures mainly targeting but not 

limited to small and medium size enterprises assessed in the 2015 decision (“the 

extension of the remit”) arising from its management of the Fund that will 

implement the Measures. 

(3) Latvia exceptionally agrees to waive its rights deriving from Article 342 of the 

Treaty on the Functioning of the European Union (“TFEU”), in conjunction with 

Article 3 of Regulation 1/1958,4 and to have this Decision adopted and notified in 

English. 

2. DESCRIPTION OF THE MEASURES 

(4) Latvia considers that the COVID-19 outbreak has affected its economy. The 

Measures form part of an overall package and aim to ensure that sufficient 

liquidity remains available in the market, to counter the liquidity shortage faced 

by undertakings because of the COVID-19 outbreak, to ensure that the disruptions 

caused by that outbreak do not undermine the viability and solvency of the 

undertakings, which were not considered to be in difficulty before the outbreak, 

and thereby to preserve the continuity of economic activity during and after the 

outbreak.   

(5) According to the Latvian authorities, the objective of the Measures is to invest in 

Latvian-registered large companies (“the beneficiaries”) because on the one side 

there is a shortage of certain support instruments in Latvia for that specific 

category of companies (see recital (6)) and on the other hand because those 

companies individually provide the highest added value, considerably contribute 

                                                 
2  Communication from the Commission - Temporary framework for State aid measures to support the 

economy in the current COVID-19 outbreak, 19 March 2020, OJ C 91I, 20.3.2020, p. 1, as amended 

by Communication from the Commission C(2020) 2215 final of 3 April 2020 on the Amendment of 

the Temporary Framework for State aid measures to support the economy in the current COVID-19 

outbreak, OJ C 112I , 4.4.2020, p. 1, and Communications from the Commission C(2020) 3156 final 

of 8 May 2020 and C(2020) 4509 final of 29 June 2020 on the 2nd and 3rd Amendment of the 

Temporary Framework for State aid measures to support the economy in the current COVID-19 

outbreak, OJ C 164, 13.5.2020, p. 3. and OJ C 218, 2.7.2020, p. 3. 

3  Commission Decision in case SA.36904 (2014/N) – Latvia MLB development segment and creation of 

the Latvian Single Development Institution, OJ C25 of 22.1.2016. 
4  Regulation No 1 determining the languages to be used by the European Economic Community, OJ 17, 

6.10.1958, p. 385. 
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to the national budget and employ a significant number of people. The purpose of 

the Measures is to support viable companies experiencing temporary difficulties 

due to the impact of the COVID-19 outbreak and to support companies that are 

ready to adapt or significantly change their current business model as a result of 

the COVID-19 outbreak. 

(6) Latvia explains that, generally in the Latvian market, there is a shortage of certain 

support instruments that would help large companies deal with the impact of the 

COVID-19 outbreak on their operations. In particular, that market gap arises 

because: 

(a) the Latvian stock market is not sufficiently liquid because of a shortage of 

institutional investors due to a lack of large transactions and the Latvian 

stock market also lags significantly behind the Lithuanian and Estonian 

markets where stock market transactions are more frequent and of larger 

size; 

(b) in the capital market, provided by private funds, there is a reluctance 

during the crisis for investors to take up higher risks and also because 

currently no private capital fund operates in the Latvian market that would 

offer equity funding of EUR 10 million or more; 

(c) in the credit market, Latvian banks are very cautious as regards situations 

related to the COVID-19 outbreak and have almost stopped issuing new 

loans, especially to new clients. Furthermore, the Latvian authorities 

mention that even before the COVID-19 outbreak, banks were already 

applying restrictive lending policies, with the overall financing of an 

undertaking not exceeding three time its EBITDA. 

(7) Latvia considers the Measures to be compatible with the internal market on the 

basis of Article 107(3)(b) TFEU, in the light of the Temporary Framework and in 

particular its sections 2 and 3.11. Any possible aid to undertakings that are not the 

final beneficiaries should be assessed directly under Article 107(3)(b) TFEU. 

2.1. The nature and form of aid 

(8) The notified Measures consist in the creation of a Fund that will provide 

financing to large undertakings active in Lativa in the form of the purchase of 

debt securities, equity instruments and hybrid instruments. 

2.2. Legal basis 

(9) The legal base for the Measures is the Latvian Draft Regulations on equity 

investments in the companies whose operations have been affected by the Covid-

19 impact issued in accordance with the fourth paragraph of Article 12 of the 

Development Finance Institution Law. 

2.3. Administration of the Measures 

(10) Altum is responsible for managing the Fund that will implement the Measures. As 

described in the 2015 decision, Altum is a financial institution owned by the 

Latvian State which facilitates access to finance to enterprises of all sizes that 

face obstacles to raise financing in the (Latvian) market (see recital (2)).  
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2.4. Basic elements of the Measures 

2.4.1. Fund structure 

(11) The measures will be implemented by a fund (“Fund”), structured as a limited 

partnership, that is established by the Latvian State. The initial target size of the 

Fund is EUR 100 million. The State will contribute capital, through the State 

budget and from funding from the European Regional Development Fund 

(ERDF), for EUR 50 million and the other half will come from EUR 50 million 

assets of pension funds (the second pillar or State-funded pension scheme) that 

are managed by the banking sector5. The Latvian authorities also explain that the 

Fund will organise an open call for any qualifying investor who wants to become 

a limited partner of the Fund and that any further capital commitment will 

increase the Fund size by the same amount. 

(12) According to the Latvia authorities, the Fund will be managed on a commercial 

basis. The purpose of the Fund is to earn profits and investment decisions will be 

made in a profit-oriented manner. The terms of the limited liability partnership 

agreement are negotiated between all investors. Any qualifying private investor 

may become a limited partner in the Fund.  

(13) The Latvian authorities submit that the State as a limited partner in the Fund will 

invest at the same conditions as all other investors of the Fund. They state that the 

investment risks will be distributed evenly, as investment returns and losses will 

be shared by all investors proportionally to their capital. The losses, if any, will be 

covered from the Fund's property according to the Commercial law and based on 

the amount of member’s capital registered in the Commercial Register. Latvia 

also submits that the voting rights at the Fund's shareholders meeting will be 

proportionate to each investor's committed capital. Each investor will also 

delegate a member to the Advisory Board, and have one vote, regardless of the 

committed capital proportions.  

(14) The Latvian authorities submit that the Fund will invest in viable companies at 

market terms. In particular, the Fund manager6,  Altum, will manage the Fund on 

a commercial basis and fully in accordance with the regular private equity 

industry practice. This will include in particular the creation of an Investment 

Committee that is answerable to the Advisory Council of the Fund gathering the 

investors and that will function independently from the Altum management 

board, as well as by observance of other regular market principles, for example, 

professional requirements of the Investment Committee members etc. 

Furthermore, investment decisions made by the Investment Committee will be 

fully based on standardized commercial/business plan analysis, inter alia 

providing financial indicators of commercially viable and sustainable business 

                                                 
5  The second pillar of the Latvian pension scheme is mandatory. It is funded from part of social security 

contributions, which are then channelled to the investment plan chosen by each contributor, where 

they are invested by the investment plan manager. The funds are accumulated in a private account set 

up for each contributor and from which the contributor’s monthly pensions will be paid. Source: 

Latvian pension system website:  https://www.manapensija.lv/en/sitemap/   

6  The Fund manager is the general partner of the Fund, whereas the investors are limited partners of the 

Fund.  

https://www.manapensija.lv/en/sitemap/
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activity that are also relevant in normal market conditions, as well as clear and 

realistic exit strategy proposals. The Latvian authorities also submit that Altum 

will establish a separate financial accounting for the implementation of the Fund 

to ensure independence from Altum’s others operations. 

(15) The Fund manager will receive a management fee, in addition to sharing some of 

the excess returns. The management fee will be set at 2% of the committed 

capital. Under certain specific circumstances that management fee may go up to 

3%7 but that higher fee will be paid only if approved by the Advisory Council of 

the Fund, where the private investors have the majority vote rights.  The Fund 

manager will receive a share of excessive returns (also called carried interests), 

the percentage of which will be negotiated with all investors and will be set in the 

final Limited Partnership Agreement. That mechanism ensures that the 

remuneration is set according to market best practice and the Latvian authorities 

commit that in any event that percentage will not exceed 20%, which is 

considered as the market practice for private equity funds. 

(16) The Latvian authorities consider that the remuneration of Altum is in line with 

market conditions. As regards the level of the management fees, they submit that 

there are no perfectly comparable funds solely dedicated to mid-caps in Latvia 

and present a selection (see Table 1) of existing pan-Baltic growth stage funds of 

similar size, that support their view that a management fee […](*) is the market 

rate of remuneration. As regards the carried interests, the Latvian authorities 

explain that this benchmark is justified on the basis of the operational model of 

the Baltic Innovation Fund, managed by the European Investment Fund. 

Table 1: 

Fund 

Committed 

Capital Sector Stage Fee I Fee II Vintage 

BALTCAP PRIVATE EQUITY FUND 

II 82 MEUR Generalist 

Buyout, buy-and-build investments 

(Mid-Market) 2% 2% 2014 

BALTCAP GROWTH FUND EuVECA 41 MEUR Generalist 

Growth capital investments (Mid-

Market) 2% 2% 2018 

Karma Ventures I SICAV-SIF 70 MEUR ICT Early Stage 2% 2% 2016 

BPM Mezzanine Fund SICAV-SIF SCA 70 MEUR Generalist 

Expansion, MBO/MBI, Capital 

Restructuring (Hybrid debt-equity) 1.8% 1.8% 2015 

INVL Baltic Sea Growth Fund 106 MEUR Generalist 

Buy-out, Growth, Buy & Build 

(Lower-Mid Market) 2% 2% 2019 

KS EuVECA Livonia Partners Fund I 74 MEUR Generalist Mid-Market 2% 2% 2015 

Average 74 MEUR 

  

2% 2% 

   

                                                 
* confidential information 

7  The Latvian authorities explain that this threshold of 3% has been determined based on point 148 of 

the Communication from the Commission — Guidelines on State aid to promote risk finance 

investments, OJ C 19, 22.1.2014, p. 4–34. 
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2.4.2. The Measures 

(17) The Fund will use the following instruments: 

 equity investments, alone or together with another investor, credit 

institution or equity fund, by acquiring companies’ shares (the 

recapitalisation measures); 

 quasi-equity investments, in the form of subordinated loans, ensuring the 

right to acquire at least 51 % of all shares of the company in case of a 

default event by converting the loan into equity (the hybrid measures); 

 investments in corporate bonds, including convertible bonds, to be 

purchased on the primary market provided that they are listed on the 

Nasdaq Riga regulated market or in a multilateral trading system (non 

convertible bonds will also be referred to as “the debt measures”, 

convertible bonds will also be referred to as “the hybrid measures”). 

  
 

(18) The Fund will invest at the following conditions:  

(a) the Fund manager will ensure that the selected financial instruments are 

appropriate to address the company's funding needs;  

(b) the investment will not exceed the minimum needed to ensure a 

company’s viability. For recapitalisation measures, the cap will be set at 

the differential between the beneficiary’s capital structure on 31 December 

2019 and that at the time of the transaction (the maximum recapitalisation 

will be calculated based on the debt/equity ratio);  

(c) the maximum amount invested by the Fund in any one beneficiary is EUR 

10 million;  

(d) for recapitalisation measures, the share price will correspond to a price 

that does not exceed the average share price of the company over the 15 

days preceding the request for the investment in the company's share 

capital; the value of non-exchange traded equity securities will be 

determined by an independent expert valuation; 

(e) in order to incentivise the company to buy back the Fund's equity stake 

acquired through the Measures, a step-up will be activated according to 

the following criteria: (i) if after five years  from acquiring its equity stake, 

the Fund has not exited it in full, its participation will be increased by at 

least 10% of the remaining participation; (ii) if after six years from 

acquiring its equity stake, the Fund has not exited in full, its participation 

will increase by at least another 10%. The Latvian authorities submit that 

the step-up principles are in line with market practice, because in general 

market investors do not sell their participation gradually but sell in full to 

achieve maximum returns on investment.  

(f) If investments for debt measures do not exceed 2/3 of the benefiaicay’s 

annual wage bill for 2019 or for the last year available or 8.4% of the 

beneficiary’s total turnover in 2019, they will have the following features: 
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– have a maximum maturity of six years; 

– bonds will not be purchased or loan contracts signed later than 31 

December 2020; 

– the investment will be provided for working capital and investment 

financing 

– the interest rate will be calculated taking into account the duration 

of the instrument and the rate will not be lower than the base rate 

(1-year IBOR  plus:  

Company size  Year 1 Years 2 – 3 Years 4 - 6 

Large enterprises 250 bps 300 bps 400 bps 

 

(g) investments carried out through debt measures that will be above the 

ceilings set out in point 27bis (i) and (ii) of the Temporary Framework 

will follow the conditions of its section 3.11; they will in particular always 

have the following features: 

– have a maximum maturity of six years; 

– have a minimum remuneration of no less than the base rate (1-year 

IBOR  plus:  

  

Company size  Year 1 Years 2 – 3 Years 4 - 5 Years 6 - 7 

Large enterprises 250 bps 350 bps 500 bps 700 bps 

 

(h) hybrid instruments will at least have the following the features:  

– have a maximum maturity of five years; 

– rank senior to equity (before conversion); 

– have mandatory coupon payments;  

– have a conversion option for the State when obligations are not met 

or at predetermined events8; 

– have a conversion price of 5 % or more below the Theoretical Ex-

Rights Price (TERP) at the time of the conversion;  

– have a planned remuneration of between 8 and 14%, while never 

falling below a minimum remuneration of the base rate (1-year 

IBOR ) plus:  

  

                                                 
8  I.e. negative accounting equity or other liquidity event, breach of covenants or other material terms. 
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Company size  Year 1 Years 2 – 3 Years 4 - 5 Years 6 - 7 

Large enterprises 250 bps 350 bps 500 bps 700 bps 

(i) if two years after the conversion of a hybrid instrument into equity, the 

Fund has not exited its participation in full, the Fund’s participation will 

be increased by at least 10% of the remaining participation; 

(j) beneficiaries of an investment by the Fund can at any time buy back the 

equity stake that the Fund has acquired through the Measures. The buy-

back price will be the higher amount of one of the following amounts: (i) 

the nominal investment by the Fund increased by an annual interest 

remuneration that is at least 200 basis points higher than a variable basis 

rate as defined in point f) above; or (ii) the market value of the shares at 

the moment of the buy-back.  

(k) the Fund may sell at any time its equity investment at a market price to 

purchasers other than the company. The sale will be made by the Fund 

agreeing a sales price with potential purchasers or through a sale on the 

stock exchange. 

(l) in order to prevent undue distortions of competition, beneficiaries of an 

investment by the Fund other than those described in recital(18)(f) must 

not engage in aggressive commercial expansion financed by the received 

investment. Beneficiaries must also not take excessive risks nor advertise 

received recapitalisations for commercial purposes; 

(m) beneficiaries of a recapitalisation will be prevented from acquiring a more 

than 10% shareholding in companies (others than linked companies) in the 

same line of business, including upstream and downstream operations; 

(n) beneficiaries of an investment by the Fund are prohibited from using the 

received recapitalisation to cross-subsidise other economic activities of 

linked companies in the meaning of Article 3(3) of the General block 

exemption Regulation (GBER)9that were already in economic difficulties 

on 31 December 2019. Clear accounting separation will be put in place in 

integrated companies to demonstrate that the recapitalisation measure does 

not benefit those activities; 

(o) as long as the Fund's investment other than those described in 

recital(18)(f)has not been redeemed, the Fund, which is entitled to lay 

down restrictions on the company’s operations, will prohibit dividend pay-

outs, non-mandatory coupon payments or share buy-back (other than in 

relation to the Fund) and set restrictions on the issuance of loans, the 

approval of large-scale transactions; 

(p) as long as at least 75% of the Fund’s investment other than those 

described in recital(18)(f) has not been redeemed, the remuneration of the 

members of the management board of beneficiaries will not exceed their 

                                                 
9  Commission Regulation (EU) N°651/2014 of 17 June 2014 declaring certain categories of aid 

compatible with the internal market in application of Articles 107 and 108 of the Treaty. OJ L187 of 

26.6.2014, p.1. 



 

9 

remuneration on 31 December 2019. For persons becoming member of the 

board on or after receiving the investment, the applicable limit is the 

lowest remuneration of any of the member of the board on 31 December 

2019. Members of the board may not receive bonuses, other variable or 

comparable remuneration elements; 

(q) the Fund manager will make its investment decision on the basis of a 

viable business plan developed by the undertaking, which includes a 

description of the company’s operations, collateral and liquidity, scenario-

based financial calculations and projections, business viability assessment, 

a detailed and credible strategy to solve the negative effect of the COVID-

19 outbreak on the company, a description of the projected use of the 

Fund’s investment, information how the planned investment supports the 

company's activities in line with Union objectives and national obligations 

related to the green and digital transformation, including the Union 

objective of climate neutrality by 2050, as well as a realistic strategy for 

the Fund’s exit from the company’s capital/debt. The exit strategy will 

include a repayment schedule and the measures that the company will take 

to abide by the repayment schedule. 

(r) in line with the requirement set out in Annex III of GBER and in section 4 

of the Temporary Framework, Altum will publish relevant information on 

each individual Fund investment within three months from the moment of 

the granting. Moreover, the Fund will keep detailed records of all 

investments it carries out for ten years from the date of granting. The 

records will be submitted to the Commission upon request. 

(s) beneficiaries of an investment by the Fund will publish, every 12 months 

from the date of granting and until the moment the investment is 

redeemed, on their website information on the use of the investment 

received, including information on how the funding has supported the 

company's activities in the context of Union objectives and national 

obligations linked to the green and digital transformation, including the 

Union objective of climate neutrality by 2050.  

(t) beneficiaries of investments by the Fund will report every 12 months from 

the date of granting of the investment to the Fund manager on the progress 

in the implementation of the repayment schedule and the compliance with 

the conditions laid down in recital (18)(l) to (18)(p); 

(u) Latvia will provide annual reports to the Commission regarding the Fund’s 

activities, the implementation of the repayment schedules and compliance 

with the obligations described in recital (18) points l) to p);  

(v) in case of recapitalisation measures, if six years after the recapitalisation 

the Fund’s intervention has not been reduced below 15% of equity, Latvia 

will notify a restructuring plan in accordance with the Rescue and 

Restructuring Guidelines10 to the Commission for approval. If the 

                                                 
10  According to the definition laid down in Article 2(24) of Commission Regulation No 651/2014 of 17 

June 2014 declaring certain categories of aid compatible with the internal market in application of 

Articles 107 and 108 of the Treaty.  



 

10 

beneficiary is not a publicly listed company, that condition will be applied 

after seven years from the date of granting of the investment. 

2.5. Beneficiaries of the Measures 

(19) The Measures are targeted at large11 undertakings active in Latvia, in the sectors 

described in recital (27), that are economically viable, save for difficulties they 

might be facing because of disruptions due to the COVID-19 outbreak.  

(20) The Fund manager takes a decision on the granting of aid based on an application 

submitted by the potential beneficiary and a viable business plan developed by the 

undertaking, which includes a description of the company’s operations, collateral 

and liquidity, scenario-based financial calculations and projections, business 

viability assessment, a detailed and credible strategy to solve the negative effect 

of the COVID-19 outbreak on the company, a description of the projected use of 

the Fund’s investment, information how the planned investment supports the 

company's activities in line with Union objectives and national obligations related 

to the green and digital transformation, including the Union objective of climate 

neutrality by 2050, as well as a realistic strategy for the Fund’s exit from its 

participation in the company. The exit strategy will include a repayment schedule 

and the measures that the company will take to abide by the repayment schedule. 

Aid will only be granted to undertakings that are economically viable and need 

the funding in order to mitigate the temporary impact of the COVID-19 outbreak 

on their business operations, or to transform their former business model, 

adjusting it to post-COVID-19 market demand by contributing to its re-

development and expansion, or by restructuring its operations, increasing 

manufacturing or service delivery capacities, penetrating new or reviewing 

existing markets and products or services, or attracting additional working capital 

in order to ensure the business operations. 

(21) Aid will only be granted to undertakings that have submitted a business plan that 

proves that it has been affected by COVID-19 and it has left consequences on the 

financial situation of the company. In particular, one of the following conditions 

must be met: 

(a) the operational finance data show that the company’s total turnover in any 

three consecutive months of 2020 has decreased by at least 30% compared 

to the corresponding period in 2019, or  

(b) the company’s trade receivables in any three consecutive months of 2020 

have increased by at least 30% compared to the corresponding period of 

2019, or  

(c) the company has experienced significant delays or cancellations in the 

supply of raw materials in 2020, or  

                                                 
11  Within the meaning of Commission Recommendation of 6 May 2003 concerning the definition of 

micro, small and medium-sized enterprises; OJ L 124, 20.5.2003, p. 36. 
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(d) the company has experienced significant changes in the terms of payment 

for raw materials in 2020, which had a negative effect on the company’s 

cash flow, or  

(e) the company has experienced a significant number of cancelled customer 

orders in 2020, or  

(f) the company has experienced labour shortages in 2020 due to self-

isolation of employees, as a result of which it has been forced to cease its 

economic activity, partly or fully, or  

(g) other grounds for COVID-19 impact. 

(22) Aid will only be granted to undertakings that without the Fund intervention would 

go out of business or would face serious difficulties to maintain its operations.  

(23) Aid will only be granted to undertakings that have submitted a business plan that 

proves that the Fund intervention is needed and it is in the common interest to 

intervene. In particular, at least one of the following conditions must be met: 

(a) the company operates in an industry with high added value; 

(b) the company employs a large number of people and makes large State 

mandatory social contributions and personal income tax payments into the 

State budget; 

(c) the company is involved in innovation and/or manufactures innovative 

products; 

(d) the company has an important systemic role in a particular sector; 

(e) the exit of the company concerned from the market would lead to an 

irremediable loss of important technical knowledge or expertise. 

(24) Beneficiaries that fulfil one or more of the following criteria are not eligible for 

the Measures:  

(a) capital company of a public person, a capital company controlled by a 

public person, a public private capital company, a private capital 

company, a subsidiary company, a state capital company, a capital 

company of a derived public person or a local government capital 

company in the meaning of the law on public person’s shares and 

management of capital companies 

(b) according to the information available in the administered tax (fee) 

debtors’ database of the State Revenue Service, the beneficiary has tax or 

fee debts, including debt of compulsory social security contributions that 

exceeds EUR 1,000 in total and that has not been approved a deferral 

payment, concluded agreement, or the State Revenue Service has not 

made a decision on the voluntary payment of delayed taxes; 

(c) insolvency proceedings have been declared by a judgment of court, or 

judicial protection proceedings have been implemented by a judgment of 

court, or non-judicial administrative procedure has been implemented by a 
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judgment of court, or undergoes process of bankruptcy, or their business 

activities have been terminated, or the company meets the criteria 

determined in the laws and regulations of insolvency field in order to 

request an insolvency proceedings for them at the request of creditors; 

(d) a recovery order applies to the beneficiary according to a previous 

decision of the Commission declaring the State aid as unlawful and 

incompatible with the internal market. 

(e) undertakings in excluded sectors as listed in recital (27). 

(f) the beneficiary is considered to be already in difficulty12 by 31 December 

2019.  

(25) Aid will only be granted following a written request. 

2.6. Sectoral and regional scope of the Measures 

(26) The Measures apply to the whole territory of Latvia.  

(27) They are open to all sectors except: retail sale of weapons and ammunition13, 

manufacture and sale of tobacco products14, sale of beverages15, gambling and 

betting activities16, financial and insurance activities17 and real estate activities18. 

2.7. Budget and duration of the Measures 

(28) The initial target size of the Fund is EUR 100 million. The State will provide 

capital financing to the Fund for EUR 50 million (see section 2.4.1) from the 

State budget and from ERDF funding, while the additional EUR 50 million will 

be provided by an investor as explained in recital (11). The Latvian authorities 

                                                 
12  As defined in Article 2(18) of Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring 

certain categories of aid compatible with the internal market in application of Articles 107 and 108 of 

the Treaty, OJ L 187, 26.6.2014, p. 1; Article 2(14) of 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, OJ L 

193, 1.7.2014, p.1; and Article 3(5) of Commission Regulation (EU) No 1388/2014 of 16 December 

2014 declaring certain categories of aid to undertakings active in the production, processing and 

marketing of fishery and aquaculture products compatible with the internal market in application of 

Articles 107 and 108 of the Treaty, OJ L 369, 24.12.2014, p. 37.  

13  NACE Rev. 2 group 47.78, Other retail sale of new goods in specialised stores 

14  NACE Rev. 2 Division 12, Manufacture of tobacco products, Group 46.35, Wholesale of tobacco 

products, and Group 47.26, Retail sale of tobacco products in specialized stores 

15  NACE Rev. 2 Group 46.34, Wholesale of beverages, Group 47.25, Retail sale of beverages in 

specialized stores 

16  NACE Rev. 2 Division 92, Gambling and betting activities 

17  NACE Rev. 2 Section K, Financial and insurance activities 

18  NACE Rev. 2 Section L, Real Estate Activities, Group 68.1, Buying and selling of own real estate, and 

Group 68.31, Real estate agencies 
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also indicate that there will be an open call for further investors to commit to the 

Fund. 

(29) The Fund may grant aid as from the adoption of the present decision until no later 

than 30 June 2021.  The Fund’s operation is in principle limited to seven years, 

with the option to extend this period by one year, if to do so is required for 

ensuring investment exit. 

2.8. Cumulation  

(30) The Latvian authorities confirm that for the same eligible costs the aid provided 

by the Fund will not be cumulated with other aid under decisions taken by the 

Commission in accordance with Temporary framework nor with other State aid 

meeasures. 

2.9. Monitoring and reporting 

(31) The Latvian authorities confirm that they will respect the monitoring and 

reporting obligations laid down in section 4 of the Temporary Framework 

(including the obligation to publish relevant information on each individual aid 

granted under the Measures on the comprehensive State aid website or 

Commission’s IT tool within 12 months from the moment of granting19).  

3. ASSESSMENT 

3.1. Lawfulness of the Measures and of the extension of the remit of Altum 

(32) By notifying the Measures before putting them into effect, the Latvian authorities 

have respected their obligations under Article 108(3) TFEU. 

(33) As regards the management of the Fund that will implement the Measures, 

recitals 38 to 45 of the 2015 decision describe the remit of Altum. In particular, 

recital 42 explains that what is now Altum would “[…] implement schemes 

already approved by the Commission and implemented by the former MLB, the 

LGA or the RDF. […and Altum] may introduce in the future compatible aid 

schemes that require notification to and approval by the Commission, in line with 

the specific State aid guidelines and rules”. Recital 126 of the 2015 decision 

reminds the Latvian authorities that they must notify plans to modify the remit of 

Altum for approval by the Commission prior to implementation.  

(34) By notifying the extension of Altum’s remit consisting in the management of the 

Fund that will implement the Measures, the Latvian authorities have satisfied the 

obligation set out in the 2015 decision as well as their obligation to notify the 

alteration of an existing aid scheme. 

                                                 
19  Referring to information required in Annex III to Commission Regulation (EU) No. 651/2014, Annex 

III to Commission Regulation (EU) No 702/2014 and Annex III of the Commission Regulation (EU) 

No 1388/2014. For repayable advances, guarantees, loans, equity and other forms of aid, the nominal 

value of the underlying instrument will be inserted per beneficiary. 
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3.2. Existence of State aid 

(35) For a measure to be qualified as aid within the meaning of Article 107(1) TFEU, 

all the conditions set out in that provision must be fulfilled. First, the measure 

must be imputable to the State and financed through State resources. Second, it 

must confer an advantage on its recipients. Third, that advantage must be 

selective in nature. Fourth, the measure must distort or threaten to distort 

competition and affect trade between Member States. 

(36) The Latvian authorities notified the set-up of the Fund, which provides the 

Measures of financing to final beneficiaries. In the case of a fund, State aid may 

be present at several levels. The Commission will therefore assess whether State 

aid is present (i) at the level of the final beneficiaries, (ii) at the level of the 

investors in the Fund, (iii) at the level of the Fund manager, and (iv) at the level 

of the Fund itself. 

3.2.1. Existence of State aid at the level of the final beneficiaries  

(37) The Measures are imputable to the State, since the Fund is established by the 

Latvian State based on a government regulation (recital (9)). It is, at least partly, 

financed through State resources, since part of its capital is provided from public 

funds – national budget and ERDF funding  (recital (11)).  

(38) The Measures provide debt securities, equity and hybrid instruments to their 

beneficiaries at terms that they would not have otherwise been able to secure on 

the market. According to Latvia, market financing is currently not sufficiently 

available for large enterprises (see recital (6)) and this Fund would not have been 

created without the intervention of the State. The Measures thus confer an 

advantage on the beneficiaries that they would not have obtained under normal 

market conditions. 

(39) The advantage granted by the Measures is selective since, inter alia, only large 

undertakings are eligible to apply for it (small and medium size enterprises are 

excluded from it), and it applies only to certain sectors (recitals (24) and (27)). 

(40) The Measures are liable to distort competition since they strengthen the 

competitive position of their beneficiaries by providing funding which otherwise 

they could not have obtained at all or not at the same conditions. The Measures 

are also liable to affect trade between Member States, since those beneficiaries 

may be active in sectors in which intra-Union trade exists. 

3.2.2. Existence of State aid at the level of the investors 

(41) The Commission notes that, as described in recitals (12) to (14), the Fund will be 

managed on a commercial basis with the objective of making a profit. All 

investors will have a vote in the Fund’s Advisory Board, regardless of the capital 

committed, which will dilute the State’s voting rights. Moreover, the market 

investors will get no preferential investment terms but will invest on the same 

terms as the State. Indeed, the risk sharing will be equal between the State and the 

investors. They will be ranked at the same level in the Fund’s distribution 

waterfall and in particular they will receive investment returns or share losses on 

equal terms (in proportion to their share in the Fund). Latvia also submits that the 

voting rights at the Fund's shareholders meeting will be proportionate to each 
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investor's committed capital. Therefore, the Commission concludes that there will 

be no advantage and therefore no aid granted to the investors in the Fund. 

3.2.3. Existence of State aid at the level of the Fund manager 

(42) The Fund manager will be Altum (recital (14)). The remuneration of the Fund 

manager will consist of a management fee during and after the investment period 

set at 2% (and that can go up to 3% under exceptional circumstances) and a 

carried interest if the Fund earns excess returns (recital (15)). 

(43) The remuneration of the Fund manager is at least partly determined by the 

Latvian authorities (recital (15)) and is an inherent element of the Measures that 

are imputable to the State. The remuneration of the Fund manager will be 

partially financed through State resources (recital (11)). 

(44) The Commission notes that the remuneration paid by similar commercial funds, 

as submitted by Latvia (see recital (16)), is 2%. The Commission also notes from 

several sources20 that the most common remuneration for Fund managers in 

traditional private equity funds is 2% on committed capital during the investment 

period. In particular, a survey by MJ Hudson from 201921 shows that, on a sample 

of 100 private equity funds, 41 charged management fees between 1.8% and 2% 

during the investment period. The Commission also notes that the management 

fees in excess of 2% and up to maximum 3% will only be paid after getting the 

approval of the Advisory Council of the Fund, which ensures an extra control. 

Furthermore, the maximum level of 3% is in line with the maximum level set out 

in the Guidelines on State aid to promote risk finance investments. 

(45) The Commission moreover notes that carried interest is a common practice, in 

order to incentivise Fund managers. In the case at hand, the portion of carried 

interest to be attributed to the Fund manager will be negotiated between all 

investors as part of the Limited Partnership Agreement. In that regard, the 

Commission notes that a split of 80/20 is the most common practice for private 

equity funds (80% of the excess gains go to the investors and 20% to the fund 

manager). The Latvian authorities commit to ensuring that the carried interest to 

be attributed to the fund manager will not exceed 20% of excess gains. 

(46) The Commission therefore observes that the remuneration for the Fund manager 

is (i) in line with market practice for an equity fund (ii) is at least partly (for the 

carried interest) negotiated with all investors and (iii) is linked to the performance 

of the Fund. Therefore, the Commission concludes that the remuneration does not 

lead to an excessive remuneration of the Fund manager. 

                                                 
20  https://www.privatefundscfo.com/proportion-gps-charging-2-management-fee-doubles/  ; 

https://mjhudson-allenbridge.com/the-mj-hudson-allenbridge-alternative-risk-premia-fund-review-

2019/; https://www.icapitalnetwork.com/insights/education/an-explanation-of-private-equity-fees/  

21  https://mjhudson-allenbridge.com/the-mj-hudson-allenbridge-alternative-risk-premia-fund-review-

2019/ [The report itself is not available at this website, and requires the reader to apply to MJ Hudson 

to obtain it – please summarise the main conclusions of the report in this footnote. In particular, where 

do the other 59 surveyed funds fall in the spectrum of fees?] 

https://www.privatefundscfo.com/proportion-gps-charging-2-management-fee-doubles/
https://mjhudson-allenbridge.com/the-mj-hudson-allenbridge-alternative-risk-premia-fund-review-2019/
https://mjhudson-allenbridge.com/the-mj-hudson-allenbridge-alternative-risk-premia-fund-review-2019/
https://www.icapitalnetwork.com/insights/education/an-explanation-of-private-equity-fees/
https://mjhudson-allenbridge.com/the-mj-hudson-allenbridge-alternative-risk-premia-fund-review-2019/
https://mjhudson-allenbridge.com/the-mj-hudson-allenbridge-alternative-risk-premia-fund-review-2019/
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(47) Based on these elements, the Commission observes that prima facie the Measures 

do not appear to confer an economic advantage to the Fund manager. However, 

despite the absence of identical funds aimed exclusively at Latvian beneficiaries 

targeted by the fund, it cannot be excluded with absolute certainty that there could 

be a (limited) potential advantage insofar as similar beneficiaries or a few of those 

beneficiaries could be targeted by other funds managed by other fund managers. 

If there were an advantage, it would distort competition by strengthening the 

competitive position of the Fund manager in the market for the management of 

funds. It would also affect trade between Member States in those liberalised 

markets. 

3.2.4.  Conclusion on the existence of State aid 

(48) In view of the above, the Commission concludes that the Measures constitute aid 

to the final beneficiaries within the meaning of Article 107(1) TFEU. With 

respect to the Fund manager, the Commission cannot exclude with absolute 

certainty the presence of aid.  

3.3. Compatibility 

(49) Since the Measures involve State aid to the final beneficiaries  within the meaning 

of Article 107(1) TFEU, it is necessary to consider whether these Measures are 

compatible with the internal market. Moreover, given the absence of certainty as 

to the presence of aid to the Fund manager, the Commission also assesses the 

compatibility of that aid with the internal market.  

(50) Pursuant to Article 107(3)(b) TFEU the Commission may declare compatible 

with the internal market aid “to remedy a serious disturbance in the economy of a 

Member State”.  

(51) In the Temporary Framework, the Commission acknowledges (in section 2) that 

“the COVID-19 outbreak affects all Member States and that the containment 

measures taken by Member States impact undertakings”. The Commission 

concluded that “State aid is justified and can be declared compatible with the 

internal market on the basis of Article 107(3)(b) TFEU, for a limited period, to 

remedy the liquidity shortage faced by undertakings and ensure that the 

disruptions caused by the COVID-19 outbreak do not undermine their viability”. 

(52) The Measures aim to facilitate the access of undertakings to external finance and 

restore their capital at a time when the normal functioning of credit and capital 

markets is severely disturbed by the COVID-19 outbreak and that outbreak is 

affecting the wider economy and leading to severe disturbances of the real 

economy of Member States.  

3.3.1. Compatibility of aid at level of the final beneficiaries  

(53) The Measures are one of a series of measures conceived at national level by the 

Latvian authorities to remedy a serious disturbance in their economy. The 

Commission notes Latvia’s submission that the importance of the Measures to 

preserve employment and economic continuity is widely accepted by economic 

commentators and the Measures are of a scale which can be reasonably 

anticipated to produce effects across the entire Latvian economy. The Measures 

have been designed to meet the requirements of two specific categories of aid 
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((“Aid in the form of subsidised interest rates for loans” and “Recapitalisation 

measures for non-financial undertakings”) described in section 3.11 of the 

Temporary Framework.  

(54) The Commission accordingly considers that the Measures are necessary, 

appropriate and proportionate to remedy a serious disturbance in the economy of 

a Member State and meet all the conditions of the Temporary Framework, in 

particular:  

– The maximum maturity of hybrid instruments is five years (recital 

(18)(h) and the maximum maturity of debt instruments is six years 

(recital (18)(h)).  

– For hybrid instruments (convertible loans and bonds), interest rates 

before conversion are equal to the base rate (1-year IBOR)22  plus a 

minimum credit margin that is in line with the table included in 

point 66 of the Temporary Framework (recital (18)(h)) and the 

hybrid instruments of the Measures therefore comply with points 

47 and 66 of the Temporary Framework.  

– Debt instruments that do not exceed 2/3 of the annual wage bill of 

the beneficiary as defined in point 27(d)(i) of the Temporary 

Framework or 8.4% for the beneficiary’s total turnover in 2019 

will be granted before 31/12/2020, will have a maximum maturity 

of 6 years, a remuneration at least equal to the one set out in recital 

(18)(f) and will relate to investment or working capital needs. They  

thus comply with point 27bis of the Temporary Framework.  

– Recapitalisation and hybrid instruments are granted at the latest by 

30 June 2021 (recital (29)) and therefore comply with point 48 of 

the Temporary Framework. 

– Recapitalisation, hybrid and debt instruments are only provided to 

companies that would otherwise go out of business or would face 

serious difficulties to maintain their operations (recital (22)) and 

therefore comply with point 49(a) of the Temporary Framework. 

– Recapitalisation, hybrid and debt instruments will only be provided 

where it is in the common interest to intervene, as investments are 

only provided to companies whose failure would likely involve 

social hardship or market failure due to a significant loss of 

employment, the exit of an innovative company, the exit of a 

systemically important company or the risk of disruption to an 

important service (recital (23)). In particular, the Fund manager 

will verify that all of the following conditions are fulfilled before 

making an investment decision: (i) the beneficiary operates in an 

industry with high added value; (ii) the beneficiary employs a large 

number of people and makes large State mandatory social 

                                                 
22  Base rates calculated in accordance with Communication from the Commission on the revision of the 

method for setting the reference and discount rates (OJ C 14, 19.1.2008, p. 6). 
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contributions and personal income tax payments into the State 

budget; (iii) the beneficiary is involved in innovation and/or 

manufactures innovative products. The Measures therefore comply 

with point 49(b) of the Temporary Framework. 

– The Latvian authorities explain that in the current circumstances, 

financing instruments of sufficient size to alleviate the impact of 

the COVID-19 outbreak on large companies are not available in 

Latvia and that this Fund is a global answer to the problem that 

large companies in Latvia lack access to financing on the market at 

affordable terms and that there are no other instruments offered in 

the Latvian market to ensure their operational continuity (see 

recital (6)). Therefore, the condition of point 49(c) of the 

Temporary Framework is respected for all companies invested in 

by the Fund. 

– Undertakings already in difficulty on 31 December 2019 are 

excluded from benefitting from the Measures (recital(24)(f)) which 

therefore comply with point 49(d) of the Temporary Framework. 

– Recapitalisation, hybrid and debt instruments are provided only 

following a written request for such instruments by the beneficiary 

(recital (25)) and therefore comply with point 50 of the Temporary 

Framework.  

– The recapitalisation amount will not exceed the minimum needed 

to ensure the viability of the beneficiary, and not go beyond 

restoring the capital structure of the beneficiary to the one 

predating the COVID-19 outbreak. The cap for recapitalisation will 

be set at the differential between the capital structure of the 

beneficiary on 31 December 2019 and at the time of the transaction 

(recital (18)(b)). The Measures therefore comply with point 54 of 

the Temporary Framework.  

– A capital injection by the Fund will be conducted at a price that 

does not exceed the average share price of the beneficiary over the 

15 days preceding the request for the capital injection, or an 

estimation of its market value by an independent expert if the 

beneficiary is not publicly listed (recital (18)(d)) and therefore 

complies with point 60 of the Temporary Framework.  

– The Measures include a step-up mechanism (recital (18)(e)) to 

incentivise the company to buy back the Fund's equity stake. In 

particular, it will be activated according to the following criteria: 

(i) if after five years  from acquiring its equity stake, the Fund has 

not exited it in full, its participation will be increased by at least 

10% of the remaining participation; (ii) if after six years from 

acquiring its equity stake, the Fund has not exited in full, its 

participation will increase by at least another 10%. In line with 

point 62 of the Temporary Framework, that step-up mechanism 

represents an alternative to the one proposed under point 61 but 

leads to a similar outcome with regard to the incentive effect on the 

exit of the State and a similar overall impact on the State’s 
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remuneration. In particular, while the step-up will be activated 

after five years, as compared to four years in point 61 of the 

Temporary Framework, it will be activated even if the State retains 

only 1% of its participation at that point in time, while point 61 of 

the Temporary Framework would require a full sale of the State 

participation only after six years. Furthermore, for companies that 

are not publicly listed, point 61 of the Temporary Framework 

allows the step-up to kick in only after five years for the first time 

and after seven years for a full exit. Thus, for companies that are 

not publicly listed, the Fund’s step-up mechanism is more 

demanding and favours exit for the Fund faster than the one 

required by the Temporary Framework, as it requires a full exit 

after five years and not after seven years. Moreover, as set out in 

recitals (12)  and (14) the Fund will be commercially managed and 

will invest on market terms, alongside with market investors. This 

will tend to maximise the State’s remuneration for its investment. 

This is also demonstrated by the fact that as set out in recital 

(18)(h), the State’s  remuneration for hybrid instruments will aim 

to reach between 8 and 14% and would thus in  most cases be well 

above the minima required in point 66 of the Temporary 

Framework. It follows that the alternative step-up mechanism of 

the Fund leads overall to a similar outcome with regard to the 

incentive effects on the exit of the Fund and to a similar overall 

impact on the remuneration of the State. The step-up mechanism 

planned to be applied therefore complies with point 62 of the 

Temporary Framework. 

– The capital injection can be bought back by the beneficiary at any 

time, while taking into account an appropriate remuneration 

(recital (18)(j)). Furthermore, the State may sell at any time its 

equity participation at market prices to purchasers other than the 

beneficiary, following an open and non-discriminatory consultation 

(recital (18)(k)). The Measures therefore comply with points 63 

and 64 of the Temporary Framework.  

– The Commission notes that the conditions of the hybrid 

instruments notified by Latvia embed limited risk characteristics 

(e.g. the maturity is limited to five years, the coupon payments are 

mandatory, the State has a conversion option in case of certain 

predetermined events). The Commission considers that it is 

therefore appropriate to not require additional extra margins above 

the minimum rates reflected in the Table included in point 66 of 

the Temporary Framework. The margins notified by Latvia comply 

with the minimum remuneration of that Table (recital (18)(h)). The 

Measures therefore comply with the remuneration provisions 

included in points 65 and 66 of the Temporary Framework.   

– The conversion options for hybrid instruments are conducted at 5% 

or more below the TERP at the time of the conversion 

(recital (18)(h)). The Measures therefore comply with point 67 of 

the Temporary Framework.   
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– After conversion of the hybrid instrument into equity, a step-up 

mechanism increases the shareholding of the State to incentivise 

the beneficiaries to buy back the equity (recital(18)(i)). The 

Measures therefore comply with point 68 of the Temporary 

Framework.   

– Beneficiaries of investments other than those described in recital 

(18)(f) are not allowed to take excessive risks and to engage in 

aggressive commercial expansion financed by State aid granted by 

the Fund (recital ((18)(l)). Therefore, the measure complies with 

point 71 of the Temporary Framework. 

– Beneficiaries of investments other than those described in recital 

(18)(f) are not allowed to advertise the investment by the Fund for 

commercial purposes (recital (18)(l)). The Measures therefore 

comply with point 73 of the Temporary Framework.   

– As long as the investment of the Fund other than those described in 

recital (18)(f) is not repaid in full, beneficiaries are not allowed to 

acquire a more than 10% stake in competitors or operators in the 

same line of business (recital (18)(m)), except with the 

Commission’s approval under exceptional circumstances. The 

Measures therefore comply with points 74 and 75 of the 

Temporary Framework.  

– Beneficiaries are prohibited from using the received 

recapitalisation to cross-subsidise other economic activities of 

integrated undertakings that were already in economic difficulties 

on 31 December 2019 (recital (18)(n)). The Measures therefore 

comply with points 76 of the Temporary Framework   

– As long as the Fund’s equity resulting from the recapitalisation has 

not been fully redeemed, beneficiaries cannot make dividend 

payments or non-mandatory coupon payments, oor buy back 

shares, other than in relation to the Fund (recital (18)(o)). The 

Measures therefore comply with point 77 of the Temporary 

Framework.   

– As long as at least 75% of the investment of the Fund other than 

those described in recital (18)(f) has not been repaid, a cap on the 

remuneration of management is applied as included in point 78 of 

the Temporary Framework (recital (18)(p)). The Measures 

therefore comply with point 78 of the Temporary Framework.   

– Before making an investment, the Fund will require from any 

company to present a realistic strategy for the Fund’s exit. The exit 

strategy will also include a repayment schedule and the measures 

that the company will take to abide by the repayment schedule 

(recital (18)(q)). The measures therefore comply with points 79 and 

81 of the Temporary Framework. 

– Beneficiaries of the recapitalisation will have to report to the Fund 

on the progress in the implementation of the repayment schedule as 
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well as the compliance with the obligations described in recitals 

(18)(l) to (18)(p) within 12 months of the repayment schedule’s 

presentation, and thereafter periodically every 12 months 

(recital (18)(q)). The Measures therefore comply with point 82 of 

the Temporary Framework. 

– As long as the recapitalisation by the Fund has not been fully 

redeemed, beneficiaries of the recapitalisation will, within 12 

months from the date of the granting of the aid and thereafter 

periodically every 12 months, publish information on the use of the 

aid received. In particular, this should include information on how 

their use of the aid received supports their activities in line with 

Union objectives and national obligations linked to the green and 

digital transformation, including the Union objective of climate 

neutrality by 2050 (recital (18)(s)). The Measures therefore comply 

with point 83 of the Temporary Framework. 

– Latvia will provide annual reporting to the Commission regarding 

the Fund’s activities, the implementation of the repayment 

schedules and compliance with the obligations described in recitals 

(18)(l) to (18)(p) (recital(18)(u)). The Measures therefore comply 

with point 84 of the Temporary Framework. 

– Latvia will notify a restructuring plan if six years after a 

recapitalisation measure the Fund’s intervention has not been 

reduced below 15% of the beneficiary’s equity. Point 85 of the 

Temporary Framework sets out that if the beneficiary is not a 

publicly listed company, Member States may decide to notify a 

restructuring plan only if the Fund’s intervention has not been 

reduced below the level of 15% of equity seven years after the 

recapitalisation (recital (18)(v)). The Measures providing for 

notification of restructuring plans therefore comply with point 85 

of the Temporary Framework. 

(55) The Latvian authorities confirm that the monitoring and reporting rules laid down 

in section 4 of the Temporary Framework will be respected (recital (31)). The 

Measures therefore comply with section 4 of the Temporary Framework. 

(56) The Latvian authorities confirm that the aid under the Measures may not be 

cumulated with any other aid under the  Temporary Framework (recital (30)). The 

Measures therefore comply with point 26bis of the Temporary Framework. 

(57) The Commission therefore considers that at the level of the final beneficiaries, the 

Measures are necessary, appropriate and proportionate to remedy a serious 

disturbance in the economy of Latvia and are, thus, compatible with the internal 

market under Article 107(3)(b) TFEU since they meet all the relevant conditions 

of the Temporary Framework. 

3.3.2. Compatibility of possible aid to the Fund manager 

(58) The Commission cannot fully exclude that there is aid to the Fund manager 

(recital (47)). Therefore, the Commission needs to assess the compatibility of 

such potential aid. The Commission finds that the Temporary Framework is not 
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applicable to the possible aid granted to the Fund manager. However, the 

objectives of the Temporary Framework can provide guidance as far as relevant 

in examining the possible aid to the Fund manager directly under Article 

107(3)(b) TFEU. 

(59) As for any derogation from the prohibition on State aid enshrined in Article 

107(1) TFEU, the compatibility exception pursuant to Article 107(3)(b) TFEU 

must be interpreted and applied restrictively. Such a strict application requires 

taking into account, in particular, the nature and the objective seriousness of the 

disturbance of the economy of the Member State concerned, on the one hand, and 

the appropriateness, necessity and proportionality of the aid to address it, on the 

other. 

(60) The Commission concluded in the Temporary Framework that “State aid is 

justified and can be declared compatible with the internal market on the basis of 

Article 107(3)(b) TFEU, for a limited period, to remedy the liquidity shortage 

faced by undertakings and ensure that the disruptions caused by the COVID-19 

outbreak do not undermine their viability”. The Commission notes that the 

possible aid to the Fund manager aims to remedy a serious disturbance of the 

economy and to set up a fund structure able to attract investors to the Fund. 

Therefore, it helps to increase the size of the Fund so that the Fund can implement 

a higher volume of Measures, which, in line with the Temporary Framework, the 

Commission considers necessary, appropriate and proportionate to remedy a 

serious disturbance in the economy of Latvia (see reasoning in section 3.3.1). The 

aid granted to the Fund manager is therefore necessary to attain the objective 

pursued by the Temporary Framework and is thus also justified to remedy a 

serious disturbance in the economy of Latvia. 

(61) As regards appropriateness, the Commission observes that the establishment of 

the Fund aims at restoring the liquidity and capital position of companies at a time 

when the normal functioning of credit and capital markets is severely disturbed by 

the COVID-19 outbreak. The Commission also notes that this outbreak is 

affecting the wider economy and leading to severe disturbances of the real 

economy of Member States. The range of instruments provided under the 

Measures and the possibility to attract investors require the set-up of a complex 

fund structure and dedicated management. Due to its established presence and 

knowledge as provider of finance of undertakings active on the Latvian market, 

the designation of Altum as Fund manager through the notified extension of its 

remit for this specific mission is apt to contribute to temporarily remedying the 

market gap identified by the Latvian authorities in the economic situation and 

circumstances following the COVID-19 outbreak. The Commission therefore 

concludes that any potential aid benefitting the Fund manager is appropriate in 

view of the objective of the Measures. 

(62) As regards necessity, the Commission notes that the remuneration of the Fund 

manager is in line with market practice and is linked to performance, i.e. it does 

not lead to an excessive remuneration of the Fund manager (recital ((46)). The 

Commission therefore concludes that any potential advantage for the Fund 

manager is necessary in view of the objective of the Measures, i.e. channelling 

funds to the real economy in order to restore the liquidity and capital position of 

companies in view of the disruption of the normal functioning of credit and 

capital markets caused by the COVID-19 outbreak. 
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(63) As regards proportionality, the Commission observes that the main economic 

effect for the Fund manager stems from the remuneration. The Commission 

recalls its conclusion that the remuneration of the Fund manager does not exceed 

the level observable under normal market conditions (recital (46)). The 

Commission therefore concludes that any potential economic advantage for the 

Fund manager is limited to the minimum necessary. On this basis, the 

Commission concludes that any potential aid to the Fund manager is 

proportionate in view of the objective of the Measures. 

(64) As set out in recital (2), the perimeter of the initial remit of Altum was assessed 

and approved under Article 107(3)c TFEU. The  extension of its remit as manager 

of the Fund occur in circumstances of economic disturbance caused by the 

COVID-19 outbreak and ensuing disruption of the normal functioning of credit 

and capital markets, which show indications of shortages and market gap in 

Latvia (see recital (6)). In those circumstances, the extension of the remit of 

Altum to manage the Fund is necessary and proportionate since it is limited in 

scope and is at present not crowding out other financial institutions which could 

be apt to manage the Fund or potentially compete with Altum in providing 

finance of the type and extent provided through the Measures.   

Conclusion 

(65) The Commission concludes that any possible aid within the meaning of Article 

107(1) TFEU that may benefit the Fund manager as a result of the Measures is 

compatible with the internal market. Since any such aid, should it exist, would in 

any event be compatible with the internal market, the extension of the remit of 

Altum to manage the Fund is also compatible with the internal market.  

(66) In view of all the above elements the Commission concludes that the notified 

measures will have positive effects for the recovery of the Latvian economy after 

the COVID-19 outbreak. The design and cumulated effects of the Measures are 

proportionate and appropriate to meet their  objectives and are mitigated by the 

contribution of market investment. Finally, the Measures are designed in a way 

that limits their negative effects on competition and trade between Member 

States, and such negative effects are in any event outweighed by the positive 

effects of the Measure. 
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4. CONCLUSION 

The Commission has accordingly decided : 

 not to raise objections to the aid provided to the final beneficiaries and the Fund 

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

Article 107(3)(b) of the Treaty on the Functioning of the European Union and 

 not to raise objections to the extension of the remit of Altum to manage the Fund 

that will implement the aid on the grounds that it is compatible with the internal 

market pursuant to Article 107(3) (b) juncto (c) of the Treaty on the Functioning 

of the European Union.  

Yours faithfully,  

For the Commission 

 

Margrethe VESTAGER 

Executive Vice-President 

           

       


