DEPARTMENT OF FINANCE & PERSONNEL

Arches Centre ‘
11-13 Bloomfield Avenue
Belfast BT5 S5HD

Tele: 01232 520400
GTN: 440 -

Dr J Milligan

UKRep

Rond Point

Robert Schumann 6

1040 Brussels '

BELGIUM /6 February 1996

Dear j“fi’

EU SPECIAL SUPPORT PROGRAMME FOR PEACE AND RECONCILIATION:
S8TATE AIDS

I enclose a copy of a letter from the Department of Economic
Development (DED) concerning the formal notification under the State
Aids legislation of the Interest Relief Subsidy Scheme proposed under
the Special Support Programme for Peace and Reconciliation. I would
be grateful if you could lodge it formally with the European
Commission on our behalf.

I understand that Robin McMinnis of DED has already been in contact
with your colleague Anthony Murphy about the Scheme.

I am copying this letter to Robin Blake (DTI) and to Esben Poulsen
(DGXVI) .

Yours sincerely

LINDA WILSON (MISS)

PP-LWi-8787
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Netherleigh

Mussey Avenue, Belfast BTd 2P
[elephone (0232) 529900 ext
Facsimile (0232) S29550

Commission of the European Communities
Directorate General IV/E/3

Rue de la Loi 200

B-104% Brusesels

STATE AIDS NOTIPICATION

Under Measure 1 of Sub-Programme 5 (Productive Investment and Industrial
Development) of the Special Support Programme for Peace and Reconciliation
in Northern Ireland and the Border Counties of Ireland, approved by the
European Commission in July 1995, the Commission and the European
Investment Bank propose to introduce an interest relief subsidy scheme for
new inveatment and related services and touriem projects within the areas

eligible under the Programme.

The proposed scheme is outlined in the attached document and envisages the
provieion of an interest relief subsidy at 4% for a maximum of S5 years on
approved loans for small and medium-sized enterprises. Under the terms aof
the 8pecial Support Programme the United Kingdom is committed to making

the necessary matching funding available (25%). It ig estimated that the
United Kingdom contribution to the scheme is unlikely to exceed £6 million
in total; thie will be dispersed over a considerable number of SMEs -rather

than be directed to a particular industry or project.
1. Objective:

The aim is to create a positive investment c¢limate which will

contribute to economic development growth and employment,
especially in the most deprived areas and thereby facilitate

reconciliation within Northern Ireland.
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2% Member State:

United Kingdom

3. Structural Fund involved:

European Regional Development Fund

4. Region:

Northern Ireland

b Title of Sub-Programme:

Productive Investment and Industrial Development

6. Title of Measure:

Inveetment Promotion

% Title of Sub-Measure:

Not applicable

a. Name of the aid to be co-financed:

Interesc Relief Subsidy Scheme

9. Thia aid falls within the provisions of Article 92-94 of the EEC

Treaty and appears to the UK authorities to require formal

notificatien.
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The proposed scheme has been daveloped in consultation with DG XVI
of the European Commiseion which has indicated its gupport for the

Measgure.

Department of Fconomic Development

Northern Ireland

(L February 1996
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COMMUNITY INITIATIVE FOR PEACE AND
RECONCILIATION IN NORTHERN IRELAND
AND THE SIX BORDER COUNTIES

Outline of proposed Interest Subsidy Schema !

1. CONCEPT: o

2. AVAILABILITY PERIOD:

3. LEVEL AND DURATION

OF SUBSIDY: -

1

A schams with comprehensive cross community and geographic
coverage; to encourage a wide range of preductive Investment in
indusiry end reieted Servicea and tourlam, in large and small
urBan eentres and cural areas throughowt Northem lrefand and the
sit border counties: wilh @anly fauncn, immedialo impea and a
fimiled period of availabllity in order to accalerste and stimulate
investment 3QUvity.

The aim is to cregie § positive investment cimate and meantallly
throughowt - the  sres, which will comrnbule {0 economlc
davelopment, gromth and employment (especally in the most
deprived areas) and thereby faciltate recaneitigtion.

The scheme.will be svailable for 16ans approved up w 31.12.68,
a period which s sufficiently limdes to stimulate eanty investment,
but lang encugh © give project promoters lime to prepare proper
plans for prejects.

The ccheme shauid give sufficiant Incontive 10 make a aiffsrenca,
pardcuiarly 10 Influence promoters to bring forward investment
projects.

The level and duration should bes encuah to make a significom
reduction In real imoerest rutes, and thersfore in financial charges.
during thc, construetion and sady operailg years of 1he
invastment prejscts.

TS A0t ML been Dretrad By EIN 16 dufire (e MuasLrT fo¢ TMom? Autmiden Guaugh EIB° UNGer the DATHY,

. YOy
IMasmam A (INSUGH DRveiepfrem. Thic revinlan reaxise adificatiam 20ar frOvey cangyEITONS WRA haAkR, the
Carvemiceion and he Natanal AUDYOriise. Eame iwray of the Bropmed ectee e 0 b Ds >pesd Duwewn O

responslble sulharites.



DB

16-NOV. " 95 (THU) 13:48 P § / ANNEX

4.

5,

BENEPFIT OF 5UBSIDY:

FIELD / CRITERIA !
PRIORITIES:

..15.NOV’S5 16:43 BEI/EIB LUXEMBOURG

01232 S45009 P.84

FAX: 01232 529343
+352 a373 6357 P.2

..

The fuli benefit of Lhe Subsidy is 10 be pas&sd to Lhe borrower in
the fomm of a reduction in financial charges. The EIB will
provide funds {0 participating banka st standand EIB Isnding retea.
The bsnks will land the funds to promotars of spproved
projects applying an appropriale risk margin at \ne lending bank's
dsaction, and are required to ghow in detmil the begig of the
imerest rate cherged, the margin and the reduction for the
subsidy. Participating danks &re required 18 certy whan
suliniting applications that thalr nommal ems and

cibffitions (inclyding e intsrvet rate basis) have bee
applladts the loats. : 3 ¥

Project promaters may sook offers from and negouate wWRth &
number of Intermediary banks.

In paying out the subsidy haf-yeardy to promoters, il is
propdsed o pdy the bank Infermediaries half-yeary the actual
amouni of subsidy required to reduce their interest charmges on
the .qualfying loans over tha relevant hzlf-yearly period,
thereby maimaining transparency and vlsibllity for the subsidy.

Loang of up to S0% of project cost for projects In industry, relaled
sefvicas and tourism, costing from ECU 40 000 fe 12 000 000
(which may Incdude additiona) wordng capital Investment In
stooics directly rolated to the projed).

New (nvestment; expansion or dévelopment; nrahabliitation /
mademisation projects only - no refinancing of exisling debt for
investments ulrudy made prior ta the start dats,

Howevey, in order to discournge over-concentralion of furkis on
larger projects, upper imits am sst on e subsidisad element

_of_tha._qualifying -ican financs for cach project at

~1m In the Border Counties,

In_Nodhem Iriand priority will Be given to crojacia whioh (a)
benefit . deprived arens

\p the Border coumties priority will be given lo projects invelving
(Q): e tourism sector where tha Ianding bank I8 satisflea that a
significant contridutien fo the developrment of bovder county
lourem will regut (@) the dovolopment of non~dlapiadng or

P. 003
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innovative indigenous start-ups in services relatad to industry and
(c) projacts demonsirating a particular commarcial linkage o tha
new peace gmvuenmant

5. QUALIFYING LOANS: Qualifying 1sans may be advanced by banks undar the usual
eonditions of a@amdyrd BB global loant for SME

The interest aubsidy is to be applied for the first flve yoars of

‘\Q each qualifying laan.
Rl 2
N a \Hm"r. to allaw promolers and banks to syuaure the lean

63"[&7 finagee 0 the actusl businems siwmtion of each project, thore is
[\‘P flexibitity on (a) the [ntersst rate basis, (b) the duration of
qualifying loans and (c) the repayment arrangemants for the

Qualifying loans.

] fixad or varizhie rata (nots that intermediaries
are requived to ghve full infermation of the intsrest rate basis
for each qualiftying loan - soe para &)

JTegn: nof less than S years and up 10 15 yeers, with repayment
of pincipal commenang nat imer than 2 yesrs from first

disbursement (note thad the Interast aubsidy is to opersie for
the firR S years only).

Rspeyment The-repayment errangaments from the promoter
10 the-bank may:be on 2 monthly, quarnardy or half-ysary
basis.. The luterest suhsidy will be calculeted an the basis of
loans .rapald In"équal instaimems of pincipal, on the same
‘sam-aMmual hagls as the undastying EIB fmance and wil! be
pald to bank intermadiaries on & half-yearly Basis for the
immediats oredit of promoters.

7. INTERVENTION RATE: }-Tho subs!dized loan finance I's limited 1o no more then 30% of
projed-cost, with:the intarmadiary being frae !o land more at its
disaretion on normal commercal terms.

6. DELIVERY MECHANISM \
AND INTERMEDIARIES:  -Awide-¢overags i.fequired - sas para 1 “Concept® above. The
-qellvery mechanism (s in place as four main banke operating in NI
SNy six-operating (A the Border Counties are almady mobitised
and reedy 10 _launch the sehema..

Campetition within the scheme is Gaalrabls: promaliarzs therefore
. have a choics of bank and can chocsa between diffarent offers

0 provide finance for the projast made In scosmdance with
" banky* norma) aiterla and crealt sppraval pracedures.

Only the lomd project propeasl aa approved by the
. 9elecipd bankshould go forward {through the selected bank)
. for approval undar the subsidy schemw,
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9. LAUNCH:

10. CO-ORDINATION WITH

OTHER SCHEMES: -

11. PROCEDURES: -

© PRONI DED/15/27
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Eligibility for tha suhsldy it determined on the beais of Lhe crileria
in tis note and the priorities agreed under para S above; the
EIB and the agent will eheck fndividual transamions [or
conformily wilh the criteria and priorities.

A control system to monior the utidsatien of the subsidy will be
put in place ' with the appointed agent.

A coordinatad launch through the participating Danks will be
amnga:! for an carty date afler agreement of {he final soneme
detajle with the Authoriiles and the banks,

The schmﬁp musl be marketed 33 a spedifio initiative and should
not be merged Into ciher products offered by the periticipating
banks.

Cumuiatian with other imereat subsidy schemes IS excluded but
national measures for indusiry and mvestnent may be availed of
by promolers in the normal way.

Promoters may opt for lhe AFS acheme In the toorder counlics
for projects meetng the critaria for it.

Gaparsta_agents will be appointed for Northern ireland and
the six Border Countiex who will register applications from
inilmcdm batiks 1IN chronalegiaal order, revime them for
mplbpn wilh. the criteria and priorities, and centrol the
jovel of commitmiont of the funds avalleble under the
sehemae.

The agents will in due course monitor and procsss the
requests for subeidy recsived on a half-yearly bagis from
tanks for the purpases of payment of the subsidy amounts.

The agents will also conduct monitoring and nther duties to
be dafined in oy appropriate agency agreement

Aher approval of the respective quslifying loans the danks
will vransmit the applications for subsidised finance o the
ElB and the agents on a monthly basia atarting (n Jenuary
1996.

The epplicanians will Include the standard [nformation
requimad for BIB gioda! laan aliocations together with
-additional sistherts raquired t© cover the crterid and
‘priories apecific 1o this scheme, and an estma of tha
‘subgidy commitmnem for eseh loen or group of loans,
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