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Introduction or foreword

This study aims at illustrating the EC rules and constraints, by examining the theme of the
guarantee instruments within the European Union, in accordance with the Community rules
on State Aid, by highlighting the main difficulties involved in elaborating Aid Schemes in the
form of a guarantee.

The ‘benchmark analysis of the GO-NETWORK project, emphasized the differences
between the various countries analyzed related to the guarantee instruments. The variety of
instruments and the lack of homogeneity concerning, in particular, credit guarantee
organizations, provide a wide approach to this study, which allows the analysis of various
aspects deriving from constraints established within the Community rules on State aid. This
study, therefore, aims at providing key elements to identify direct public interventions, as well
as the possible support to existing organizations (or guarantee funds), or rather providing
incentives to create new organizations (or guarantee funds).

With regard to public intervention in general, firstly we remind you that the guarantee can
be used as an Aid instrument alternatively with other instruments, such as. soft lending,
financial support or tax exemption. However, within the analysis carried out to establish if
the State measure actually requires support to favour certain businesses or productions, the
Guarantee presents some peculiarities unlike other forms of Aid. These peculiarities chiefly
concern the need of determining and quantifying the benefit. The first part of this work will
illustrate this feature (1).

State measures aimed at granting guarantees, sometimes require the creation of funds
and/or of interventions from various subjects. In this respect, the analysis of the Aid scheme
implies some difficulties relating to the identification of the beneficiary subject, as well as to
the Commission approach on the possible Aids addressed to various subjects involved. This
feature will be examined in the second part of thiswork (I1)

|. Guarantees and notion of State Aid: deter mining the benefit

The following pages will shortly illustrate the peculiarity of guarantees compared to other
forms of Aid (a), with a view to examining the problem related to the determination and
guantification of the benefit. Thus, in the following paragraphs general aspects related to
determining the benefit (b) and the method of calculation of the grant equivalent (c), will be
analyzed in-depth.

a) Analysis of the benefit as a relevant element for guarantees

The rules on State aid are included in various provisions of the Treaty establishing the
European Community’. The Article 87(1) of the EC Treaty declares the principle of
incompatibility between State Aid and the common market, and defines the meaning of State
aid within the Treaty itself: "Save as otherwise provided in this Treaty, any aid granted by a
Member Sate 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

! Hereunder, as a summary of the Treaty, the provisions mentioned are included in the articles 73, 86, 87, 88
and 89.



shall, insofar as it affects trade between Member States, be incompatible with the common
market".

The provision hinders the notion of State aid, when the following four conditions occur®:
In other terms, measures liable to be included within the scope of the article 87(1) of the
Treaty, must fulfil four cumulative conditions:

- tofavour certain undertakings or the production of certain goods;

- to be attributed to the State (State aid, or rather State resources in any form whatsoever);
- todistort or threaten to distort competition;

- to affect trade between Member States.

Guarantees are one of many possible forms used to grant an Aid, ® indeed, they allow
businesses accessing loans at a lower rate against the same they should pay in the absence of
the guarantee. Guarantees should therefore provide a benefit for beneficiaries (businesses).
Without this benefit, the State measure does not constitute an Aid, due to the absence of one
of the fourth mentioned conditions ("to favour certain undertakings or the production of
certain goods') in line with the Article 87(1) of the Treaty.

Within the analysis of State Aid in the form of a guarantee, the verification of the existence
of the mentioned benefit, which could derive from guarantees granted by preferential
conditions, or in other terms non corresponding to a normal market price, is of particular
importance.

The Measure requires the occurrence of the mentioned three conditions to constitute a
State Aid, albeit their analysis not implies peculiarities when awarding the Aid in the form of
aguarantee.

Before proceeding to analyse the key item of the ®enefit determining® it is useful,
however, to point out an additional feature connected to the notion of Aid: all Aid granted by
the State or through State resources fall within the scope of the Article 87(1) of the Treaty.
Therefore, all interventions made by central, regional or local administrations may be
included among the former Aid (Aid granted by Member States), while the latter (Aid granted
through State resources) covers all the interventions implemented by bodies governed by
private or public law, under the dominant influence of Public Authorities (e.g. public
companies of investment, public holdings, credit institutes, financing businesses etc.). As a
matter of fact, according to a constant Jurisprudence®, we don’t have to: “...distinguish
between the case of an Aid granted directly by a Member State and another granted by Public
or Prgvate Bodies established or entrusted with the management of the Aid by a Member
Sate”.

2 The advocate- General Fennelly emphasized the existence of four cumulative criteria (point 17), in its
conclusions relating to the action C-56/93 (Col. P. I-726), delivered on 28 September 1995.

% Other forms of Aid are: Interest-rate Subsidies, Tax Relief, Soft Loan, Concessional Supply of Products or
Services, Capital Injections totally unacceptable for private investors etc.

* See the sentence of 02.02.88 in particular, Van der Kooy e altri ¢/ Commissione, joint cases 67/85, 68/85
and 70/85, Col p. 219, point 35.

5 Judgments of the Court of Justice of 21 March 1991, Italia C/ Commissione, cases C-305/89, Cal. p. I-
1603, point 13 and C- 303/88, Cal. p. 1-1433, point 11.



b)  Determining the benefit — general aspects

On 24 November 1999 the Commission adopted a Communication ® aimed at providing
clearest actions to determine the presence of benefit for the beneficiary, as well as to identify
the beneficiary itself. This document shows the conditions on whether or not the Commission
considers guarantees as instruments including Aid elements (benefit).

The Notice on Guarantees establishes (for the moment’), a reference framework for all Aid
granted in the form of a Guarantee. It is useful to note that, however this Notice covers all
forms of guarantees, whatever the legal basis on which are established and the transaction
covered, it substantially reviews those problems experienced with the guarantees associated
with aloan or other financial obligation to be contracted by a borrower with a lender.

According to the mentioned Notice on Communication, "...if aid is involved, this aid in
most cases benefits the borrower. However, in certain circumstances, there may also be an
aid to the lender"®. Actually, as shown in the second part of this study, guarantees in some
cases may provide for the presence of Aid to various subjects. This case takes place mainly by
Guarantee Funds or by Guarantees granted by the State in support of risk capital investments,
which should provide a benefit for the investor. Determining the beneficiary is fundamental
for the Commission to analyse the compatibility of the Aid with the common market.

Moreover, the Commission specifies that: "... regards as aid in the form of a guarantee,
the more favourable funding terms obtained by enterprises whose legal form rules out
bankruptcy or other insolvency procedures or provides an explicit State guarantee or
coverage of losses by the State. The same applies to the acquisition by a Sate of a holding in
an enterprise if unlimited liability is accepted instead of the usual limited liability"®.

The Commission, for example, has regarded that the inapplicability of insolvency or
winding-up and therefore bankruptcy proceedings, towards the French enterprise Electricité
de France (EDF), was equivalent to a general guarantee (unlimited for the nature of its
security on the duration and on the amount) to the whole commitments of the enterprise.™
The German System of State guarantees for credit institutions governed by public law,
(«Anstaltslast» and «Gewahrtragerhaftung») is another similar example **: public owners of
credit institutions (e.g.. Federal State, La&nder, Municipalities) were entrusted with
guaranteeing the economic basis and functions of the body for the entire duration of its

® EC Communication on the application of articles 87 and 88 of the EC Treaty on Sate Aid granted in the

form of Guarantees (OJno. C 71 of 11.03.00). Hereinafter referred as of “Notice on Guarantees”.

" On the basis of a consultation document entitled: State aid action plan - Less and better targeted state aid:
a road map for state aid reform 2005-2009, adopted on 7 June 2007, the Commission pledges to review this
notice, in order to integrate the experiences gained and decide whether amend the current rules and criteria. This
review is expected between 2007 and 2008. The Member States and Third Countries interested will be requested
to submit their comments.

8 Point 1.1 of the Notice on guarantees.

® Point 2.3 of the Notice on guarantees.

19 See Commission Decision of 16 December 2003 on the State aid granted by France to EDF (Electricité de
France) and the electricity and gasindustries (OJ no. L 49 of 22.02.05).

" gState aid no. E 10/2000 - State guarantees for public banks in Germany (Anstaltslast und
Gewdhrtrégerhaftung). On State guarantees for public banks see also the State aid no. C 44/2003 relating to two
guarantees for the Bank Burgenland AG granted by the Land Burgenland.



running. This obligation should be transformed in a "guarantee obligation”. It required the
guarantor to fulfil all the obligations of the credit institution, not already satisfied by profit
making.

Whereas concerning the case of an acquisition by a public authority of a holding in an
enterprise, if unlimited liability is accepted instead of the usua limited liability, the
Commission has clarified that "...this holding will become like a guarantee provided for the
totality of funds objective of the unlimited responsibility..."*2.

The anaysis aimed at verifying the presence or not of a benefit for a certain subject
(investor, guarantee fund, guarantee fund manager, borrower, lender etc.)*® can therefore
become rather complex. In any case, the key matter is the calculation of the benefit at a
borrower level.

In practise, the real problem is to verify if the conditions by which the guarantee is
awarded can be accepted by a private investor operating in circumstances corresponding to
normal market economy conditions. When a public Authority awards a guarantee to a private
investor on easy terms, the measure does not constitute an Aid, because of the absence of the
benefit for the business (the borrower, in accordance with the Notice on guarantees). On
paragraph 4 of the Notice on guarantees, the Commission has clarified the "conditions
excluding the existence of Aid". Annex | of this study provides a synthesis of the analysis
carried out by the Commission on two measures notified by Italy (case N 83/B/2005) and by
the United Kingdom (N 4572003) which do not constitute a State aid.

When the measure produces a benefit for the borrower, it is necessary to verify the
occurrence of the other three conditions required by the Article 87(1) of the Treaty”. After
the analysis, the presence of all conditions included in the measure must be verified, and
(barring exceptions™) the Aid element inherent the guarantee should therefore be quantified.

The aid element (or benefit) of a guarantee is that the risk associated with the guarantee is
carried by the Member State (no credit payments are made by the borrower). Thus, the benefit
istherisk itself, not the moment at which the event is realized. We can therefore establish that
the Aid element consists of the mathematical probability that a non payment of credits should
be made. More in detail, it can be easily identified as the difference between the interest rate
applied for the loan obtained by the borrower through a State guarantee, and the one which
should be obtained in the absence of guarantees. In this case the "risk" element of the lender is
included, which can be covered by the guarantee, in the first case. To this value should be
however deducted the price paid for the guarantee. Hence, it follows that, if the sum paid
corresponds to an equitable return on risk factor (or rather covers the difference between the
two interest rates), the guarantee does not produce any benefit for the borrower.

12 point 38.2 of the Communication to Member States by the Commission " Application of the Articles 92 and
93 of EEC Treaty and of the Article 5 of the EEC directive 80/723 for public enterprises of the manufacturing
industry by the Commission” (OJ no. C 307 of 13.11.93).

13 As already mentioned, this problem will beillustrated in the second part of this study.

14 See supra, p. 4. As aready mentioned, this analysis not implies peculiarities for Aid awarded in the form
of a guarantee, when compared to Aid measures taking other forms. Therefore his study shall not dwell on this
matter no longer.

15 such as, for example, the guarantees for risk capital. Seeinfra, p.21.



c¢) Determining the benefit - method of calculation of the grant equivalent

The first relevant matter, is therefore the calculation of the possible benefit for the business
beneficiary of the guarantee (borrower), expressed as aid intensity in grant equivalent. The
method of calculation can be different depending on the aid concerned: individual Aid or
1°Aid scheme®. In this regard the Notice on guarantees proposes guidelines, but accepts also
the possibility for the Commission to evaluate different proposals of calculation from those
already established. It suggests also other conditions, among which we highlight you the
minimum Eercentage of the transaction made by the lender, which may not be covered by a
guarantee™. This condition is particularly important because its failure shall distort the criteria
of calculation of the grant equivalent.

In the case of an individual State guarantees, the Communication from the Commission
states that the aid element "...must be assessed by reference to the details of the guarantee and
loan (or other financial obligation)"*°. The most relevant factors include®:

- the duration and amount of the guarantee and loan,
- therisk of default,

- the price paid by the borrower for the guarantee,

- the nature of any security given,

how and when the State could be called upon to pay a debt and the means (e.g.
declaratlon of bankruptcy) to be used by the State to recover amounts owed by the
borrower once the guarantee has been invoked.

For individual aid, the standard form of calculation should be as follows:

- "...the same way as the grant equivalent of a soft loan, the interest subsidy representing
the difference between the market rate and the rate obtained thanks to the State guarantee
after any premiums paid have been deducted"?.

In other words, this method consists of the differential calculus between the Market Rate
(rm), namely the one the undertaking should obtain by a private subject in the absence of a
guarantee to be eligible for aloan (principle of a private investor operating in normal market
economy conditions) and the Rate effectively obtained thanks to the guarantee (r.), after any

18 |n accordance with Article 1(e) of Council Regulation (EC) No 659/1999 of 22 March 1999, laying down
detailed rules for the application of Article 93 of the EC Treaty (OJ No L. 83 of 27.03.99), individual aid means:
"aid that is not awarded on the basis of an aid scheme and aid requiring notification awarded on the basis of an
aid scheme”.

" In accordance with Article 1(d) of the mentioned Council Regulation (EC) No 659/1999, Aid scheme
means. "any act on the basis of which, without further implementing measures being required, individual aid
awards may be made to undertakings defined within the act in a general and abstract manner and any act on the
basis of which aid which is not linked to a specific project may be awarded to one or several undertakings for an
indefinite period of time and/or for an indefinite amount".

18 The percentage is set by 20%. See point 3.4 of the Notice on Guarantee.

19 point 3.1 of the Notice on guarantees.

20 y\ s

Ivi.
2 point 3.2, first paragraph, first hyphen of the Notice on guarantees.



Premiums paid have been deducted (p).

With reference to this method of calculation we remind you that the rates applied to
measure the grant equivalent of an aid awarded in various percentages, as well as to calculate
the aid elements resulting from soft loan schemes, are periodicaly published by the
Commission in the Official Journal of the European Union and on the Internet®.

The Commission's letter to Member States of 18 August 1997, specifies that these reference
rates reflect medium and long-term loans (five to ten years) backed by normal security.
Therefore these rates cannot be used normally for the above mentioned calculation, because
the market rate (coefficient r,) should be determined in accordance with the absence of
guarantees.

Moreover, in the above mentioned letter of 1997 is specified that: "the reference rate thus
determined is a floor rate which may be increased in situations involving a particular risk
(for example, an undertaking in difficulty, or where the security normally required by banksis
not provided etc.). In such cases, the premium may amount to 400 basis points or more if no
private bank would have agreed to grant the relevant loan"3.

This feature is mentioned also in other Community acts, as the Regulation on State Aid to
small and medium-sized enterprises belonging to the fisheries sector, which specifies that:
"with a view to a uniform, transparent, and simple application of the Sate aid rules, the
market rates for the purposes of this Regulation should be deemed to be the reference rates,
provided that in the case of soft loans, they should covered by normal guarantees and not
implying excessive risks',

The Commission states that "in the extreme case, i.e. where an unsecured loanis givento a
company which under normal circumstances would be unable to obtain finance (for example
because its prospects of repaying the loan are poor) then the loan effectively equates a grant

payment and the Commission would evaluate it as such"?,

The Commission proposes also a method of calculation of the grant equivalent which
should be normally used for Aid schemes, even if these two methods are interchangeabl e:

- the grant equivalent can be "taken to be the difference between (a) the outstanding sum
guaranteed, multiplied by the risk factor (the g)robability of default) and (b) any premium
paid, i.e. (guaranteed sum x risk) - premium".

22 http://www.europa.eu.int/comm/competition/state_aid/others/reference rates.html

Z The English version of this letter is available on Internet a the following address:

. more versions in other

languages are available in the volume of the Commission entitled: Diritto della concorrenza nelle Comunita

europee - Volume 1A, Regole applicabili agli aiuti di Stato, Luxembourg: Office for Official Publications of the
European Communities, 1999.

24 Commission Regulation (EC) No 1595/2004 of 8 September 2004 on the application of Articles 87 and 83
of the EC Treaty to State aid to Small and medium-sized enterprises relating to the production, processing or
marketing of fisheries products (OJ No L 291 of 14 September 2004).

% Point 41 of the Communication to Member States by the Commission "Application of the Articles 92 and
93 of EEC Treaty and of the Article 5 of the EEC directive 80/723 for public enterprises of the manufacturing
industry by the Commission" (OJ no. C 307 of 13.11.93).

% point 3.2, first paragraph, second hyphen of the Notice on Guarantees.



GE=S,.R-P

- Wherein: GE = Grant Equivalent; Sy= the outstanding Guaranteed Sum; R = Risk factor
(the probability of default); P = any Premium paid for the guarantee, i.e. (Quaranteed sum
multiplied by the risk) - Premium

The relevant matter is therefore, to determine the "R" coefficient, which in theory should
vary for every single undertaking because of various factors (size, share capital, sector, type
of investment to be realized by the undertaking, geographic location etc.). The Commission
stresses that: "the risk factor should be based on the past experience of defaults on loans

givenin similar circumstances (sector, size of firm, level of general economic activity)"*".

Besides these methods of calculation, the Commission aims at evaluating any other
objectively justifiable and generally accepted method, in the notification phase of the
measures. This is what frequently occurred, also because of the lack in clarity of the second
formula proposed by the Commission.

The examples of the annex | of the present study, show methods of calculation
implementing one of the methods proposed by the Commission® or propose alternative ones.
The methods adopted in the mentioned cases of the annex | require, generally the need to
determine the Risk Factor (the probability of default). The Spanish case on the Aid No.
722/1999% is different, indeed is not included in the annex because of its peculiarity,
requiring an aid measure towards the total costs of the guarantees.

Therefore, it can generally be established that:

- thefirst method proposed by the Commission is apparently the straightforward solution.
However, this method implies some difficulties (frequently neglected by the National
Public Administrations), on the reference market rate of loans, which is not the one
published by the Commission. Indeed this reference rate thus, should be determined as a
floor rate which may be increased in situations involving a particular risk, for example
when the security normally required by banks is not provided. Therefore, the relevant
matter should be identified in the terms of determining the "risk factor"*°,

- the second method of calculation proposed by the Commission -as for many others
approved and already mentioned in the annexes cases-, requires the determination of the
"Risk Factor". This method results very clear in the application phase of the Aid Scheme,
by highlighting explicitly the need to determine such a risk factor. Moreover, the Nationa

27 |vi., point 3.2, third paragraph.
% E.g., the first method required by the Aid No. 449/2000.

% State Aid No. 722/1999 - Murcia (Spain), Regional investment aid scheme and employment linked with
an investment.

%01 a German case, the Commission identified a failure in implementing the de minimis rule, because the
aid element of the guarantee should have been taken into account in calculating the aid intensity of the loans
provided (while according to German Authorities the aid should be considered exclusively for granting a soft
loan). The German Authorities argued essentially that such a guarantee was granted on market terms, while the
Commission explained that the risks of default in the case of firms in difficulty should have been taken into
account. See the Commission Decision of 27 November 2002 on State Aid scheme "Loan Programme for SMEs
in the Land Turingia" («Thuringer Darlehensprogramm fur kleine und mittlere Unternehmens) executed by the
Germany (OJ No L233 of 05.09.03).



Authority can suggest to take into account an indicator, in order to determine the Risk
coefficient, during the measure notification phase at the European Commission.

Determining the "Risk factor or coefficient” becomes consequently a key element.
According to these aims some German ship financing guarantee schemes, approved by the
Commission with the Decision of 16 December 2003, include some interesting aspects
because of the introduction of a risk differentiation. Indeed, different premium are applicable
according to risks covered by the guarantee. The Scheme requires a classification system
which include six risks categories, for a project classification in accordance with the relevant
risks. Law risk projects can beneficiate of more modest premiums compared to high risk
projects™.

1. Guaranteesand identification of the beneficiary

Some of the guarantee schemes mentioned in the "Country reports’ of the GO-Network
programme, imply problems which go beyond the determining to aid amount. E.g., the
Austria® scheme entitted NO Birgschaften GmbH (NOEBEG), requires a holding by the
Chambers of Commerce of certain banks, on the State Fund (a federa entity
“Niederosterreich”).®%. In such cases, concerning the rules on State Aid, the analysis of the
measure must be related to various subjects involved in the operation, in order to identify
possible aid beneficiaries. Indeed, these could be for example, those private subjects which
participate to the fund establishment and those fund manager, besides the undertakings
beneficiaries of the guarantees. The "Country report" do not provide sufficient information
for a classification of the various credit guarantee organizations, to be carried out according to
the classical schemes of the "State aid" field.*® In other cases mentioned in the "Country
reports’, is not even possible to define the role of the State, except in some specific cases®.
However, it is useful to illustrate this problem through the analysis of some cases.

In the B paragraph, the relevant aspects related to some measures for granting aids in the
form of guarantees, structured so as foresee the intervention of various subjects will be
examined. In these cases, the measure firstly implies the problem of identifying the possible
beneficiary of the State intervention. Moreover, this aspect can become predominant if it is

3 State aid n. N 512 / 2003 - German ship financing guarantee schemes.

32 Examples of such aid schemes are the cases of the Austrian Oberdsterreichische K reditgaranti egesell schaft
m.b.H. (KGG) and Salzburger Kreditgarantiegesellschaft m.b.H. (SKGG), whose description highlights a public
and private joint participation to the establishment of funds.

% Before understanding if the interventions can imply an Aid for the mentioned subjects, should be necessary
to obtain more information on the way the guarantee premium is determined, or which are the relations between
the public subject and the private subject (e.g., if private subjects are beneficiaries of preferential conditions, in
order to involve them to the establishment of the fund), as well as on the methods used in selecting a manager,
and more in detail, on the way of elaborating its remuneration, etc. Once identified the real beneficiaries of the
State intervention, an evauation of the compatibility of the Aid scheme with the common market would be
required. In such a case, other information could thus vary for different results of the analysis carried out in
determining the beneficiary subjects.

% E.g., the Greek Fund entitted TEMPMESA, which it seems to require only a public holding (Community
or State Funds). This is the case in which a matter related determining the manager subject, as well as its
remuneration could be necessary.

10



required to assure the measure not producing any Aid for certain subjects .

Once identified the beneficiaries, and where necessary, determined the amount of the grant
equivalent, the measure must comply with certain rules of compatibility adopted by the
Commission, which are based on the objectives pursued (e.g., R&D, initia investment,
employment etc.). In the C paragraph, this problem will be illustrated, with particular
reference to the possible future evolution of the Commission approach.®*. Finally, the D
paragraph will shows the aspects related to the use of the guarantee in the form of aid in
favour of the risk capital. Before proceeding with the analysis of the above mentioned
matters, it is therefore useful to provide a brief foreword on some aspects related to the
counter-guarantees and co-guarantees (paragraph A).

A. Foreword

Occasionally, some State interventions are made in terms of counter-guarantees and co-
guarantees. These measures are non classifiable separately, because depend on how the
measure is structured, which can be identified in the following proposed forms. however, is
possible to shortly illustrate the problem, in order to better understand the possible approach
concerning co-guarantees in particular.

Generally, the co-guarantees operations are jointly carried out with other guarantor
subjects. This caseisincluded in the following types:

- if the part guaranteed by the State is large, the criteria of analysis of the intervention
can be associated to a normal guarantee, by implementing the already mentioned
criteria;

- if the part guaranteed by the State is little compared to the intervention of the co-
guarantor,-this is a private operating in normal market economy conditions which
does not receive any Aid, and if the public co-guarantee is granted at the same
conditions of the private-, we could assert that it does not represents a benefit for the
undertaking beneficiary of the co-guarantee, because implemented in a market
condition. In other terms, we can take into account the behaviour of the private
subject, in order to state that the public intervention is aso effectuated at a "market
price". However, in the event of:

0 agreat holding by a private subject, however could receive any aid (e.g., counter-
guarantee), his behaviour could be "corrupted” and non corresponding to the same
of a private subject operating in normal market economy conditions. The analysis
above mentioned would therefore result non applicable;

0 inthe event of a private subject beneficiary of preferential conditions granted by
the State, he could receive benefits and the analysis above mentioned would result
non applicable.

The counter-guarantees are operations typicaly implemented in favour of guarantors
implementing an intervention for beneficiary undertakings. It could be for example, the case

% Considering that the State Aid provisions arein the revision phase, we believe useful to make reference to
some relevant aspects of the upcoming evolution, rather than to the rules currently in force, which are going to
be substituted shortly.

11



of counter-guarantees for banks or private funds (guarantee cooperatives, credit consortia
between undertakings, etc.). This case study is more complex and its examination cannot
disregard that one of the analysis of the benefit carried out at various levels (Chapter 11 A).
More in detail, the counter-guarantees for subjects granting guarantees, are generally
guantified as operating aid, initially forbidden.

In this context the determination of the beneficiary plays an important role. In practise, if
the counter-guarantee tool is used (for guarantors operating to favour undertakings) an
additional element (level) of analysis is introduced, and a verification of the possible aid
element provided for guarantors, is required. Effectively granting counter-guarantees on the
basis, for example, of the regulation 70/2001*°, should be hardly realizable because of the
direct beneficiary who wouldn®be the SME, indeed the State intervention could produce aid
elements in favour of the fund which are not always completely addressed to SMEs. Such a
intervention, in other terms, does not guarantee always the exclusion of operating aid in
favour of the fund. The evaluation of such aid elements however require an analysis of the
structure of the measure, asillustrated in general in the following pages.

B. Analysisof the benefit at various levels (e.g.: creating guarantee funds)

The classical and easier case is represented by the grant of guarantees by National
Administrations to businesses (e.g., SMESs), which launch investments in material assets
(land, buildings and machinery) and immateria (patents, licences etc.), as well as recruitment
of workers, training programmes, R& D activities, innovation, etc.

Through the guarantees, the SMEs can obtain loans from privates (e.g., banks) in order to
implement certain operations.

% Commission Regulation (EC) No 70/2001 of 12 January 2001 on the application of Articles 87 and 88
of the EC Treaty to State aid to Small and medium-sized enterprises (OJ No L 10 of 13 January 2001) amended
with the Commission Regulation (EC) No 364/2004 (OJNo L63 of 28 February 2004).

12



Sate, Region or
other Public
Authority

Guarante

e.g. Banks
(lender)

\

Private loans

Investment

Training

The situation represented in the Scheme A (but also in the Scheme B stated below),
guarantees constitute a simple form used for granting aid pursuing specific objectives (e.g.,
encourage investments in material and immaterial assets, research and devel opment activities,
training programmes or recruitment), just as other forms of aid, such as soft loan or grant. The
compatibility of aid should therefore be evaluated on the basis of the rules applicable to the
type of objective pursued. For example, for the next programming, aid to initial investments
of large enterprises located in the regions eligible for derogations set out in Article 87(3)(a)
and (c) of the Treaty, must comply with the Guidelines on National Regional Aid for 2007-
2013%. Guarantees constitute one of the forms of aid through which Member States could
encourage initial investments®. The guarantees can aso be used alternatively with other
forms of aid, such as: soft lending or granting.

However, the relevant aspect of the problems we intend to illustrate in this paragraph, does
not concern the SMEs use of financing obtained through guarantees™. Whereas, we are aimed
at focusing how the intervention made by various subjects in the whole operation, will require

37 0JNo C 54 of 04.03.06.

% |n accordance with the mentioned guidelines, initial investments means: an investment in material and
immateria assets on: setting-up of a new establishment, extension of existing establishment, diversification of
the output of an establishment into new additional products or a fundamental change in the overall production
process of an existing establishment.

% This feature will be analysed in the following paragraph.
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the need of identifying the possible beneficiaries of the State intervention.

The Scheme A is the easiest one and it has been taken into account by the Notice on
Guarantees, which highlighted the problem of determining the presence of Aid at a borrower
level (SMEs in the scheme) or at a lender level (e.g., banks providing loans). The
Commission in the mentioned Notice, refers to some examples in which there may also be an
aid to the lender®:

in so far the security of the loan isincreased

- if a State guarantee is given ex post in respect of a loan or other financial obligation
already entered into without the terms of this loan or financial obligation being adjusted,

- or if one guaranteed loan is used to pay back another, non-guaranteed loan to the same
credit institution.

The guarantees containing benefits for the lender can constitute operating aid*, initially
forbidden.

Only exceptionally operating aid are authorized by the Commission, as in the case of the
regions eligible for derogation set out in Article 87(1)(a) of the Treaty (hereinafter "regions
87.3.a") under regional investment aid scheme*. Operating aid should however:

- be proportionate to the disadvantages they intend to compensate,
- contribute to the regional development.

Is for the Member State to demonstrate the existence and the importance of the
disadvantages.

Regions non eligible for the mentioned derogation are not authorized to receive operating
aid, except for certain aid encouraging the protection of the environment. On the basis of the
rules on regional aid, however in the regions 87.3.a, a justification on the need of operating
aid for lender (financial services) is called for to demonstrate possible disadvantages occurred
for the localization of those regions. A demonstration of the contribution of the aid to the
regional development, should be required too. These are rather difficult eventualities,
considering the specific nature of the sector, indeed the Commission considers the operating
aid granted to financial activities as follows:*® "...has only a very limited likelihood of
promoting regional development but a very high risk of distorting competition..."*,

For the purpose of the compatibility with the common market, barring exceptions, the State
measure is therefore non implying any aid to lender. Every benefit deriving from the State
intervention and from the use of public resources, in other terms should be transfer to
businesses (SMEs in the scheme).

“0 See in the Annex |, a NON aid to the lender (Aid No 391/2003 and No 29/2004)- Agriculture guarantee
fund).

“1 See point 5.4 of the Notice on Guarantee.

“2 For the next programming period see the section 5 of the Guidelines on National Regional Aid for 2007-
2013 (OJ No C 54 of 04.03.06).

* As defined in Section J (codes 65, 66 and 67).
“4 Guidelines on National Regional Aid for 2007-2013 op cit., point 78.
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The same need (to transfer al benefits deriving from the State and from the use of public
resources to businesses), is presented through more complex aid measures, as for the example
of assigning public resources to afund for granting guarantees.

Sate, Region or
other Public
Authority
Public funds (evenin the
- form of counter-
Manager subject NN
A 4
Guarantee Fund

Guarantees to
e.g. Banks
(lender)
Private loans

In such a scheme the analysis of the existence of the benefit must be carried out at various
levels:

- thelevel of guarantee fund management and managers of the fund, which can receive a
benefit from the funds earmarked by the public authorities (public Funds);

- the level of private financing (Ilender) whenever a guarantee should be used to obtain
loans, for example, from banks (Iender), which can receive a benefit upon the operation
implemented by the Fund,;
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- the level of SMEs, which congtitute the subjects where the aid measure should be
addressed to effectively.

This scheme provides also the possibility to grant an aid to the lender, as illustrated in the
example of the Scheme A, to which we remand. However in addition there is the possibility
that the State intervention confers benefits to the Fund and/or to the manager of the Fund.
Concerning the analysis of the presence of these benefits, a reference mutatis mutandis can
usefully be made to the Communication on "Sate Aid and Risk capital"*where it is stated
that "in general, the Commission would tend to the view that a fund is a vehicle for the
transfer of aid to ...enterprises..., rather than being an aid beneficiary itself. However, in
certain cases, notably measures involving transfers in favour of existing funds with numerous
and diverse investors, the fund may have the character of an independent enterprise”. In this
case would be therefore advisable to evaluate if the measure implies benefits for that
enterprise. The project entitled Guidelines on Sate Aid and risk capital to Small and medium-
sized enterprises, on which the Commission has recently launched a public consultation, have
adopted the same approach, but it specifics also the specific linked to the possible presence of
a benefit for the manager of the Fund:

- "..likewise, aid to the fund' s managers or management company will be present if their
remuneration does not fully reflect the current market remuneration in comparable
situations. Thiswill be particularly the case where the managers or management company
are not chosen through an open and transparent public tender procedure or if they receive
any other advantages granted by the State.

The relevant problem of the aid schemes structured as illustrated in the scheme, consists of
the exclusion of the presence of aid to the Fund or to the manager of the Fund. Such a aid
should be qualified as an operating aid with the mentioned consequences. The Commission,
therefore suggests that exclude the aid to the manager subject, could be necessary to provide
an open and transparent public tendering procedure, to enable a selection and therefore to
determine the market price. Whereas concerning the fund, in the event of an existing fund, to
keep a separate accounts for the operations referred to public financing, should be appropriate.

C. Guarantees and compatibility according to 'classical' rules on State aid

As already mentioned, the guarantee is form of aid that like others can be used for granting
aid aimed at pursuing various objectives (encourage initial investments, employment, training
programmes, activities of R&D, innovation, protection of the environment etc.). As specified
by the Commission, the compatibility of an aid in the form of a guarantee with the common
market is evaluated "...according to the same rules as are applied to aid measures taking
other forms. The concrete criteria for the compatibility assessment have been clarified and
detailed by the Commission in frameworks and guidelines concerning horizontal, regional
and sectoral aid", to which, since few years, have been included the exemption regulations®.

45 0JNo C 235 of 21.08.2001.

“6 Some recent examples of State Aid in the form of guarantees authorized by the Commission aimed at
pursuing different objectives, are stated below (the title in brackets refer to the primary objective): N 274/2005 -
Rescue aid to Huta Cynku Miasteczko Slaskie S.A. (Rescuing firms in difficulty); N 253/2005 - Guarantee
scheme for shipbuilding (sectorial development); N 116/2005 - Short-term export-credit guarantees provided by
kredex (Promotion of export and internationalisation); N 281 / 2003 - Restructuring aid scheme for Wales
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The calculation of the grant equivalent allow therefore, the presence of one of the
requirements set out by the disciplines, guidelines or exemption regulations: the intensity of
the Aid. However, irrespective of this aspect, all the other conditions of application required
must be respected, for example those coming from the regulations. Concerning this feature,
besides the difficulties already mentioned related to the calculation of the grant equivalent
(intensity of the aid), guarantees do not present any peculiarity compared to other forms of
aid.

Neverthelessit is useful to shortly indicate a possible approach to the upcoming exemption
regulations in a different way. Indeed, the Commission analyzes the problem of calculating
the intensity of the aid and the existence of "transparent Aid measures’, (that is the measures
whose aid value can be easily quantified), as well as "non transparent measures'.

The project of new regulation on the de minimis aid refers to this problem: "... to ensure of
effective monitoring, this Regulation should only apply to aid measures which are transparent
in that the value of the aid can readily be quantified. Calculation of the grant equivalent of
transparent types of aid other than grants or payable in several instalments, requires the use
of market interest rates prevailing at the time of granting such aid"*’. The Article 1 of the
same draft regulation, moreover, states that Aid comprised in loans, guarantees, risk capital
measures and capital injections shall not be treated as de minimis aid, unless the total value
of the transaction in question does not exceed the ceiling, aslaid down in Article 2(2)".

An equivalent example is the draft Commission regulation on the application of the
Articles 87 and 88 of the EC Treaty to nationa regional investment aid, that it contains an
express reference to the guarantees as non transparent aid measures: "...examples of such aid
schemes are schemes involving public loans, State guarantees containing elements of aid and
public participations which do not meet the market economy investor principle"®. This draft
regulation establishes the "transparent schemes of regional investment aid® schemes' as
follows: "...regional investment aid schemes in which it is possible to calculate precisely the
Gross grant equivalent as a percentage of eligible expenditure ex ante without need to
undertake a risk assessment".

The draft Commission regulation on aid granted to SMEs active in the processing of
agricultural products, which amends the regulation 70/2001, requires a similar approach to the
aid measures defined as "non transparent".*

(Restructuring firms in difficulty); N 82/2003 - Basilicata Region - Grants to risk Funds of cooperatives and
collective guarantee associations for commerce and tourism (SMEs); N 158/2003 - MSF 98 - European Optic
Media Technology (MSF) (Regional development); N 789/2002 - Green certificates (Environmental protection);
N 687/2002 - Channel Tunnel Rail Link - Hedging for section 1 securitisation (Sectoral development);
N 141/2001 - Régime d@ides a |@mploi et a |@vestissement de la communauté Vaence (Employment);
N 802/2000 - Microelectronic center (MIC) (Research and devel opment).

“" Considering No 7 of the (EC) draft regulation on the application of the Articles 87 and 88 of the EC Treaty
to the "de minimis" aid.

“8 Considering No 5 of the draft regulation.
% We note that concerning the draft regulation of exemption of regiona investment aid, at the consulting
Committee held in Brussels on 6 April 2006, many Member States were dissatisfied with the "non very
transparent” approach to the concept of "transparency". In particular those Member States, according with the
Italian orientation, and with reference to the Article 2 (h) have mentioned that there is no clarity in the quoted
references on guarantees and loans. Moreover, facing the Commission reply declaring that may be transparent
the following: &) loans, whenever subsidized; b) guarantees, whenever non additional to loans, c) fiscal
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If the final versions of the future regulations, once adopted should contain these provisions,
the aid granted in the form of guarantees would not fall within the scope (except for the
application of what required by the Article 1 of the draft regulation on the de minimis) of the
mentioned regulations and should not therefore be exempted from notification.

D. Guaranteesand risk capital

The main aim of State Aid and Risk Capital is to encourage private investors to provide
risk capital to enterprises. As specified in the Communication on State aid and risk capital It
should, however, be possible that guarantees ... granted by the Sate in favour of investments
inrisk capital are more likely to include an element of aid to the investor than is the case with
traditional loan guarantees, which are normally considered to constitute aid to the borrower

rather than to the lender™.
Indeed the mentioned Communication requires, various type of use of the "guarantee” tool.

- guarantees given to risk capital investors or to venture capital funds against a proportion
of investment losses (scheme C),

- guarantees given in respect of loans to investors/funds for investment in risk capital
(scheme D).

measures, whenever included in the ceiling; those Member States have highlighted a fortiori, that is necessary to
distinguish the transparent measures from the non transparent ones.

% Note 14 of the Communication (OJ No C 235 of 21.08.2001).
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Fund
Investor I nvestor
Fund
Risk capital investments
SMEs
Y SMEs
SMEs \ 4
SMEs

In the scheme C, guarantees are given to risk capital investors (a) or to risk capital funds
(b) against, for example, a proportion of investment losses effectuated through SMEs
beneficiaries of the intervention. As aready mentioned, these guarantees should be mainly
aimed at encouraging private investors or funds to provide their risk capital to businesses.

The guarantee should intervene, when due to a market failure, the rate of return for
investments in venture capital wouldn® be considered as sufficient to justify the risk, and
therefore investors wouldn®be prepared to be invested in the equity of a business or a cluster
of businesses. In practise, guarantees are offered to the investors and to the funds, in order to
encourage them to implement operations. In this case, the benefit or investors, to be
considered compatible with the market, must be restricted to the minimum amount required to
face the problems related to the market failure.

In the scheme D, guarantees are aimed at allowing investors or funds to obtain loans for
SMEs investments in risk capital. This structure, apparently simple, could therefore imply
difficulties related to some specific conditions concerning State Aid and risk capital.
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This structure could even be similar to the classical one of the creation of a public and
private capital funds, where the State offers preferential conditions to the private, in order to
encourage him to participate to the Fund. The fund could support directly risk capital
investments in smal and medium-sized enterprises (SMES) or granting guarantees to
investors or funds. The investors and the funds, implement risk capital investments in small

and medium-sized enterprises (SMEs) (scheme E)>.

*1 For an example of a complex risk capital measure, see the State Aid No 152/2003 - Italy (Umbria Region).
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investments

Guarantees

Investors

SMEs

SMEs

Risk capita
investments (c)

SMEs

All these cases share the fact that the final operation in favour of SMEs is always a risk
capital investment. The guarantee aims fundamentally at encouraging investors or funds to
intervene in favour of SMEs. The criteria of compatibility of the aid schemes structured as the
ones supposed, are defined in the mentioned Communication on "Sate aid and risk capital”.
Moreover, this Communication took account of the peculiarity of the risk capital investments,
concerning the difficulty in calculating a "grant equivalent” for the equity. Considering this
element, the Commission does not require to calculate the grant equivalent of aid. The
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Commission adopts a comparative evaluation of the possible positive or negative effects, in
order to evaluate the compatibility of the measuresin favour of the risk capital.

Moreover, without analyzing the evaluation of the risk capital aid - which goes beyond this
study restricted only to the matters related to guarantees- can be useful to remark some aspect,
or some general guideline criteria

- aid to investors or funds can be considered compatible if are restricted to the amount
needed to face problems causing the market failure™,

- concerning the guarantee funds in public and private holding, the Commission states that
they can be considered as an instrument for transferring aid to investors and/or enterprises,
rather than as a direct beneficiary of the aid®. Nevertheless, in some cases requiring, for
examples, transfers to existing funds, the Fund can acquire the characteristics of an
independent enterprise™. The State investment in the Fund could be therefore, produce aid in
favour of such enterprise, hardly compatible with the logic of the Communication of the
Commission™. A possible alternative solution to avoid the measure producing aid to the
independent enterprise (fund), could be that of keeping a separate accounts for the operations
referred to the State measure, trying to establishing again a situation to be compared to the
creation of a specific fund;

- aid to managers of the fund: as already mentioned, the draft Guidelines on Sate Aid and
risk capital to Small and medium-sized enterprises, establishes that ...likewise, aid to the
fund’s managers or management company will be present if their remuneration does not fully
reflect the current market remuneration in comparable situations. This will be particularly
the case where the managers or management company are not chosen through an open and
transparent public tender procedure or if they receive any other advantages granted by the
Sate.

*2See point 1V. 5.1.) of the Communication on " State aid and risk capital”.

%3 See as an example, the case concerning the State Aid No 310/2004 - Germany - ERDF Risk Capital Fund
Brandenburg.

*See point 1V. 5.2.) of the Communication on " State aid and risk capital”.

* Thereal aimisto provide an aid to businesses (SMEs). The aid provided for to other subjects is considered
as compatible only if necessary to the final scope, and if reduced at the minimum amount required.
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Annex |
Some examples of application (summary)>®

Aide d’Etat N 449/2000 — France - Régime cadre : fonds de gar antie®’

The annual Gross grant equivalent of the guarantees is calculated according to one of the
two methods as follows:

- equally to a gross grant equivalent of a subsidized loan The facilitation of the interest
(bonification d’intérét) is equivalent to the difference between the market rate and the rate
obtai ned thanks to the State guarantee after any premiums paid have been deducted;

- the difference between the guaranteed sum, not yet reimbursed, multiplied by the risk
factor and any premium paid.

The risk factor is a coefficient provided by the medium-loss (sinistralité moyenne)® related
to the type of undertakings concerned and calculated on the basis of past data. The rate will be
discounted and improved during the scheme® operation, in order to take into account the
evolution of the economic activities.

State Aid No 181/02 - Italy - Aid related to DOCUP - Measure 1.3 (Tuscany)>
The method of calculation is based on the following formula P>=<C+F+ R
Wherein:

- P=Premium paid;
- C = administrative Costs required for managing the guarantee;

- F = statistically Foreseeable costs, losses statistically foreseeable (F) can be defined as
the result among the percentage of the unpaid operations (UO), the guaranteed operations
(GO) and the percentage of the medium-loss registered by the guarantee institution on the
foreseeable unpaid operations (FU), or rather F = UO x FU.

- R =remuneration of the capital earmarked by the State for granting the guarantee.

If P C+ F + R, do not produce aid. If P C + F + R, produces a benefit for the
beneficiary and the amount of this benefit is calculated as grant equivalent (GE) and is the
result of the difference (C + F + R) — P. This basic formula should however be integrated by

% The texts of the decisions are available in the website of the European Commission at the following
address:

" For any further detail see the Commission Decision.

%8 In 2001 the medium-loss for SMEs was calculated between 15% and 20% for the creation or transfer of
businesses and between 8% and 12% for their development (France: on the basis o data registered in the
previous seven years).

%9 For any further detail see the Commission Decision.
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considering the variability of the R coefficient.
As specified in the decision of the Commission on the aid scheme:

"the capital earmarked for granting guarantees is limited to 5% of each guaranteed
operation. These funds obvioudly are invested. The Italian Authorities therefore argue that the
Remuneration of the capital earmarked by the Sate (R) to be taken into consideration for the
purpose of calculation by the commission reflects the loss remuneration registered by the
Fund, as on such amount, the Fund does not receive any remuneration. Such losses are
evaluated as for 1.92% of the Fund. The return of such capital is evaluated on the basis of the
community reference rate (currently by 5.06%). Finally, the period on which the guarantee
has been activated (defined as the difference between the cases in which the undertaking
becomes insolvent or goes into liquidation ), could vary according with the duration of the
financed operations. Concerning financial operations of five year period, such duration is set
on 0 years on average. On the operations at 10 years, the duration is set of 5 years. On the
operations at 15 years, the duration is set of 6 years. The remuneration (R) of the capital
earmarked is therefore set by:

Rs= 1.92 x 5.06% x 0 = 0%

Rio= 1.92 x 5.06% x 5 = 0.49%

Ris= 1.92 x 5.06% x 6 = 0.58%

The grant equivalent of such guaranteesisthereforeset by An= (C+ F + R1) —P".
Where "n" = duration of financing per year.

However, it is necessary to consider the security of the guarantee on the admissible costs of
the financing. If the guarantee covers the whole costs, then A, corresponds to the aid
intensity. If the guarantee operation does not cover the whole of such costs, the intensity
decrease proportionally.

State Aid No 248/02 - I1taly - Valle D@osta Region: Aid scheme for developing
industry and craft businesses®

The formula used is stated below: EGG = zF-G
-z = part of the loan covered by the guarantee

F = average cost of the guarantee market, which is the result of the sum of three
components: the risk of failure (calculated as the difference between distressed loans for the
industrial sector of the pertaining region, and the totality of credits in the same sector of the
region, for the same year), the managing expenditures and the remuneration of the capital set
aside against guaranteed |oans.

- G = guarantee cost incurred by the beneficiary.

State Aid No 83/B/2005 - Italy (L ombardy) - Establishment of a guar antee scheme

€ For any further detail see the Commission Decision.
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free of aid for agricultural companies and professional agricultural entrepreneurs
(Resolution No 20201 of 14 January 2005)%

The characteristic of this measure is that has been conceived as a non aid. The
Commission, following an in-depth analysis regards the measure as a Non Aid according with
the meaning of Article 87(1) of the EC Treaty. The Commission having regard to the aid
scheme within its analysis make reference to the Commission notice on the application of
Articles 87 and 88 of the EC Treaty to State aid in the form of guarantees, and verifies the
occurrence of the conditions set out in point 4.3 of the notice itself:

(a) the scheme does not allow guarantees to be granted to borrowers who are in financial
difficulty;

(b) the borrowers would in principle be able to obtain aloan on market conditions from the
financial markets without any intervention by the State;

(c) the guarantees are linked to a specific financial transaction, are for a fixed maximum
amount, do not cover more than 80% of each outstanding loan or other financial obligation
(except for bonds and similar instruments) and are not open-ended;

(d) the terms of the scheme are based on a realistic assessment of the risk so that the
premiums paid by the beneficiary enterprises make it, in all probability, self-financing.
Indeed, the guarantee will be granted according to the following criteria:

- undertakings concerned will present a request of guarantee to the agency manager of
the risk fund;

- after an in-depth analysis of the business plan and a risk evaluation based on various
criteria (company® assets, revenues, financial exposures existing before the loan, potentiality
of development, lasting effect of financial charges till extant or deriving from the financing),
the agency will provide the guarantee to the institute selected by the requesting subjects of the
loan:

- if the risk Fund is part of a State holding (in the case in point in the Lombardy
Region), or if belongs to the State, but is managed by a financial institute (selected through a
competitive tender) the value of the guarantee is covered by 50% by the State;

- in case of a non-payment of the guarantee loan, the selected institute will use all the
instruments made available for this purpose, in order to recover the amounts owed by the
defaulting borrower and paid in his stead;

- the guarantee will include a premium calculated according with the market prices,
this premium will cover both the normal risks associated with granting the guarantee and the
administrative costs of the scheme, including a normal return on the initial capital provided
for the star-up of the scheme;

(e) the scheme provides for the terms on which future guarantees are granted and the
overall financing of the scheme to be reviewed at |east once a year;

- Indeed, the criteria for granting guarantees will be defined within the agreement
signed with the selected agency, in order to manage the risk fund; this agreement will specific

®1 For any further detail see the Commission Decision.
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that the scheme financing will be subject to revision at least one®a year;

(f) the premiums cover both the normal risks associated with granting the guarantee and
the administrative costs of the scheme, including, where the State provides the initial capital
for the start-up of the scheme, a normal return on that capital;

- indeed, the guarantee will include a premium calculated according with the market
prices, this premium will cover both the normal risks associated with granting the guarantee
and the administrative costs of the scheme, including a normal return on the initial capital
provided for the star-up of the scheme.

Moreover, the Italian Authorities have conveyed the criteria of calculation of the premium,
used by the Italian banks and the relative simulation of calculation. These simulations, within
the amount of the premium owed by the potential beneficiary of the guarantee, complement
an element which guarantee the annual remuneration of the corresponding capital to that of
the medium-term bond funds with a good rating (Aa2 or Aa3).

State aid No 319/2003 and No 29/2004 (Calabria Region) Italy
(Agriculture guar antee fund).

On the possihility to provide aid to the lender, please read:

" According to the purpose of limiting the scope of its analysis, the Commission regards, firstly, that the aid is
limited to the borrower, because the aim is to facilitate the access of credit to new candidates, without
rescheduling existing loans, on the basis of a guarantee (not therefore included in the case mentioned in the point
2.2 of the Notice)".

State aid N 45/2003 - State guar antee to Partner ships UK Finance L td®

According with the Commission, the measure does not constitute a State aid. Besides
complying the conditions set out in point 4.2 of the mentioned Commission notice on the
application of Articles 87 and 88 of the EC Treaty to State aid in the form of guarantees, the
measure requires some relevant characteristics:

- Thetotal guarantee premium of [1.2-1.8%](*) per annum appears to be market conform
since it has been derived from market-based information and using market practices to
estimate the value of its core components for the reasons outlined below.

- Firstly, the basis fee of the guarantee fee proposed by the UK is derived from a
comparable market benchmark. Thus, the basis fee of the guarantee premium appears
adequate and is a market-based proxy. Although extensive and detailed information on
costs of financing PPP projects is not available, also due to the above mentioned
undevel oped activity of finance to small PPPs, the proposed base premium is derived from
a representative sample of PPP projects (in terms of size, amount, duration and
destination), and consists of the margin applicable to an average PPP senior [oan.

- Further, administrative and other costs, which are also required by the Notice on
Guarantees, appear to be fully covered. Indeed, they are duly factored in the form of an
arrangement fee and, as explained above, are additional to the basis fee.

62 For any further detail see the Commission Decision.
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- Lastly, there are mechanisms in place which will ensure that the guarantee receives
remuneration commensurate to the risks it bears, including those arising from the possible
subordinated character of the guaranteed loan. In fact, when the risk of default of the
beneficiary increases also the premium paid by the beneficiary for the guarantee increases
proportionally. Moreover, the UK authorities statements and calculations have been
supported by factual evidence and by the report of their financial advisor, Rothschild.

In conclusion, the Commission considers that the total premium proposed by the UK is
commensurate to what PUKF would be able to find in the market for the proposed type of
project.
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Texts of the Commission’ s Decisions®™: State Aid No 449/2000, State Aid No 181/02,
State Aid No 248/02, State Aid No 83/B/2005, State aids N 391/2003 and N 29/2004,
State aid N 45/2003

State Aid No 449/2000 France outline: guarantee fund
(Brussels, on 08.05.2001 - SG (2001) D/288478)

Procedure

The French authorities notified the outline arrangement of guarantee funds (hereafter named
"the arrangement") in accordance with Article 88 (3) of the EC Treaty by mail dated from on
12 July 2000, and recorded by the Commission on 17 July 2000.

Further information were requested from the French authorities by D/54149 mail of 2 August
2000.

The French authorities transmitted this information by mail dated from on 12 December
2000, and recorded by the Commission on 13 December 2000.

The French authorities forwarded to the Commission additional information on the
arrangement by mail of 12 January 2001, recorded by the Commission on 16 January 2001,
the French authorities also indicated in this mail their will of maintain the notification of the
arrangement in spite of the entry into force at 1 February 2001 of Commission Regulation
(EC) n°70/2001 of 12 January 2001 concerning application Articles 87 and 88 of the EC
Treaty to the State aid for the small and average companies.

Further information were requested from the French authorities by D/50474 mail of 5
February 2001.

The French authorities transmitted this information by fax dated from on 23 March 2001, and
recorded by the Commission on 26 March 2001.

1. Detailed description of the notified measure

This involves an aid scheme for the access to the bank loans for the small and average
companies within the meaning of the Community definition 2 located in development reaches
of territory 3, which will be cofinanced by the ERDF in the French areas involving
Objectives 1 and 2 of the Structural Funds.

The arrangement envisages the acquisition of a holding by the state in the capital of guarantee
companies, or the subsidy payment with some of these companies in order to endow
guarantee funds.

The share of the capital of these companies of guarantee held by the state after taking of
participation will not be able to exceed 50%.

When they carry out their activities in the competitive sector, the guarantee companies
recipients of these interventions are selected after competition opened to all the European
companies.

In any event, the interventions of the state for guarantee companies the rules laid down on the
matter for the operations cofinanced by the funds will respect structural.

8 We have trand ated the decisions in English language. The official texts of the decisions are available in the
website of the European Commission at the following address:
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The guarantee companies which would benefit of the caused interventions provide guarantees
for financial aids subscribed by SMEs located in devel opment reaches of territory.

The guaranteed maximum share can reach 70% of the carried subscribed, financial aids in
80% for the companies in creation. The share guaranteed using the public funds cannot
exceed 50% of the subscribed financial aids, changed to 65% in the event of creation of
company.

The local authorities can moreover deal with up to 50% of the Commissions of guarantee.
The guarantees granted within the framework of the arrangement cannot be mobilised in first
request. They can be poured only after exhaustion of the right appeals common.

The financial aids being the subject of the guarantees have to be useful

- at the realisation of investments in tangible fixed assets or incorporeal, redeemable to the
assessment of the company in relation to the rights countable and tax French,

- referring to the creation of a new establishment, to the extension of an establishment existing
or to the launching of an activity involving a fundamental change in the product or the method
of production of an existing establishment,

- or carried out in the form of a resumption of an establishment which closed or which would
have closed without this resumption,

- or carried out in the form of technology transfer,

- to finance expenditure of council not constituting any permanent activity or periodica and
not involving normal operation expenditure of the company,

- to finance training expenditure, which includes the acceptable costs following:

- costs of the trainersGersonnel,

- travel expenses of the teachers and of the participantsin training,

- other current expenditure (such as expenditure under the materials and of supplies),

- depreciation of the instruments and of equipment in proportion to their use exclusive for the
training project,

- costs of personnel of the participants in the training project until competition of total of the
other eligible costs appearing in the four above indents.

The annual crude subsidy equivalent of the guarantees is calculated in each case according to
one of the two following methods:

- in the same way than the crude subsidy equivalent of a loan with interest rate subsidy,
interest rate subsidy being equal to the difference between the market rate and the rate
obtained thanks to the guarantee of the state after deduction of the paid premiums,

- like the difference between the guaranteed amount not yet refunded multiplied by the risk
factor and the paid premium.

The caused risk factor is the average loss for the type of company and sector of activity
concerned. This coefficient, calculated on the last database, will be brought up to date and
will be refined during the implementation of the arrangement in order to take account of
possible devel opments of the economic activity.

Thus, in 2001, the average loss for the SMEs is located between 15% and 20% for the
creations or transmissions of companies and between 8 and 12% for development from these
companies. These figures are averages carried out on the whole of France, and over the last
seven years.

The guaranty fees practised on the market to cover expenses of administration of the
guarantees 0.75% of the guaranteed outstanding debt does not exceed generally.
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The assumption of responsibility by the local authorities of 50% to the maximum of these
Commissions 0.375% of the outstanding debt will not be able therefore to exceed. The share
of the guarantees being greatest of 80% of the amount of the financial aid, the annual crude
subsidy equivalent of this dealt with 0.3% of the eligible costs will not be able therefore to
exceed.

To simplify the management of the files, the French authorities consider that consequently
that a share of the guaranty fee is dealt with by the local authorities, one fixed amount of 0.3%
has to be added to the subsidy equivalent related to the only guarantee, such as calculated
according to one of the two methods described above, to obtain the equivalent subsidy rough
of the intervention of the state.

The legal basis of the arrangement is made up by the Law n°88-6 of 5 January 1988.

The budget of the arrangement isabout 15M ayear.

The term of validity of the arrangement ceases to 31 December 2008.

The French authorities engage:

- A make sure at the time of the attribution of each guarantee that the intensity of the
equivalent subsidy rough of the intervention of the state, as calculated like it 7.5% of the
eligible costs in the general case are described above, do not exceed, or 15% in the case of the
small enterprises within the meaning of the Community definition 5.

- to comply with the special rules relating to the sectors subject to rules Community specific
asregards State aid,

- to notify the individual aid of a high amount, within the meaning of Article 6 of the
Regulation (CE) n° 70/2001 of the Commission of 12 January 2001 concerning the
application of Articles 87 and 88 of the EC Treaty to the State aid for the small and average
companies 6 (hereafter named "the SME exempting regulation™), and of Article 5 of
Commission Regulation (EC) n° 68/2001 of 12 January 2001 concerning the application of
Articles 87 and 88 of the EC Treaty to aid for training 7 (hereafter named "the training
exempting regulation") concerning the measures aiming at training,

- to grant aid under the arrangement only when an aid request was sent to the manager of aid
before the beginning of the making work of implementation of the project the object of aid,

- to comply with the cumulation rules fixed at Article 8 of the SME exempting regulation, and
with Article 6 of the training exempting regulation concerning the measures aiming at
training,

- to hold detailed files on the arrangement and individual aid granted to the title of the
arrangement, containing all the information necessary to check if conditions established in the
SME exempting regulation are filled (or in the regulation of training exemption for the
measures on training), including information concerning the statute of SMEs of the benefiting
companies,

- to preserve these files for a ten-year period as from the granting date of the last individual
aid under the arrangement,

- to be communicated, at written request of the Commission, within twenty days working or
within any other longer time which can be fixed in this request,

all the information that the Commission considers necessary for him allow to determine if the
criteria of application of the SME exempting regulation,

_or of regulation of exempting training for the measurement concerning the training, have
summer respected,

30



- to write a report on the application of the criteria of the SME exempting regulation to
arrangement, or of the training exempting regulation for the measures on training, during each
calendar year or part of calendar year during which it is applicable, in the form provided for in
Annex |1 of the aforementioned regulation of exemption and to communicate this report to the
Commission at the latest three months after the expiry of the at which time it refer.

2. Assessment

The interventions of the state within the framework of the arrangement benefit initially the
companies of guarantee and in the second place in the companies benefiting from the
guarantees granted by these companies.

The guarantee companies benefiting of the takings of capital or of the subsidies of the state
within the framework of the arrangement are for the majority of the loca parapublic
structures of aid for development having the statute of non-profit-making associations. Their
activity, with vocation exclusively regional or even local, is centred on a public of small
enterprises in creation or in development carrying out investments of small amount in areas
characterised by their low economic development level. Moreover, for their major majority,
these structures do not carry out their activity in the sector competitive. It follows that, in the
majority of the cases, their activities do not affect exchanges between Member States.

In the exceptional case where the activity of the structures benefiting of the interventions of
the state would affect the exchanges between Member States, it is appropriate to consider that
the point 2.2 of the rule n°9 of eligibility of expenditure for the operations cofinanced by the
funds structural necessitate legal or accounting separation between the funds making object
of the public intervention and the other activities of the company of guarantee benefiting
from this public intervention. It follows that the transferred public funds generally are
completely reflected in the companies benefiting of the guarantees without being able to get
an unspecified advantage in the guarantee companies.

The absence of advantage excludes the presence from State aid within the meaning of Article
87 (1) of the Treaty EC in the guarantee companies.

To suppose that a hypothetical advantage could be withdrawn by these companies in their
competitive activity following their role as an aid distributor, it is appropriate to note that the
French authorities will select the guarantee company benefiting of the intervention public by
means of competition open to all the companies European. It follows that possible aid within
the meaning of Article 87 (1) of the Treaty which would arise from this hypothetical
advantage would be reduced to the minimum necessary, and could have therefore to be
accepted under the article 87 (3) c of the EC Treaty.

The guarantees granted by the caused companies are granted at least partly to means of public
funds.

The Commission has repeatedly, and particularly in Commission communication on the
application of Articles 87 and 88 of the EC Treaty to State aid in the form of guarantees 9
(hereafter named "the communication”) indicated that the guarantees granted by the state can
constitute state aid within the meaning of Article 87 (1) of the EC Treaty.

Item 4.3 of the communication indicates the list of the cumulative conditions that an
arrangement guarantee public has to fill not to constitute state aid within the meaning of the
article 87 (1) of the EC Treaty.

The objective of this arrangement is to encourage thanks to the guarantee of the state accessto
the loans banking for SMEs which could not probably obtain such loans in standard
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conditions of the market without this guarantee. The condition of the letter b) of the point 4.3
of the communication is not therefore filled by the arrangement.

The guarantees granted under the arrangement constitute therefore state aid within the
meaning of Article 87 (1) of the EC Treaty.

Notifying the arrangement, the French authorities respected the obligations which result from
Article 88 (3) of the EC Treaty and of Article 62 (3) of the EEA Agreement.

Guarantees are granted to SM Es within the meaning of the Community definition.

The Commission therefore analysed the arrangement notified by the French authorities to the
light provisions of the SME exempting regulation, except for the granted guarantees to cover
financial aids aiming to finance training expenditure, which has analysed in the light of the
provisions of the training exempting regulation.

2.1 on the methods of the notified measurerelated to the nature of guarantee of aid.

The method of calculation of the crude subsidy equivalent of the guarantees isin conformity
with item 3.2 of the communication.

In particular, the annual amount is calculated according to one of both methods mentioned as
in point 3.2 first and second indent of the communication, and risk factor is calculated on the
basis of failure frequencies which have occurred in the past in similar circumstances, which is
in conformity with the third paragraph of item 3.2 of the communication.

The maximum share of the loans covered by the guarantee is 80%. additionally, maximum
share guaranteed using the public funds will not be able to exceed 65%. These ceilings are
compatible with item 3.4 of the communication.

The mobilisation of the guarantees granted within the framework of the arrangement is
subordinated to specific conditions excluding mobilisation in first request.

The Commission considers therefore that the arrangement is in conformity with item 5.3 of
communication.

2.2 guarantees granted for financial aids concerning investments in of the tangible or
incor por eal fixed assets or expenditure of council.

Investments have to refer to the creation from a new establishment, to the extension of an
existing establishment or to the launching of an activity involving one fundamental changein
the product or the one production method

existing establishment, to be carried out in the form of a resumption of an establishment who
closed or who would have closed without this resumption, or to be carried out in the form of
technology transfer. They have to be immobilised and redeemable to the assessment of the
company in relation to the accounting and tax French laws.

Pursuant to Article 4 (2) of the SME exempting regulation, of such investments can be the
subject of State aid of a maximum rough intensity of 7.5% (15% for the small enterprises).
The expenditure of council which can be the subject of benefiting financia aids of a guarantee
under the arrangement do not constitute any permanent activity or periodical, and do not refer
to usual expenditure of operation of benefiting companies.

Pursuant to Article 5 letter a) of the SME exempting regulation, this expenditure can be the
subject of State aid of a maximum rough intensity of 50%.

The guarantees granted within the framework of the arrangement are therefore compatible
with provisions of the SME exempting regulation, because the French authorities are
themselves engaged to make sure at the time of the attribution of each guarantee that the
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intensity of the crude subsidy equivalent of the intervention of the state, such as calculated as
it is described above, 7.5% of the eligible costs do not exceed in the general case, or 15% in
the case of the small enterprises within the meaning of the definition Community.

The element of aid contained in the guarantees granted for financia aids concerning
investments or expenditure of council satisfies therefore the conditions of the SME exempting
regulation.

2.3 guar antees granted for financial aids aiming at expenditure of training.

Pursuant to the provisions of Article 4 (2) of the exempting regulation training, training
expenditure can be the subject of aid including the intensity maximum is 25% of the costs
eligible for specific trainings out of assisted regions (35% for the SMES). Genera trainings
can benefit from more important aid intensities under paragraph 3 of this same article.
However the rough intensity of aid given by the state within the framework of the
arrangement cannot exceed 7.5% of the eligible costs in the general case, changed to 15% in
the case of small enterprises within the meaning of the Community definition.

The eligible costs are in conformity with paragraph 7 of Article 4 of the Regulation of training
exemption.

The element of aid contained in the guarantees granted for financial aids aiming at training
expenditure satisfies therefore the conditions of the regulation of training exemption.

2.4 common provisionsto all the inter ventions envisaged by the notified measure.

The French authorities committed themselves to notifying the individual aid of one high
amount, within the meaning of Article 6 of the SME exempting regulation and, for what
concern the measures aiming at training, within the meaning of Article 5 of the Regulation of
training exemption.

The French authorities committed themselves to not granting aid under the arrangement that
when an aid request was sent to the manager of aid before beginning of the work of
implementation of the project being the subject of aid, which is appropriate in Article 7 of the
SME exempting regulation.

The French authorities committed themselves to complying with the cumulation rules fixed
by Article 8 of the SME exempting regulation and, concerning the measures aiming at
training, by Article 5 of the training exempting regulation.

The French authorities committed themselves to complying with the transparency rules and of
control fixed at Article 9 of the SME exempting regulation and at Article 7 of training
exempting regulation.

The Commission can therefore, in accordance with the criteria of the SME exempting
regulation and of the training exempting regulation, consider that the outline arrangement of
guarantee funds is compatible with the EC Treaty, pursuant to the exemption of its article 87
3)c.

3. Decision

The analysis of the outline arrangement of guarantee funds led the Commission to decide on
consider aid compatible with the EC Treaty, pursuant to its article 87 (3) c.

This positive appraisal comprises nevertheless the obligation to transmit to The Commission
an annual report on the application of aid and to notify it the changes possible of the project.
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If this letter would contain confidential elements which do not have to be revealed to third
parties, you are invited to inform the Commission, within fifteen working days as from the
date of receipt of the present.

If the Commission does not receive any reasoned request for this purpose within the time
prescribes, it will consider that you are in agreement with the communication to third parties
and with publication of the complete text of the letter, in the language being authoritative, on
the Internet site http://europa.eu.int/comm/secretariat_general/sgb/state aids/

State Aid No 181/02 — Italy: Aidsrelativeto DOCUP —Measure 1,3 (T uscany)
(Brussels, 05.02.2003 - C (2003) 375fin)

1. Procedure

With letter of the 26 February 2002, recorded from the Commission the 27 February 2002, the
Italian authorities have notified the measure in object.

With letter n. D/51563 of the 9 April 2002, the Commission has asked complementary
informations, that they am supplied from Italian authorities with letter of the 7 May 2002,
recorded the 8 May 2002.

With letter n. D/53767 of 20 june 2002, the Commission has asked new complementary
informations, that has been envoys from Italian authorities with letter of the 13 August 2002,
recorded the 27 August. In such letter, the Italian authorities have moreover communicated to
the Commission the withdrawa of the notification of the Deep aid measure caled "for
participation assumptions' correspondent to article 1,3 To of DOCUP, as, to warning they, the
measure did not constitute aid to senses of article 87, paragraph 1 of the CE treaty.

With letter n. D/55493 of the 2 October 2002, the Commission has asked ulterior
clarifications, that are supplied from Italian authorities with letter for the 15 November 2002,
recorded the 20 November 2002 and with letter of the 20 December 2002, recorded the 31
December 2002.

2. Detailed description of the measure

2.1. Denomination and legal base

The regimen iscalled "Aids relative to DOCUP — Measure 1,3 — Tuscany".

The legal base of the regimen is constituted from Deliberations of Regional Committee n.
1402

of the 21 December 2001 and n. 151 of the 18 February 2002

The regimen previews three distinguished aid measures.

2.2. Measure 1,3 B — | fuse of guarantee

2,2,1 Objective of the aid

The Bottom is turned to facilitate the investment financing in relative fixed assets to the
creation of a new plant, to the widening of an existing plant, to the start of a new activity or to
the survey of a plant already closed or that it would have been without said survey. The
Bottom allows a so to contribute to the investment financing in immaterial immobilizations.
The investments in issue will have to be maintained for a period at least five years in the
beneficiary region, that it will be guaranteed from a written engagement of the legal
representative of the beneficiary enterprise. The investments that re-enter in the application



field of the multisector discipline of regional aids to favor of great investment plans cannot
benefit of the application of the measure in object.

2,2,2 Operation of the Bottom

The guarantee Bottom will be managed from Fidi Tuscany SpA, which main shareholders are
the Tuscany Region and the main groups operating bancari in Tuscany (Bank Mount of the
Paschi of Siena, National Bank of Labor Lavoro, Popular Praise Bank, Savings and loan
company of Florence). The Bottom will be constituted for 70% from public resources and
30% from private origin resources, brought from Fidi or banks shareholders of Fidi.

The private investor participation to the Bottom is carried out to same conditions of public
origin participations. The private investors participate to the Bottom as they am already
shareholders of Fidi Tuscany. The Italian authorities have indicated that the participation to
the Bottom of banks shareholders reflects coordination a constant policy of public and private
participations to favor of the development of SME in Tuscany, coordination which bases are
contained in the agreement protocol amongst the Tuscany Region and regional banks,
renewed the 9 December 2002.

According to Italian authorities It trusts is shaped like an agency shape development of the
Tuscany Region. In fact its main activity consists in facilitating the access to the credit of
SME located in Tuscany in the fields that are of regional competence. The Tuscany Region
exercises an effective control on Trusts giacché of it is main shareholder (its participation
cannot come down some under 35% of the capital of Fidi) and nomination the general
manager let alone an important part of the control and administration organs.

2,2,3 Shape of the aid

The come to an agreement aid from the Bottom will underneath be granted guarantee shape
on operations of financing to mean or long term and on inferior or equal amount leasing
operations to 1.5 million euro and decennial duration, eventual €levabile to 15 yearsin case of
acquisition, construction and restructure of immovable assetses. The guarantees come to an
agreement from the Bottom will not cover anymore of 80% than said operations.

The Bottom will operate like a spin bottom: the rendered resources available from the
satisfactory conclusion of an operation will be employed to guarantee new operations, once
deducted the losses dues to remained operations in suffering.

The administrative expenses will be to cargo of the beneficiary enterprise and will be covered
by means of payment of a commission specify.

2,2,4 Permissible Costs

Regarding investments in material immobilizations, the permissible costs comprise: buildings,
equipments, machines and instruments, vehicles from transport. With regard to investmentsin
immaterial immobilizations, the permissible costs comprise licence purchase costs, licences,
"know-how", software. The relative costs to advising services and the participation costs to
fairs and exposures, to senses of article 5 of regulations (CE) n. 70/2001 are moreover
permissible.

2,2,5 Intensity

To calculate the intensity of guarantees, the Italian authorities propose the following method.
Corresponded commission (C) from an enterprise to obtain a guarantee must cover following
elements. necessary the administrative expenses for the statistical expectable management of
guarantee (S), expenses (P) and the remuneration of the employed capital from the State for
the concession of guarantee (R). When C< S+ P + R, sussiste aid and the equivalent- subsidy
of such aidisequal to (S+ P + R) — C. These values can be determined like follow:
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__inthe case of the measure 1,3 B, the enterprises pay to Trust Tuscany an equal commission
(C) to 1% the guaranteed loan;

on the base of the accounting of Trusts Tuscany and of guarantee operations from you carry
outitin past, is possible to estimate management administrative expenses (S) to 0,98% of the
guaranteed loan;
_ statistical expectable losses (P) can be defined as the product amongst the percentage of
operations to suffering (OS) on operations guaranteed (PS) and the percentage of medium
losses of the guarantee organism you record on operations gone in suffering (PS), that isP =
OS x PS. To 31.12.2000 (the more recent date for which the Italian authorities are in a
position to supplying statistics), the percentage of operations to suffering you record from
Trusts Tuscany was of 3.28%. The percentage of losses was of 39.20%. The statistical
expectable losses can therefore 39,20% = to be estimated equal to 3.38% x 1,28%. However
given sayings refer to the entire Tuscany region. It is lawful to suppose that the losses will be
advanced in assisted zones. To hold some | count, the Italian authorities have increased such
figures of 50% and estimate therefore the expectable losses P to 1.92%;

the employed capital for the concession of guaranteesis limited to 5% of every guaranteed
operatlon Such it fuses are obviously invested. The Italian authorities support therefore that
the remuneration of the employed capital from State (R) to take in consideration to aims of
the calculation of the commission corresponds to the remuneration of losses recorded from
the Bottom, from the moment that, on such amount, the Bottom do not perceive some
remuneration anymore. The losses in issue are estimated equal to 1,92% of the Bottom. The
rendering of such capital is estimated current on the base of the communitarian reference rate
(of 5,06%). Finally, the period on which is activated the guarantee (defined like the difference
amongst the moment in that the enterprise becomes insolvent and the moment in that the loss
is liquidated) varies in function of the duration of financed operations. On operations of
financing to five years, such period isin average of 0 years. On operationsto 10 years, it is of
5years.
On operations to 15 years, it is of 6 years. Remuneration (R) of the employed capital is
therefore equal to:
R5=1,92x 5,06% x 0= 0%
R 10=1,92 x 5,06% x 5= 0,49%
R 15=1,92 x 5,06% x 6 = 0,58%
The guarantee equivalent- subsidy said isthereforeequal to Ton=(S+ P+ Rn)-C.
That is, for afinancing operation:
tofiveyears. To5=(0.98 + 1.92 + 0,00) — 1.00 = 1,90% of the financing
totenyears: To 10 = (0.98 + 1.92 + 0,49) — 1.00 = 2,39% of the financing
to fifteen years: To 15 = (0.98 + 1.92 + 0,58) — 1.00 = 2,48% of the financing.
Se the financing operation in such a way guaranteed covers the totality of permissible costs,
then such amounts correspond to the intensity of the aid. Se the operation does not cover the
totality of sayings costs, the intensity diminishes in proportion. It can therefore be concluded
that the intensity is equal to 1,90% for financings to five years, to 2,39% for financings to ten
years and to 2,48% for financings to fifteen years.
2,2,6 Beneficiaries
The guarantees will only be come to an agreement to consistent SME to the definition of that
to of regulations (CE) n. 70/2001 or to consistent SME consortia of the par to the
communitarian SME definition. The SME must be located in Tuscany and being economic
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and financial healthy. The regimen micro interests in particular enterprises or SME in starter
phase, of fast increase or that they realize produced or processes new or innovated you. The
regimen is not applied to enterprises in difficulty.

2,2,7 Interested Fields

The regimen is only applied to some fields, more just: metalliferous mineral extraction,
manifacturing industry, construction, commercial, hotel field and of the ristorazione, tied
fields to the search, computer science and the acquaintance.

They are excluded from the application of this regimen tied fields to the production,
transformation and commercialization of agricultural products and products of the peach and
the acquacoltura, which defined ones to of the CE treaty. They are moreover excluded
following fields: transports, coal, siderurgia, shipbuilding, man-made fibers and automotive
industry.

2,2,8 Cumulus

The aids come to an agreement based on the regimen in object are cumulabili with other
regimes to competition of authorized intensities from the regulations CE n. 70/2001. To
guarantee the respect of such norm on the cumulus, the legal representative of the beneficiary
enterprise will have to supply a declaration indicating the amount of other aids already
collected or to collect for same permissible costs or the confirmation that no other aid has
been neither will be demanded for same costs.

2,2,9 Appropriation

The contribution | publish to the Bottom will be of 8.000.000 of euro.

2.2.10 Duration

The measure in object will be applied till the 31 December 2006.

2.2.11 Engagement

Besides above-mentioned points, the Italian authorities are engaged to respect all application
conditions of the regulations CE n. 70/2001.

2.3. Measure 1,3 C — participation loan Bottom you

2,3,1 Objective of the aid

The objective of the Bottom consists in financing activity programs that preview the creation
or the expansion of enterprises, the investment development new, the technological
innovation introduction in processes or products or integration amongst SME.

The investments will have at least to be maintained for a period of five years, that it will be
guaranteed from awritten engagement of the legal representative of the beneficiary enterprise.
The investments that re-enter in the application field of the multisector discipline of regional
aids to favor of great investment plans cannot benefit of the application of the measure in
object.

2,3,2 Shape of the aid

The aid will underneath be come to an agreement participation loan shape you to repayable
facilitated norm rates in five years. Such loans covering power only 75% of the reference
investment. The interest on the capital is made up of two el ements:

__anot advanced interest rate to the official bank rate (current of 3,25% annual);

__a guota the clean exercise profit (when it exists). Such quota is equal to the existing
relationship to the end of the previous exercise amongst the loan partecipativo and the net
worth of the enterprise and cannot exceed 1% of the residual capital of the loan partecipativo.
2,3,3 Operation of the regimen
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The participation loans there will be granted from a bottom, managed from Trust Tuscany
SpA. The Bottom will be constituted for 70% from public resources and 30% from private
origin resources, brought siafrom Trusts that from banks sharehol ders.

The enterprises that wish to obtain a loan partecipativo introduce to an investment plan to the
society backer of the Bottom. Before coming to an agreement the loan, this last verification se
the plan satisfies application conditions of the regimen and analyzes the situation financial
institution of the enterprise to estimate of the reimbursement ability of the loan. The loan
partecipativo is distributed as aresult of the realization of the investment.

For every loan partecipativo, the society backer asks shareholders personal guarantees
sufficient to cover the reimbursement of the loan enclosed partecipativo, capital and interests.
Moreover it will assess that, thanks to their patrimony or to their personal yields, partecipativo
arranges of resources financial institutions sufficient to guarantee the reimbursement of the
loan.

2,3,4 Permissible Costs

The permissible costs cover investment expenses in material and immaterial immobilizations
to senses of articles 2 and 4 of regulations (CE) n. 70/2001, let alone the advising service
acquisition and participation costs to fairs and exposures, to senses of article 5 of regulations
(CE) n. 70/2001.

2,3,5 Intensity

The Italian authorities have calculated intensities of aid using like reference rate the
communitarian reference rate. It is obvious that the interest rate effective corresponded from
the beneficiary enterprise of the loan partecipativo cannot be determined a priori, since
depends on the business result. Admitted that the effective rate is of 3.25 %. that is the most
minimal rate that could be corresponded from the enterprise and held account of the fact that
such loans cover only 75%

of the investment, the Italian authorities have estimated the intensity of aid to 3.56%.

2,3,6 Beneficiaries

The guarantees in object will only be come to an agreement to consistent SME to the
definition of that to of regulations (CE) n. 70/2001 let alone to consistent enterprise consortia
of the par to the communitarian SME definition. The beneficiaries must underneath be
constituted shape of capital society. The enterprises in difficulty will not be able to benefit of
participation loans you.

2,3,7 Interested Fields

The interested fields are identical to thoses of the measure 1,3 B.

2,3,8 Cumulus

It is not admitted the cumulus of aids in object with other aids having or little regional
purpose, are they of local, regional, national or communitarian origin for same permissible
costs.

2,3,9 Appropriation

The contribution | publish to the Bottom will be of 3.000.000 of euro.

2.3.10 Duration

The measure in cause will be applied till the 31 December 2006.

2.3.11 Engagement

Besides above-mentioned points, the Italian authorities are engaged to respect all application
conditions of the regulations CE n. 70/2001.

24 Measure 1,3D —1 fuse of Early Stage (Deep for the starter phase)
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2,4,1 Justification of the regimen

The authorities of the Tuscany Region think that the risk capital continues in a generalized
manner to being little employee in Italy and in Tuscany in particular regarding participations
in enterprises in phase of starter or other initial phases. They observe in particular that in 2001
in Italy enterprises in creation phase have been carried out 222 risk regarding capital
operation participations and "early stage financing" of that only 8 in Tuscany, that is not
online with the economic weight of the region.

According to Italian authorities the ransom of investments necessary to support the birth and
the initial development of this type of enterprises general is inferior to that one that renders
attractive such investment for a private investor. Given operating costs of single operations
and the limited medium time of this type of investment (four norm years), the lucks capitalist
general prefer to invest in enterprises already constituted to the aim to limit costs and risks. It
would be therefore in presence of afailure of the market of the risk capital for SME in phase
"early stage" or "start up", failure attributable to two factors:

_ the existence of an imperfect and asymmetric information. The imperfection, in particular,
is connected to the innovativita of plans of these enterprises that comportanonotevoli risk
assessment problems. The asymmetry is instead connected to the difficulties that the investors
meet in reperire reliable informations on economic perspectives of SME, in particular of new
SME;

_ the high appraisal costs and the transaction costs.

It seems that such phenomenon characterizes in particular the Itaian truth since the
investment thresholds for risk capital are much more elevated in Italy that in the rest of
Europe (in 2001, the medium investment for risk capital in enterprises start up was of 1.3
million euro in Italy against 900.000 euro for all Europe).

To make up for to what they consider a failure of the risk capital market for SME, the
authorities of the Tuscany Region have early constituted the Bottom stage object of Measure
1.3.D of the DOCUP.

2,4,2 Participation Modality of the Bottom

The Deep one operates by means of two distinguished participation modalities: the first one
said of "seed financing" concerns actions finalized to the development of production process
and product experimentation and search activity result.

The second gear, said of "start-up financing”, is turned to support the materia
implementazione of industrial plans, R&S activity fruit, financing the development of a
product beginning from a prototype and its commercialization to contribute in such a way to
create conditions for the private investor participation and lucks capitalists.

In two cases, the aids will be poured from the Bottom under participation assumption shape in
the capital of beneficiary enterprises. Single the participation assumption financing tranche
said will not be able to exceed the 750.000 or 500.000 amount euro euro for enterprises
situated in admitted zones to the exception of article 87, paragraph 3, |etter ¢). The authorities
of the Tuscany Region admit that the capital contributions distinguished, but realized in an
interval of six months, are considered like making part of an only tranche to the par of spaced
out participations also from longer periods that are shaped like only ones.

2,4,3 Management Modality of the Bottom

The Bottom will be managed from a specialized manager in risk capita operations, selected
through an European contest ban. The manager will have to engage itself to at least obtain a
private co-financing level of the equal Bottom to 30%. Private co-financing quota the
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guaranteed from the manager will make part of the elements that constitute criteria of
appraisal of candidacies.
The remuneration of the subject manager of the Bottom will be determined in the following
way
"start up fee", established through the contest ban with spell procedure to the decrease and
Ilmlted toa maX| mum correspondent to 2% of the Bottom;
a "management fee", established through the contest ban with limited spell procedure to the
decrease to a maximum correspondent to 2% of the Bottom annual;
one "fee success', tied to obtained result from the manager, established through the contest
ban with spell procedure to the decrease, with a maximum correspondent to 20% of profits of
the Bottom that residuano once guaranteed the most minimal rendering to private investors.
The authorities of the Tuscany Region think that these mechanisms of remuneration would
have to urge subject the manager to manage the Bottom with the scope to maximize the profit
and that the resource to a contest procedure to determine the remuneration level will allow to
guarantee that sia come to an agreement the most minimal level of remuneration.
The manager will have to base its investment decisions on the selection of best business plans
introduced from enterprises beneficiary aspirants. The investors could be represented in the
decisiona organs of the Bottom in connection with the entity of their participation. An
appropriate agreement amongst investors, public or private of the Bottom, and the manager of
the same one, regolamentera their mutual relationships, objectives of the Bottom and the
previewed calendar for investments. The manager will have to periodic communicate the
course of the Bottom to investors. Moreover he will have to elaborate every year a detailed
relationship on every distributed financing from the Bottom, on the rate of return diciascun
investment and on previewed investment plans.
Finaly, he is previewed a mechanism of escape that will be able to operate sia through the
sale sulmercato of the possessed quota from the Bottom, or by means of cession of the entire
capital of the enterprise to an other interested enterprise to its purchase, or, finaly, by means
of the purchase from the entrepreneur of the possessed quota from the Bottom, always to a
market price.
2,4,4 Nature of private investors of the Bottom
The private investors will participate to competition at least 30% of the capital of the Bottom.
To stimulate the participation to the Bottom, to investors he will be offered a guarantee: when
the annua rendering of the Bottom is inferior to a sure percentage, the Tuscany Region
rinuncera to a quota own resources (vital and rendering) so as to to guarantee to sayings
private investors a not inferior rendering to the established threshold. Such threshold will be
fixed by means of spell procedure to the decrease in occasion of the contest for the selection
of the manager of the Bottom and it will not be able to exceed 3% of the quota private
investors.
2,4,5 Nature of the enterprises that benefit of investments of the Bottom
The Bottom will be able to only invest in the SME capital, thus like defined ones in of
regulations (CE) n. 70/2001, ininitial life phases.
They will not be able to benefit of the Bottom operating enterprises in following fields:
transports, siderurgia, shipbuilding, man-made fibers, CZECH automotive industry, fields,
fields of the production, transformation and commercialization of the agricultural products of
that to of the CE treaty. Moreover they will not be able to benefit of aids enterprises in
difficulty or restructure phase.



2,4,6 Appropriation

The equipment total of the Bottom will be at least 5.000.000 euro: the co-financing | publish
will pile to 3.500.000 euro and the private financing at least 1.500.000 euro.

2,4,7 Cumulus

The Tuscany Region has been engaged to respect following principles in cumulus matter:

_ the enterprises in which the Bottom has assumed a participation will not be able to receive
investments from other risk capital bottoms that they involve public resources qualora such
arranged participations exceed the 500.000 limit euro (or 750.000 euro for enterprises situated
in admitted zones to benefit of aidsin virtue of article 87, paragraph 3, |etter c));

_ the enterprises in which the Bottom has invested will be able to only receive aids to the
investment to competition of 50% of intensities of aid normal authorized from the
Commission based on the regulations CE n. 70/2001 and to the Italian paper of aids to
regional purpose for the period 2000-2006.

2,4,8 Duration

The previewed duration of the Bottom is of eight years, eventual prorogabile of two years.
2,4,9 Engagement of the Italian State

The Italian authorities are engaged to supply to the Commission an annual relation on the
structure of the Bottom and the course of carried out investments.

3. Assessment of the measure

3.1. Legittimita of the aid measure

The Italian authorities, having notified to the Commission the measure in object before its
entrance in vigor, have adempiuto the obligation to impending they to senses of article 88,
paragraph 3, of the CE treaty.

3.2. Appraisal of the measure 1,3B

3,2,1 Aid Existence to senses of article 87, paragraph 1, of the treaty it Commission the aid
measure has estimated to Us on the base of article 87, paragraph 1 of the CE treaty which it
establishes that "they are incompatible with the common market, in the measure in that they
affect exchanges amongst States members, the aids granted from States, that is by means of
state resources, under whichever shape that.... falsino or threatens of fal sare the competition".
The Commission observes that the bottom, that will come to an agreement to said guarantees,
is constituted for 70% from governmental capitals and for 30% from private capitals. Orbene,
amongst theses private capitals, a part come from Fidi, society effective controlled from the
Tuscany Region that, second the Italian authorities, works like development agency of the
same one.

The private origin capita rest such is supplied from regional banks, shareholders of Fidi, in
the picture of their cooperation policy with regional authorities of the Tuscany to favor of the
development of SME. That premised one, held account of the fact that the quota
governmental capitals in the Bottom is majority, and that the bottom is managed from a
society that can be considered like an emanation of the Tuscany Region, the Commission
considers that the Bottom is a vehicle to transfer State resources.

The measure in issue favors some enterprises, that is the SME situated in the Tuscany Region,
giacché grant they guarantees to inferior conditions to thoses of the market rate: in fact, the
commission of 1% demand from the contropartita Bottom for a reason or purpose of the
guarantee is inferior to the level of the market. In conferring a selective advantage to
beneficiaries the measure in issue can falsare or threaten of falsare the competition.
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Finaly, since the activity of beneficiary enterprises can produce effects on the international
commerce, the measure of that drawn it is apt to affect exchanges intracomunitari.

Since private banks participate to the Bottom, it is necessary to determine se they do not
benefit of an aid in the picture of such participation. Orbene, the Commission in the first place
finds that the bank participations said remunerate in function of profits of the Bottom, without
particular advantages neither guaranteed minimal remuneration from the Tuscany Region.
The Commission observes moreover that the Bottom comes to an agreement guarantees to
inferior rates to thoses of the market. The rendering of the Bottom will be therefore inferior to
that one of a normal Bottom. It is not therefore possible to conclude that the bottom comes to
an agreement an advantage to the banks that participate you, as it has been already indicated,
in the picture of their political filantropica of collaboration with the Tuscany Region for the
development of SME. Consequently the Commission can conclude that the measure in issue
does not constitute aid to the level of private investors of the Bottom.

The Commission thinks therefore that the measure in cause res-enter in the application field
of article 87, paragraph 1 of the treaty giacché is shaped like a State aid to favor of the SME
that benefit of guarantees come to an agreement from the bottom in issue.

3,2,2 Compatibility to senses of article 87, paragraph 3 of the CE treaty Established that the
measure constitutes aid to senses of article 87, paragraph 1, of the CE treaty, is necessary to
determine se the regimen can be considered compatible with the common market based on
article 87, paragraph 3, of the CE treaty.

The Commission observes in the first place that the aids come to an agreement based on the
measure in object are underneath granted guarantee shape for financing operations, loan or
leasing.

Such aids must in the first place therefore be analyzed on the base of the communication of
the relative Commission to the application of articles 87 and 88 of the CE Treaty to State aids
| granted guarantee shape underneath 1. To this end it is necessary in the first place to signal
that the guarantees come to an agreement from the bottom will not covering power more of
80% of financing operations. Moreover the activation of the guarantee is subordinated to a
preliminary claim near the debtor let alone to specific conditions that can reach until the
reporting requirement of the failure of the beneficiary enterprise or to the analogous procedure
start. They am two conditions that, second points 3,4 and 5,3 of the above-mentioned
communication must be satisfied because the Commission can admit guarantees that they
congtitute aids of State. Moreover, to point 3,2 the communication enumerates some
principles for the calculation of the equivalent subsidy of a guarantee. The proposed method
from authorities of the Tuscany Region does not correspond to two suggested methods, but it
can be considered like a "general recognized method objective justified and" to senses of
point 3.2. The Commission finds in fact that the Italian authorities have based their
calculation on the frequency of manchevolezze producing in passing for financing operations
granted in analogous circumstances - that is SME in the Tuscany Region - situated in assisted
zones and that they have held suitable element account different other to affect the value of
the guarantee, amongst that the duration of operations assisted from said guarantees, operating
expenses or the remuneration of the employed capital from the State. Consequently, the
Commission thinks that the esteems of intensities of sayings aids elaborated from ltalian
authorities are correct. The Commission states moreover that the Italian authorities have
structured the measure in issue on the base of the regulations CE n. 70/2001 and, in particular,
observes that:
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_all the ben€ficiary enterprises of guarantees are SME, consistent to the definition of that to
of the regulations CE n. 70/2001;

_ the definition of investments and permissible costs on which they apply guarantees is in
compliance with articles 2 and 5 of the regulations CE n. 70/2001,

_ the intensities of sayings aids are inferior to the thresholds authorized to article 4 of the
regulations CE n. 70/2001;

_ the norms on the cumulus of aids are respected;

_ the aid measure in cause is not applied to fields excluded from the application field of the
regulations CE n. 70/2001;

_ the Italian authorities have been engaged to respect other application conditions of
regulations n. 70/2001.

Consequently the Commission can conclude that the aid measure of that drawn it is in
compliance with the regulations CE n. 70/2001 and satisfies therefore exemption criteriain
virtue of article 87, paragraph 3, letter c) of the treaty.

3.3. Appraisal of measure1,3C

3,3,1 Aid Existence to senses of article 87, paragraph 1, of the CE treaty For same reasons of
the measure 1,3 B, the Commission considers that the aforesaid measure is come to an
agreement through state resources. Moreover such measure favors some enterprises, that is
SME situated in the Tuscany region, granting they participation loans you to an inferior rate
to the communitarian reference rate. In fact, qualora the beneficiary does not realize profits,
this rate will be equa to 3,25%, that he is clearly inferior to the current reference rate of
5.06%. The measure, in conferring a selective advantage to beneficiaries, is apt to falsare or
threatening of falsare the competition. Finally, since the activity of beneficiary enterprises can
have effects on the international commerce, the measure can affect exchanges intracomunitari.
For same reasons of the measure 1,3 B, the Commission considers that they are not come to
an agreement advantages to private investors of the Bottom there.

Conseguently the Commission thinks that the aid measure in issue res-enter in the application
field of article 87, paragraph 1 of the CE treaty from the moment that constitutes an aid of
State in favor of the SME that benefit of these participation loans you.

3,3,2 Compatibility to senses of article 87, paragraph 3 of the CE treaty Established that the
measure constitutes aid to senses of article 87, paragraph 1, of the CE treaty, is necessary to
determine se the regimen can satisfy compatibility criteria with the common market based on
article 87, paragraph 3, of the CE treaty.

In the first place, regarding the calculation of the intensity of aids come to an agreement
underneath participation loan shape you, the Commission observes that sayings loans are
granted to a base rate of 3,25% that it adds a part of the exercise net profit (when it exists).
That means that the rate effective paid from the beneficiary will be at least of 3,25%. Su the
base of such rate can underneath calculate the most maximum intensity of the aid using the
calculation method of the equivalent subsidy of an aid granted facilitated loan shape,
described to of Guidelinesin State aid matter to regional purpose. The Italian authorities have
obtained a most maximum intensity of aid of 3,56% using specified the communitarian
reference rate of 5,06%. Va that in other regarding cases aids granted underneath loan shape
partecipiativi to rates facilitated 2, the Commission have used like reference rate the increased
communitarian rate 400 points, in compliance with the relative communication to the fixation
method of update and considered reference rates 3 having that such loans had been come to an
agreement in lack of emergencies normal demanded from banks. In the case in point, the



Italian authorities have assured to the Commission that will obtain personal guarantees of the
shareholders, who will assess that financial institutions have resources sufficient to guarantee
the reimbursement of the loan partecipativo and that such praxis is in compliance with how
much they demand banks in analogous cases. That premised, the Commission admits the
employment of the not increased communitarian reference rate and recognizes that the most
maximum intensity of aidsin issueisequal to 3.56%.
The Commission observes moreover that the Italian authorities have structured the measure
on the base of the regulations CE n. 70/2001 and in particular finds that:

al the beneficiary enterprises of guarantees are SME, consistent to the definition of that to
of regul ations of the regulations CE n. 70/2001;

the definition of investments and the permissible costs that they apply guarantees is in
compllance with articles 2 and 5 of the regulations CE n. 70/2001,

the intensities of aids are inferior to the thresholds authorized to article 4 of the regulations
CE n. 70/2001;
__isnot to you cumulus of aidsin cause with other aid regimes for same permissible costs;

the aid measure is not applied to fields excluded from the application field of the
regulatlons CE n. 70/2001,

the Italian authorities have been engaged to respect other application conditions of
regulatlons n. 70/2001.
Conseguently the Commission can conclude that the aid measure in issue is in compliance
with the regulations CE n. 70/2001 and satisfies therefore compatibility criteria with the
common market in virtue of article 87, paragraph 3, of the CE treaty.
3,4 Appraisal of themeasure 1,3 D
Since it concerns the constitution of a risk capital bottom, the Commission has examined
measure 1.3.D on the base of its communication on State aids and the risk capital.
3,4,1 Aid Existence to senses of article 87, paragraph 1, of the treaty D measures it to Us 1.3.
consists in the creation of a bottom that will be in large one leaves constituted from public
origin capitals brought from the Tuscany Region. The measure therefore is financed by means
of state resources to senses of article 87, paragraph 1, of the CE treaty.
Aid at the level of investors. According to the communication of the Commission on aids of
State and risk capital, se the State resources are brought to same conditions applied to private
investors (principle of the treatment parity) can of norm to conclude that the measure does not
confer some advantage 5. Orbene, in the case of the measure 1.3.D, the Commission observes
that when the annual rendering of the Bottom is inferior to a sure percentage, the Tuscany
Region rinuncera to a part of its revives to guarantee aforesaid private investors a most
minimal rendering. The Commission of it deduces therefore that the public participation to the
bottom is not carried out according to the principle of the treatment parity and that the more
favorable conditions come to an agreement to private investors under guaranteed most
minimal rendering shape allow to conclude that an advantage to senses of article 87 exists,
paragraph 1 of the CE treaty.
Moreover the participants will be chosen from the manager of the bottom that will above all
try to guarantee the saying quality private investors. The advantage that will be granted they
will be therefore selective.
Finally the investment in risk capitals is an activity that forms object of important ones
exchanges amongst States members and is therefore probable that sayings exchanges suffer of
the measure in issue.



Consequently the measure 1.3.D, as it comes to an agreement to private investors of the
bottom a selective advantage coming from from public resources and action to affect
exchanges intracomunitari, is shaped like an aid to investors to senses of article 87, paragraph
1 of the CE treaty.

Aid at the level of the enterprisesin which the investment is realized. Said enterprises they do
not receive aids se they can benefit of investments to conditions that would be acceptable for
an operating private investor in a market economy.

It is true that the decisions to invest are taken from a specialized manager, under the investor
control of whom somes are private and have therefore interest to maximize profits. But, like
indicating to point 1V.5 (3) of the above-mentioned communication, that is not decisive of for
same himself. In the case in issue the come to an agreement advantages to private investors
have allowed they to limit risks and to increase the rendering of investments. It cannot
therefore be considered that they act like operating normal schools economic. It is therefore
possible that the advantages granted to investors are transferred to beneficiary enterprises of
the bottom. The Commission cannot therefore exclude that the enterprises receive an
advantage.

Moreover such advantage is selective from the moment that only some SME, located in
Tuscany, can benefit some. Since these SME, often active in fields to high technology, can
operate within the international commerce, the aforesaid advantage can also affect exchanges
intracomunitari. The Commission can therefore conclude that the measure can also constitute
aid at the level of beneficiary enterprises of the bottom.

Aid at the level of the bottom. According to the communication on State aids and the risk
capital, also the same bottom can be considered like the beneficiary of an aid when it has
characteristics of an independent enterprise. Such case resorts in particular se the aid measure
involves atransfer in favor of an already existing bottom.

Orbene, the examined bottom in the present decision has been explicitely constituted from
authorities of the Tuscany Region to facilitate investments in the capital of some SME. The
bottom can therefore be considered like a simple structure that allows to transfer an aid to said
enterprises let alone to investors and not like a beneficiary of the aid.

3,4,2 Compatibility to senses of article 87, paragraph 3 of the CE treaty

Established that the notified regimen concerns State aids to senses of article 87, paragraph 1
of the CE treaty, is necessary to determine se it can be declared compatible with the common
market to senses of paragraph 3 of the same article.

According to point VI.5 of the communication on State aids and the risk capital, the
Commission demands the test of the existence of a failure situation of the market before
authorizing provisions in favor of the risk capital that they do not re-enter in the application
field of the enforced norm. Orbene, the measure in issue does not re-enter in the application
field of the existing norm from the moment that the supplied financings from the regimen are
not connected to permissible expenses on the base of regulations, existing guidelines and
disciplines.

However, as it is indicated to point V1.5, the Commission is arranged to a priori admit the
existence of afailure situation of the market qual ora every financing installment in favor of an
enterprise does not exceed 500.000 euro or 750.000 euro in zones admitted to benefit of aids
in virtue of article 87, Such paragraph 3, letter ¢). conditions are satisfied in the species case,
that it allows to the Commission to conclude that the Bottom early stage will take part mainin
the fields in that afailure situation of the market exists.



Point VI1II of the above-mentioned communication moreover lists a sure additional criterion
number for the determination of the compatibility, more just:

_ type of enterprises in that the bottoms are invested: the fact that the bottom in examination
is entire classified to SME in starter phase or in other initial phases not pertaining to sensitive
fieldsis a positive element. Such enterprises must moreover be financia healthy;

_ limitation of the amount of financings: in compliance with point VIII, every financing
installment for enterprise will not be able to exceed 500.000 euro or 750.000 euro in admitted
zones to benefit of aidsto norm of article 87 (3) c;

_ the provision must be centralized on the requirement to make up for to a failure of the
market of risk capitals. The Commission observes that the bottom will underneath take part
minority participation assumption shape in the capital of beneficiary enterprises, that, second
the communication is considered like a positive indication of the fact that the measure is
effective centralized on such failure situation;

_ the decisions to invest must be oriented to the realization of a profit. It varies elements
allow to determine seit reruns such case. It is necessary in the first place that the participation
of private capitals to the bottom is meaningful, that it is confirmed se 50% dictate
participation are equal at least or to 30% in assisted zones. In the case in point the
participation will be equal at least 30%, that he seems sufficient considered that the Tuscany
comprises zones that can benefit of aids to norm of article 87 (3) c. The Commission finds
moreover that the investors will be represented finally in the decisional organs of the bottom,
that will be an agreement amongst the manager of the bottom and investors there to define
objectives of the bottom and to fix the calendar of investments and that the remuneration of
the manager will be tied to result under shape "success fee'. All these elements allow, on the
base of the disposed one of point VIII of the communication, to conclude that the decisions of
the bottom will be oriented to the realization of a profit;

_ the level of the distortion of the competition amongst investors and active trusts must be
reduced lessened. The Commission observes that the guaranteed most minimal rendering to
private investors of the bottom in issue will be determined from a spell to the decrease in
occasion of the contest procedure for the selection of the manager of the bottom and will bein
any case limited to 3%. Holding account that the contest ban will be to European level, this
guaranteed rendering will be therefore fixed

to the most minimal level necessary to encourage investors to participate to the bottom. The
Commission can therefore conclude that the distortion of the competition amongst investors
will be reduced lessened;

__existence of a business plan and escape mechanisms. It is previewed that all the investment
decisions of the bottom will be taken on the business plan base. It is moreover previewed an
escape mechanism for public participations in enterprises. These elements are considered
positive from the communication;

_ the norm presence on the cumulus of aids in favor of one same enterprise. The Italian
authorities have been engaged to respect norms on the cumulus. These engagements are
analogous to thoses already accepted from the Commission in other aid cases to the risk
capital 6 and can therefore be considered like satisfactory ones. Such approvals elements, the
Commission can conclude that the regimen in cause satisfies exemption criteria in virtue of
the article 87 (3) (c) which described in the communication on State aids and the risk capital.

4. DECISION
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The Commission therefore has decided to consider the aid like compatible one with the CE
treaty.

Where the present letter contained classified elements not to disclose to thirds party, prays to
inform of the Commission, before fifteen days worked you to leave from the reception date.
Qualora it does not receive a motivated demand in such sense before the established term, the
Commission will presume the tacit assent to the communication to third and to the publication
of the integral text of the letter, in the language making faith, on the site Internet
http://europa.eu.int/comm/secretariat_general/sgb/state _aids/

State aid No 248/02 Italy - Region Aosta Valley: Aid scheme for the development of
industrial and artisan enterprises
(Brussels, 11.02.2003 - C (2003) 100)

Procedure

With letter of the 4 April 2002 n. 4246 (A/32543), the Italian authorities have notified to
senses of article 88, paragraph 3, of the treaty an aid regimen for the development of
industrial and artisan enterprises of the Region Aosta Valley. The regimen has been enrolled
in the registry of aids notified with the number N 248/02, since its entrance in vigor is
subordinated to the preliminary approval from Commission to senses of following articles 87
and of the treaty.

The Commission has demanded complementary informations with letters of the 27 May 2002
(D/52611) and 30 2002 september (D/55446), that the Italian authorities have answered with
letters of the 3 August 2002 n. 9751 (A/36066), 27 November 2002 n. 14800 (A/38899) and
15 352 2003 January n. (A/30303).

Description of the notified mesure

Objective

The regimen concerns aids to favor of the regiona development in zones of the Region Aosta
valley admitted to the exception of that to article 87, paragraph 3, letter ¢) of treaty, aids for
investments of active SME in said region let alone aids for investments for the protection of
the atmosphere.

Legal base

The legal base of the regimen is the regiona bill n. 153, bringing " Participations regional for
the development of industrial and artisan enterprises "let alone the plan of application
dispositions of the same one.

Duration and equipment financial institution

The regimen, regarding participations to favor of the regional development and measures to
favor of SME, will expire 31.12.2006; the expiration for aids to the protection of the
atmosphereit isinstead fixed to 31.12.2007.

The equipment total financial institution of the regimen is previewed in 30 million euro.
Beneficiaries

The beneficiaries are the industrial and artisan enterprises operating in Region Valley of
Aosta.

The regimen is not applied to operating enterprises in fields of the production, transformation
or commercialization of listed productsin of thetreaty CE neither to enterprises in difficulty,

47



thus like defined ones in communitarian guidelines on State aids for the rescue and the
restructure of enterprisesin difficulty .

The regimen is not applied not even to the investments of that to the multisector discipline of
regional aids destined to great investment plans. Regarding the field of transports, the regimen
is applied to the enterprises that lend taxi service let alone to the SME that exercise other asset
of transport.

Sructure of the regimen

The regimen previews three tipologie of participations, more just:

A) participations to support of productive investments of whichever operating enterprise in
the Region Aostavalley;

B) participations to favor of services of advising and other services and activity of SME;
C)participations to support of necessary investments for to satisfy objectives environmental.
Aids to support of productive investments (part A)

The beneficiaries of this type of arranged participations from the regimen are the SME thus
like defined to of the regulations relative CE n. 70/2001 to the application of articles 87 and
88 of the CE treaty to aids to favor of small and medium enterprises.

They can benefit of these participations also great enterprises qualora theirses activity is
exercised in zones of the Region permissible Aosta Valley to the exception of which to article
87, paragraph 3, letter c) of the treaty. They are excluded from this type of participation the
fields of the shipbuilding, man-made fibers, the industry automotive. The iron and steel field
is excluded from regional aids previewed from this type of participations.

The regimen has for object productive investments (initial investments), that is relative
investments in fixed capital:

- to the creation of a new plant

- to the widening of an existing plant

- to the dtart of a connected activity with a substantial modification of products or the
production processes of an existing plant (through rationalization, diversification or
modernization).

The aids can underneath be granted shape of: contributions on account vital, contributions on
account interests, loans to facilitated rate, participation loans and guarantees. These aid shapes
can be applied singular or simultaneous.

As far as contributions on account interest and to mutua to facilitated rate, the quota (that is
relationship expressed in percentage amongst the amount of the loan and the amount of the
permissible investment) it does not exceed 75%, the most maximum duration of the long-term
loanais of 15 years, the most minimal value of the interest rate is of 1%, the most maximum
period of preamortization is of two years.

Asfar as aids granted underneath participation loan shape you to facilitated rate, repayable to
the maximum in five years, such loans cover until 70% of finalized capital increases to the
realization of permissible investments.

The interest on the capital is made up of two elements: most minimal a fixed interest rate of
0,5% and a quantified variable interest rate based on the economic result of exercise (when it
exists). In any case, the most minimal interest rate will not be inferior to 1%.

Asfar as aids granted underneath guarantee shape , these last ones cover financing operations
not advanced amount to 2 million euro for one most maximum duration of 10 years. Such
guarantees cannot exceed 50% of saying operations. The gross equivalent subsidy of the
guarantees is deliberate par to 2.75%.



The most maximum intensity of aid of the regimen does not exceed 15% and 7,5% EEG
respective for small ones and medium operating enterprises in zones of the Valley of Aosta
not permissible to the exception previewed of that to article 87, paragraph 3, letter c) of the
treaty, neither previewed that one from the paper of regional aids for the period 2000-2006
relative to zones of the admitted Aosta Valley to benefit of such exception.

Moreover, since they have been adopted new dispositions of the multisector discipline of
regional aids destined to great investment plans (GU C 70 of 19.3.2002), the Italian
authorities have been engaged to respect said dispositions, that is to respect the regional
papers which modified from the opportune proposed measures in context of the discipline in
issue and to proceed to individual notifications, according to article 88, paragraph 3 of the
treaty, whichever regarding aid plan advanced amount investmentstom 100.

The above-mentioned intensity ceilings cannot independently be old from shape of the aid or
from the combination of different aid shapes we granted in virtue of said regimen.

For being able to be admitted to aids comprised in this part of the regimen, the beneficiaries
they must satisfy following conditions:

- the investment plans must be technical, economic and financial valid;

- the enterprisesin difficulty are excluded from the benefit of aidsin issue;

- they are excluded from the regimen substitution investments mere;

- the aids to the initial investment granted in permissible zones to the exception to article 87,
paragraph 3, letter c) of the treaty are subordinated to the maintenance of the investment in
cause for amost minimal period of five years;

- the investment plans must be financed by means of the resource contribution own to the
clean one of the not inferior aid to 25%;

- the aid questions must be introduced before the beginning of the execution of investment
plans.

The base of permissible expenses for this part of the regimen comprises lands, manufactured,
planning systems and expenses and studies. These last ones are represented only from relative
expenses to direction and engineering plans of jobs concerning structures of manufacturing
and systems. In the case of SME, costs of planning comprises also relative expenses to
impact appraisals environmental, tests and building concessions. The relative expenses to
planning costs.

They are spold closely connected to elements of the initial investment and they are limited to
realization the initial phase of the same investment: therefore they re-enter in the initial
investment notion. Regarding the field of transports, destined expenses to the purchase of the
transport material (active furnitures) do not re-enter in the entirety of permissible expenses.
The permissible expenses to aid can al'so comprise some categories of immaterial investments
(technical exploitation licences, licences or acquaintances patented, technical acquaintances
you do not patent), provided that they do not exceed the limit of 25% of the base type for
great enterprises. Such investments must moreover be considered amortizable patrimonial
elements, to be acquired near athird party to market conditions, enrolled being in assets of the
enterprise and in beneficiary plant at least for a period of five years.

Aids for advising services and other services and activity (B) part

The beneficiaries are the SME which defined ones to of the regulations CE n. 70/2001 relative
to the application of articles 87 and 88 of the CE treaty to aids to favor of small and medium
enterprises. This part of the regimen is not applied to fields of shipbuilding, of man-made
fibers and the automotive industry.
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This part of the regimen has for object supplied services from external advisers let alone first
participation of the beneficiary to a manifestation fieristica. Such services they do not
constitute a permanent activity or periodic and they are not connected to norma schools
operation expenses of the enterprise, like the fiscal advising ordinary or services regular of
legal advising, or the publicity expenses.

In the case of advising services, the gross aid is previewed until 50% of costs relative to such
services. In the case of the participation to fairs or exposures, the gross aid it does not exceed
50% of supported costs added you for the lease, installation and management of the stand.
Aids to favor of investments necessary to satisfy objectives environmental (C) part

The object of this part of the regimen is represented from:

i) the investments to obtain advanced standards of protection to thoses taxes from norms
communitarian, or in norm absence such, finalized to the purification of waters, the air and to
the reduction of the noise;

ii) the investments in the field of the energetic saving, relative to the isolation thermal of
buildings, the insulation, and the reduction of energy consumptions in the process productive;
iii) the investments in the field of used energetic sources not fossil renewable in inferior
power systems nominal to 10 MW (energy eolica, solar, hydroelectric, geothermal, biogas and
biomass);

iv) the investments in the field of the electricity co-generation and heat, where resorts at least
one of following conditions:

- the investment concurs the attainment of a conversion rendering particular elevated;

- the investment concurs to reduce the energy consumption;

- the investment concurs a less harmful production processfor the atmosphere.

V) the investments of SME to conform to new communitarian norms, during a period of three
years to pass from the obligatory communitarian norm adoption new.

The investments of that drawn they am the investments in lands if they are closely necessary
to satisfy objectives environmental, in manufacturing, systems and equipments destined to
reduce or to eliminate pollution or to adapt the productive methods to environmental
protection aims.

The connected expenses to the transfer can of the par be inlets in consideration of
technologies under acquaintance or exploitation licence acquisition shape patented techniques
and do not patent. Such immaterial assets are considered like amortizable patrimonial
elements, are acquired to market conditions near enterprises in which the purchaser does not
have some control power, directed or indirect, enrolled to the active of the budget of the
enterprise, remain and are taken advantage of the company of the beneficiary of the aid at
least five years to pass from concession of the aid, but that they correspond manifest to
exceeded techniques.

If sold in the course of the quinquennium, the returns obtained from the cesson must be
deducted from permissible costs and imply the eventua partial or total reimbursement of the
amount of the aid.

The permissible costs to financing are limited to investment burdens additional necessary to
achieve previewed environmental protection objectives. In every case the permissible costs
will be calculated to the clean one of brought advantages as the eventual one | increase of
ability, of obtained expense savingses in first five life years of the system and additional
accessory productions realized in the arc of the same quinguennial period.



The aids to the investments that alow to enterprises to exceed norms applicable (i) is granted
with a most maximum intensity of 30% gross of costs of investment permissible. In the
realized investment case in zones of Region admitted Aosta Valley to aids to regiona purpose
in virtue of the exception of which to article 87, paragraph 3, letter ¢) of the treaty, the most
maximum intensity of the aid is gross par to 35%. Percentages to the gross one are previewed
an increase of 10 pointsfor the SME that realize sayings investments.

The investments in the field of energetic saving (ii), to favor of sources of renewable energy
(i) and to favor of the electricity co-generation and heat (iv) they can benefit of aids to the
base rate of 40% of permissible costs. For investments realized in zones of the Region
permissible Aosta Valley to aids to regional purpose in virtue of the exception of that to
article 87, paragraph 3, letter ¢) of treaty, the most maximum intensity of the gross aid is
equal to 45%. It is previewed an increase of 10 points percentages to the gross one for the
SME that realize sayings investments.

The realized investments from SME to conform to new communitarian norms, for a period of
three years to pass from the communitarian norm adoption new obligatory (v), can benefit of
gross amost maximum aid of 15% of costs permissible.

The aids can underneath be granted shape of: contributions on account vital, contributions on
account interests, mutua to facilitated rate, participation loans and guarantees. Such aid shapes
can be applied singular or simultaneous.

All the above-mentioned intensities are most maximum intensities that are not old
independently from the shape of the aid or the combination of various shapes of aid we
granted on the regimen base said.

Cumulus and annual relation

The aids come to an agreement based on the regimen in cause can be combined with other
regimes within the authorized intensity limits from the regulations CE n. 70/2001 of
12.01.2001, the relative one to the application of articles 87 and 88 of the CE treaty to State
aids to favor of SME 7, from the paper of regional aids relative to the Region Aosta Valley
for period 2000-2006 and from the communitarian discipline of State aids for the protection
of atmosphere . The beneficiary enterprise of the aid will have to supply a declaration in that
it indicates the amount of other aids already collected or to collect for same accounts
permissible or that confirmation that has not been neither will be demanded other aid for
sayings costs.

The Commission recalls to the attention article 21 of regulations (CE) n. 659/1999 of the
Council of 22.03.1999 bringing application modality of article 88 of the treaty, based on
which the States members introduce to Commission annual relations on alls the not subjected
existing aid regimes to obligation specific in such sense within a conditional decision to norm

of article 7, paragraph 4 (GU L 83 of 27.3.1999).

Assessment

Assessment of the aid character of the measures in issue

To estimate if the arranged participations from the regimen constitute aids of State according
to article 87, paragraph 1 of the treaty, is necessary to determine if they procure advantages to
the beneficiaries, if such advantages are of State origin, if they alter the competition and if
they are apt to affect exchanges amongst States members.

The first congtituent element of article 87, paragraph 1, is the possibility that regimen in issue
procures an advantage to some specific beneficiaries. It is about therefore to determine on one
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side, if the beneficiary enterprises receive an advantage economic that would not have
obtained in normal conditions of market or if they avoid to support costs that, of norm, they
would have had to weigh on their resources financia ingtitutions and, of other side, if such
advantage is granted to a determined category of enterprises. The on account vital
contribution, contribution concession on account interests, of loans to facilitated rate,
participation loans and guarantees to enterprises located in the Region Aosta Valley involve
an economic advantage for the beneficiaries, as their position financia institution and their
action possibilities are strengthened and are reduced financing costs that the enterprises would
have normal had to support. Moreover, such measures benefit operating enterprises in
determined zones of the Italian territory and they favor as they are not come to an agreement
to enterprises situated outside said zones.

Based on the second application condition of article 87, participations looked on to they are
decided from the State or by means of state resources. In the case in point, the state resource
existence is demonstrated from the fact that the regimen is effective supported, under the
economic profile, from the budget published.

Based on the third and quarter application condition of article 87, paragraph 1 of treaty, the
aid false or threatens of false the competition or is apt to affect exchanges amongst State
members. In the case in point, the measures in issue threaten of false the competition as
financial institution strengthens the position and action possibilities of beneficiary enterprises
regarding the contenders who do not make use any. If such effect one produces within
exchanges amongst State members, these last ones suffer of saying measures. In particular,
they false the competition and affect exchanges amongst States members if the beneficiary
enterprises export a part of their production in other States members, analogous, if the
enterprises in issue are not same they exporting, the inner production turns out benefited from
the fact that possibilities of enterprises, established in other States members, to export their
products in the market Italian is diminished.

For the reasons of that over, the measures in cause are online of principle prohibited from
article 87, paragraph 1, of the treaty and can be considered compatible with the common
market only if they are admitted to benefit of one of exceptions of the treaty.

Legitimacy of the regimen

Since the measures in issue are not still in vigor, the Commission state that the Italian
authorities have satisfied reporting requirement it in compliance to article 88, paragraph 3, of
the treaty.

Assessment of the compatibility of the measures with the common market

After to have determined the aid nature State of the measures in examination, according to
article 87, paragraph 1 of the treaty, the Commission must examine if they can to be declared
compatible with the common market, by virtue of article 87, paragraphs 2 and 3 of the treaty.
Regarding the applicability of previewed exceptions from the treaty, the Commission
considers that the aids in cause cannot benefit of exceptions of article 87, paragraph 2 of the
treaty since one is not about of aids to socia character to senses of article 87, paragraph 2, aid
letter &), neither destined to obviate caused damages from a natural calamity or exceptional
events to senses of article 87, paragraph 2, aid letter b) neither that res-enter in the disposed
one of article 87, paragraph 2, letter c).

They are not, for obvious reasons, not even applicable the exceptions of that to article 87,
paragraph 3, letters b) and d).
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Since oneis about of aids to productive investments, of aids for advising services and of other
services and activity of SME and of aids in favor of necessary investments to satisfy
objectives environmental, the Commission examines if they can benefit of the exceptions of
that to article 87, paragraph 3, letter ¢) based on Community guidelines in aid matter to
regional purpose, regulations (CE) n°70/2001 of 12.01.2001 the relative one to the application
of articles 87 and 88 of the CE treaty on State aids to favor of SME and the community
discipline of State aids for the protection of atmosphere. Since one of previewed aid shapes
from the regimen concerns guarantees, the Commission must analyze such aids al'so on the
base of communication to the Commission on the application of articles 87 and 88 of the
treaty to State aids granted guarantee shape underneath.

Eligible regions

The Commission makes present that, with decision of 20.9.2000, it has approved of the paper

Italian of aids to regional purpose for period 2000-2006 in relation to permissible regions to
the exception of that to article 87, paragraph 3, letter c) of treaty. Based on said paper, some
zones of the Region Aosta Valley are assisted in exception virtue said.

Aids to productive investments (part A)

The aids to favor of the productive investments have the objective of the initia investment.
One is about therefore of aids to favor of the investment in compliance with guidelinesin aid
matter to regional purpose and with regulations (CE) n. 70/2001 of 12.1.2001 the relative one
to the application of articles 87 and 88 of the CE treaty to State aids to favor of SME.

The Commission states that the intensity of aids can be calculated respect to the entirety of
expenses like defined one to point 4,13 of guidelinesin matter of aids to regional purpose and
article 4,6 of regulations (CE) n. 70/2001.

The Commission states that the intensity of aids is calculated using the method of calculation
and the equivalent subsidy of a described aid to of guidelines in State aid matter to regional
purpose and respect ceilings regional previewed, for great enterprises, from the Italian paper
of aids to purpose regional for period 2000-2006 in relation to admitted regions by virtue of
exception of that to article 87, paragraph 3, letter a). Such intensity respects also the regional
ceilings previewed from the same paper for SME and the ceilings of that to article 4,2 of
regulations (CE) n. 70/2001.

The Commission states moreover that the concession modalities of aids to productive
investments respect al the other conditions of that to guidelines in aid matter to regional
purpose and regul ations (CE) n. 70/2001.

In fact, to guarantee that the subsidized productive investments are profitable and it heals, the
contribution of the beneficiary does not have to be inferior to 25% of the financing obtained,
according to point 4,2 of guidelines in State aid matter to purpose regional and article 4,3 of
regulations (CE) n. 70/2001.

Moreover so that sia respected the principle of the necessity of the aid, of that to point 4.2 of
State aid guidelines to regional purpose and article 7 of regulations (CE) n. 70/2001, the
regimen previews that the aid questions are introduced before of the beginning of the
execution of investment plans.

The Commission states moreover the respect of relative dispositions to individual
notificazioni of that to article 6 of regulations (CE) n. 70/2001.

The Commission also states that the aids in issue are subordinated to maintenance of the
investment during a most minima period of five years in compliance with point 4,10 of



guidelines in State aid matter to purpose regional and to point 4,3 of regulations (CE) n.
70/2001.

The Commission states finally that they are respected rules on the cumulus of that to the
points 4.18-4.21 of guidelines in State aid matter to regional purpose and to article 8 of
regulations (CE) n. 70/2001.

Assessmentl of aids granted underneath guarantee shape

Such aids must be analyzed also in the light of the communication of Commission on the
application of articles 87 and 88 of the treaty to State aids granted underneath guarantee
shape. It is necessary therefore to remember that lend guarantees by virtue of the present
regimen they do not cover anymore of 50% of operations of financing. Moreover the
activation of the guarantee is subordinated to the escussione of main debtor, let alone to
specific conditions that can reach until reporting requirement of the failure or to the analogous
procedure start. It is about of two conditions that, based on points 3,4 and 5,3 of the
communication must be satisfied so that the Commission can accept guarantees that constitute
aids of State. The aforesaid communication moreover enumerates to the point 3,2 some
principles for the calculation of the equivalent subsidy of a guarantee. The proposed method
from Italian authorities do not correspond to two suggested methods, but it can be considered
like "agenera recognized method objective justified and" and according to point 3.2.

In fact, to calculate the intensity of guarantees in examination (expressed in equivalent
subsidy gross - ESL), the Italian authorities propose the following method:

ESL =zF-g

z = leaves of the covered loan from guarantee (most maximum 50%)

F = average cost of the market of guarantees (the Italian authorities has estimated such cost to
1,2%)

G = cost of the supported guarantee from the beneficiary, par to zero in the species case.

The Commission observes that the Italian authorities have calculated the equivalent subsidy
equating to a contribution on account interests the difference amongst the cost mean of market
of analogous guarantees with characteristics and the cost of the guarantee previewed from the
regimen in issue. To this end the Italian authorities have declared that the market cost of
guarantees can be deliberate par to 1.2% being the result of three members: the failure risk
(estimated to 0.8% and calculated like relationship amongst credits in suffering for the
industrial field in Region Aosta Valley in 2001 and the total of creditsin the same field of the
region for the same year), the operating expenses (0,2%) and the remuneration of the capital
set aside to forehead of |oans guaranteed (0,2%).

Aids for advising services and other services and activity of SME (B) part.

Such aids, regarding the services supplied from external advisers and the first participation of
the beneficiary to an exposure or manifestation, is examined to light of regulations 70/2001.
The services in issue do not constitute a permanent activity or periodic and they am not
connected with operation spold norma schools of enterprises, like the advising treasurer
ordinary, the regular legal advising services or the publicity expenses.

In the case of advising services, the gross aid, granted underneath contribution shape in
capital account, does not exceed 50% of relative costs to sayings services. In the case of
participation to fairs or exposures, the gross aid, aways granted underneath shape of on
account vital contribution, does not exceed 50% of supported costs added you for lease,
installation and management of the stand.



The Commission finds that the intensity of sayings aids and their concession are consistent to
article 5 of regulations 70/2001.

Aids to favor of investments necessary to satisfy objectives environmental (C) part

The aids that re-enter in this part of the regimen are examined based on communitarian
discipline of State aids for the protection of the atmosphere.

The permissible investments in virtue of the present regimen are defined in conformity of
discipline point 36 said. They are moreover satisfied the conditions of that to the point 36,
paragraph 2 of the same discipline relative to immaterial investments.

The permissible costs are calculated according to point 37 of the aforesaid discipline, more
just to the clean one of brought advantages as the eventual an increase of ability, expense
savingses obtained in first five life years of the system and of additional accessory
productions realized in the arc of the same quinquennial period.

In the field of renewable energies, permissible investment costs they correspond of rule to
supported additional costs from the enterprise regarding inherent thoses to a traditional energy
production system having the same ability in term of effective energy production.

In the hypothesis of the adaptation to new communitarian norms from SME, costs permissible
they correspond to supported investment additional costs to catch up environmental protection
level prescribed from new communitarian norms.

In the hypothesis of the adaptation to national norms more rigorous than communitarian
thoses, or in voluntary overcoming case of communitarian norms, the permissible costs they
correspond to supported investment additional costs to achieve a protection environmental of
advanced level to prescribed that one from communitarian norms. The costs of investments
necessary to obtain the demanded protection level from norms communitarian they are not
permissible.

In norm nonexistence case, the permissible costs turn out from an attesting skill that it has
been effective achieved a determined protection objective of the atmosphere or of energetic
saving.

Only the SME, which defined ones in of regulations (CE) n. 70/2001 relative to the
application of articles 87 and 88 of the CE treaty to aids to favor of SME are permissible to
aids to the investment to adapt itself to new norms communitarian, during a period of three
years to pass from the adoption of new ones communitarian norms. The intensity of aid of
15% ESL is in compliance with point 28 of communitarian discipline of State aids for the
protection of the atmosphere.

The SME and the great enterprises can benefit of aids to investments for overcoming of
communitarian norms or in communitarian norm absence, finalized to the purification of
waters, of the air and to the reduction of the noise. In these cases base rate of 30% EEG of
permissible costs is in compliance with point 29 of above-mentioned discipline. The increase
for enterprises situated in zones of the Valley of Aosta permissible to the exception of that to
article 87, paragraph 3, letter c) of treaty isin compliance with the point 34 a) of the aforesaid
discipline. For investments realized from SME it is possible one maggiorazione of the aid of
10% in compliance with point 35 of the communitarian discipline of State aids for the
protection of the atmosphere.

Also the SME and the great enterprises can benefit of aids to investments in the fields of the
energetic saving, renewable energies not fossil and of heat and electricity co-generation. In
these cases the base rate of 40% ESL of the permissible costs are in compliance with points
30.,31 and 32 of the above-mentioned discipline.
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The increase to favor of enterprises situated in zones of the Aosta Valley permissible to the
exception of that to article 87, paragraph 3, letter c) of the treaty it isin compliance with point
34, letter a) of the above-mentioned discipline. In these cases they are satisfied all previewed
conditions from guidelines in State aid matter to regional purpose. For realized investments
from SME it is possible an increase of the gross aid of 10% in compliance with point 35 of
the Community discipline of State aids for the protection of the atmosphere.

The Italian authorities have declared that it is not previewed some aid for investments
destined to the overcoming of communitarian norms or realized in nonexistence case of
communitarian norms se the overcoming regards the simple norm observance communitarian
already adopted but not still in vigor. That is in compliance with point 40 of communitarian
discipline of State aids for the protection of the atmosphere.

The Itaian authorities also have been engaged to respect the dispositions of that to the point
70 of the relative discipline to rulesin aid cumulus matter of originate various.

Conclusion on the compatibility of the aid regimen in issue

Based on how much over the Commission it states that they are respected conditions
previewed from the discipline in State aid matter to regional purpose, from regulations (CE)
n. 70/2001 of 12.1.2001 the relative one to the application of articles 87 and 88 of the CE
treaty to State aids to favor of SME, from the communitarian discipline of State aids for the
protection of the atmosphere, from the communication of Commission on the application of
articles 87 and 88 of the treaty to State aids granted underneath guarantee shape.

The proposed aid regimen from Italian authorities can be considered compatible with the
common market.

Decision

The Commission therefore has decided to consider the aid regimen like compatible with the
treaty by virtue of the exceptions of that to article 87, paragraph 3, |etter c).

The Commission makes present the Italian authorities that to norm of article 88, paragraph 3
of the CE treaty is held to notify whichever plan of refinancing, proroga or modification of
the regimen.

Where the present letter had to contain classified elements not to disclose to thirds party, it
prays to inform the Commission before the term of fifteen days worked to to pass from the
reception date. If it does not receive the motivated demand in such sense before the
established term, the Commission will presume the tacit assent to communication to third and
the publication of the integral text of the letter, in language making faith, on the Internet site
http://europa.eu.int/comm/secretariat_general/sgb/state_aids

State aids N 83/B/2005 - Italy (Lombardy): Institution of a guarantee scheme
(deliberation n. 20201 of the 14 January 2005)
(Brussels, 22.03.2006 - C (2006) 812 def.)

Procedure

With letter of the 18 February 2005, protocollata the 23 February 2005, Permanent Italy
representation near the European Union has notified to Commission the regimen of that to the
object, senses of the article 88, paragraph 3 of treaty.
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With letter of the 14 April 2005, protocollata the 19 April 2005, the Representation permanent
of Italy near the European Union it has communicated to the Commission demanded
complementary informations in the informal contact course.

Since the deliberation in object previewed two guarantee regimes (of that only first it seemed
to involve State aid elements) and that for the second scheme above-mentioned they had still
to be supplied some precisazioni, the Italian authorities in their letter of the 14 April 2005
have asked the Commission to subdivide the practice in two parts, to separate examine the
scheme that could to contain State aid elements.

The Commission has decided to receive the demand by Italian authorities and to subdivide the
practice in two parts: a part “A” for the scheme that could contain State aid elements and a
part “B” for the scheme that was thought did not constitute a State aid. The part “A” has been
authorized by the Commission on the 3rd june 2005.

With letter of the 20 April 2005 the Commission has asked Italian authorities complementary
informations on the “B” part of the practice.

With letter of the 1° July 2005, registered the 6 July 2005, the Representation permanent of
Italy near the European Union has communicated to the Commission demanded
complementary informations to Italian authoritiesin the letter of the 20 April 2005.

With letter of the 2 August 2005 the services of the Commission have asked authority Italian
ulterior complementary informations on the measure in object.

With letter of the 15 December 2005, protocollata the 19 December 2005, Permanent Italy
representation near the European Union has communicated to Commission the demanded
complementary informations to Italian authorities in letter of the 2 August 2005.

With letter of the 1° February 2006, the services of the Commission have asked authority
Italian further complementary informations.

With communication electronic of the 15 February 2006, protocollata the 16 February 2006.
the permanent Italy Representation near the European Union have officia notice to the
Commission the demanded complementary informations to authorities Italian in the letter of
the 2 February 2006.

The present decision regards only the “B” part of the practice, that is the lacking scheme of
State aid elements.

The Commission has decided not to raise objections regarding the guarantee scheme
introduced like regimen lacking in elements of State aids.

In adopting such decision the Commission has held account than it follows.

Description

The deliberation in object aims to facilitate the access to the credit to societies agricultural and
to the professional agricultural entrepreneurs who possess an unit of production in Lombardy,
instituting a concession scheme of guarantees.

The guarantee will be supplied through the deep one risks regional that belongs to Region or
to which the Region will participate and which management will be entrusted to an agency
manager (risk consortia - Confidi - or other analogous institutes) selected according to a
procedure in compliance with directive 92/50/CEE (or to directive 2004/18/CE) or, in the case
in that such directive it is not applied, based on a transparent procedure and not
discriminatoriathat it guarantees an adequate publicity degree to the operation.

The beneficiaries of the scheme will have to correspond to the following definition:
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a) professional agricultural entrepreneurs who possess defined competences to article 5 of
regulations (CE) n. 1257/1999, that dedicates to the activity agricultura at least the fifty for
hundreds of own time of total job and that they gain from same activities at least the fifty for
hundreds of own total yield from job (the aforesaid percentages are reduced to 25% for thoses
people that they exercise the agricultural activity in zones svantaggiate);

b) the cooperative, partnerships and of capitals that, to senses of article 1, paragraph 3 of
legidative decree n. 99 of the 29 March 2004, is considered to the stregua of professional
agricultural entrepreneurs when their charters limit the objective to the exclusive exercise of
the agricultural activity and when:

- for partnerships, when at least one of members owns professional agricultural acting partner
entrepreneur qualification (in case of limited partnerships),

- for societies cooperatives, comprised thoses that manage companies agricultural, when at
least 20% of members possess the qualification of professional agricultural entrepreneur,

- for capital societies, when at least an administrator possesses professional agricultural
entrepreneur qualification.

The scheme will be accessible to als, without adhesion obligation to an organism.

Analyzed guarantee scheme within the present decision has been conceived so as to to be
recognized lacking in aid elements to senses of article 87, paragraph 1, of the treaty. To such
aim, it introduces following characteristics:

- the loaner will be able to participate to the alone scheme if it is not found in difficulty
financial institutions and are in a position to obtaining on the market of capitals a loan to
market conditions without some participation financial from the State,

- the guarantee will be equipped from a calculated amount due in function of prices with
market; such amount due will cover the normal risks inherent to the concession of the
guarantee and the administrative expenses of the regimen let alone the normal school
remuneration of the supplied start-up capital at the moment of the start of the scheme,

- the lend guarantee will be connected to an operation financia institution specifies, it will not
more assist of 80% of the loan (or an other obligation pecuniaria) in to be and will not be
prorogabile,

- arisk assessment will concur to guarantee self-financing by means of the paid amount due
from beneficiaries,

- the concession modalities of guarantees will be defined in a convention stipulated with the
selected agency for the management of deep risk ;

such convention will specify that the financing of the scheme will be subject to review at least
once to the year,

- the guarantee will be contractual subordinated to conditions that they can arrive till the
failure declaration of the beneficiary.

The sums assigned from the Region to the Confidi (that joins to the deep one risks) will be
used exclusively for the collective guarantee supply and will be object of a separate
accounting. The gained profits as such ones revive will be plowed back in the bottom. Neither
the aids neither the profits could be used to cover the administrative expenses and/or
investments of the Confidi.

In liquidation case of the Confidi and upon maturity of the regimen, the participation of the
produced Region to Bottoms |et a one interests during the period of validity of scheme will be
integral given back to the Region.

The guarantee will be supplied following modalities according:



- the interested enterprises will introduce a guarantee question near the agency manager of the
deep onerisks,

- after an examination deepened of the enterprise plan and a risk assessment based on
different criteria (patrimony of the enterprise, revenues, exposures financia institutions
existing before the concession of the loan, development potentiality),

- se the Deep one risks is object of a participation of the Region or it belongs to the Region
but it is managed from a financial institution (selected through opened procedure) the value of
the guarantee it is covered to 50% by the Region,

- in payment case lacked the guaranteed loan, the Confidi or the institute chosen it will use
alls the put means to its disposition to recover from the defaulting debtor the amount that has
paid in its place.

The equipment financial institution of the schemregimen will be of 2 million euro, for a
duration of years.

The performance of the scheme will be described in a sended annual relationship to
Commission. The relationship in issue will contain all previewed elements from European
regulation.

Assessment

To senses of article 87, paragraph 1, of the treaty, is incompatible with the market
municipality, in the measure in that they affect exchanges amongst States members, the aids
granted from States, that is by means of state resources, under whichever shape that, favoring
some enterprises or some productions, false or they threaten of false competition.

In the species case, the Italian authorities have conceived the guarantee regimen over
described so that it can be considered lacking in any aid element to senses of article 87,
paragraph 1 of the treaty.

In guarantee matter, the conditions that must resort so that the Commission can consider that
a scheme does not involve State aid elements, enunciated to point 4,3 of the communication
of the Commission on the application of articles 87 and 88 of the CE treaty to State aids
granted guarantee shape underneath, are the following:

a) the scheme does not concur the guarantee concession with debtors that are found in
difficulty financial ingtitutions,

b) the debtor, online of principle, isin a position to obtaining on financial markets a loan to
market conditions without some participation from the State;

C) the guarantees are connected to an operation financial institution specify, are circumscribed
to a predetermined most maximum amount, they do not assist anymore of 80 % of the loan (or
an other obligation pecuniaria) in being (but that analogous bond features or titles) and are not
deferable;

d) the modalities of the regimen are based on a realistic appraisal of the risk, such that the
paid amount due by the beneficiaries enterprises concurs, with every probability, self-
financing of the same scheme;

€) the scheme previews the conditions to which they will be lend future guarantees let alone
an equipment financial institution total, subject to review with regularity at least annual;

f) the amount due covers the normal risks inherent to the concession of guarantee and the
administrative expenses of the regimen let alone, where the State contributions is initial
bottoms for the start of the scheme, the normal remuneration of the capital.

Regarding the said condition , the Commission can state that they are satisfied.
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Regarding the normal remuneration of the start-up capital eventual

supplied from public authorities to start the scheme, the Commission, to the light

of complementary informations supplied from Italian authorities, states that

calculation ssimulations of the corrispettivo you supply integrate, in the amount of

corrispettivo to cargo of the potential beneficiary of the guarantee, an element that
correspondent to that one of bottoms guarantees an annual remuneration of the capital

bond in the mid term having a good one rating. Moreover, Italian authorities have been
engaged to that the demanded corrispettivo to potential ones beneficiaries sia adapted so that
such maintained profit sia. Finaly, it is necessary to emphasize that to the end of the regimen
or in issolution case of deep ones risk, these last ones reintegrati in the budget of the Region
with their yield.

Premised how much over, the Commission can think that the Lombardy Region operates like
a private investor who attends from own investment one rendering correspondent to a
defensive profile. Based on such consideration, with to exposed how much to point 28, the
condition of that to point 24 f) it turns out satisfied.

The Commission can also conclude that the Confidi will not benefit of some aid in the paid
operation, since, like indicating to points 18 and 19, amounts from the Region they will not be
able to serve to the cover of expenses of the Confidi. Moreover, participation is carried out
equal passu and the guarantees is distributed to beneficiaries to market conditions. It is not
there, therefore, some additional indirect advantage for the Confidi, had to the fact that they
could attract more customers and to gain a greater profit.

Decision

In the light of the analysis that precedes, the Commission has decided to consider that
guarantee concession scheme introduced from Italian authorities like not involving State aid
elements, it does not shape a State aid to senses of article 87, paragraph 1 of the treaty.

Where the present letter had to contain inside informations not to disclose, it prays to inform
of the Commission, before the term of fifteen days worked to pass from the reception date.
Qualorait does not receive a motivated demand in such one sense before the prestabilito term,
the Commission will presume the existence of consent to the communication to third and the
publication of the integral text of letter, in the language making faith, on the Internet site
http://europa.eu.int/comm/secretariat_general/sgb/state _aids/

State aids N 391/2003 and N 29/2004 Italy (Calabria)
(Brussels, 12.08.2005 - C (2005) 3213)

Procedure

With letter of 1.8.2003, the permanent Italy Representation near the European Union has
notified to the Commission the relative State aid scheme toconstitution of the guarantee Fund
for agriculture (later on the Fund).

With letters of 7.1.2004, 1.4.2004, 16.12.2004, 3.2.2005 and 11.4.2005, the permanent
Representation of Italy near the European Union it has communicated to the Commission
informations complementary demands for telefax for 3.11.2003 (the rif. AGR 29389),
26.2.2004 (rif. AGR 5682), 28.5.2004 (rif. AGR 14172) e 21.3.2005 (rif. AGR 7575).



With letter of 16.12.2004 the competent authority they had expressed the necessity to lead
back to coherence the previewed mechanisms for the guarantee concession from the notified
measure and from regiona law 26 February 2003, n. 3 "Measures to favor of collective
guarantee consortia it later on trusts in agriculture "(regional law 3/03), that the competent
authorities had indicated amongst legal bases of the notified measure and that they had
notified separate to the aid Commission (dossier than be N 29/2004).

In the course of the bilateral meeting on the 8 February 2005 the competent authorities have
asserted that the Fund could also be used for feeding risk and guarantee bottoms of the
Confidi for the guarantee concession to the agricultural field to senses of the regional law
3/03. In the course of the meeting the competent authorities have declared that modalities of
concession of guarantees to make use direct on the Bottom (or through contribution of the
Fund to risk or guarantee bottoms of the Confidi) they am described thoses in the aid issue of
State N 391/03 (you see Description).

With letters of 23.3.2005 (the rif. AGR 7575) the Commission has re-united the issues N
391/03 and N 29/04, asking Italian authorities to answer to located questions they within this
last issue.

With letter of 11.4.2005, the Italian authority has communicated to Commission the
informations demanded they with telefax of 21.3.2005 (therif. AGR 7575).

With letter of 1.7.2005 Italian authorities they have accepted the demand for services of
Commission of a dismissal of the fixed term from article 4, codicil 5 of Regulations (CE) n°
659/1999, to 30 July 2005.

The present decision covers the measures notified within the issues N 391/03 and N 29/04.

| have the informarLa honor that the Commission has decided not to raise objections in
comparisons of the guarantee regimen introduced like containing a State aid element.

In taking the aforesaid decision, the Commission has been based on following considerations.

Description

The description of the measures communicated from Italian authorities at the moment of the
notification must to be completed from informations later on transmitted, that they specify it
and in part they modify asit follows.

L egal base.

Articolo 11 of regiona law n. 24 of 8 July 2002 (later on regional law 24/02) 1, regional law
n. 3 of the 26 February 2003 "Measures to favor of consortia of collective guarantee later on
trustsin agriculture " (regional law 3/03) 2, measures 4.19 of POR Calabre 3.

Budget and duration of the measure

The equipment financial institution of thethe measure, of the illimited duration, for 2004 is
equal to 2 million Euro and 3 million Euro for successive years.

Objective

The regimen in object is directed to disciplining the guarantee concession to prevail itself
direct or indirect on the Fund.

Tali guarantees could be lend exclusively to contracted credit cover to finance operations that
re-enter in notified aid regimes and authorized from Commission.

Such schemes are the following ones:

- Aidsto investments in agricultural companies—aid N 287/03;
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- Aids to investments in the field of the transformation and commercialization of agricultural
products and for the transfer of manufactured — N 313/03;

- Measures 4,5, 4,6, 4,10 of the Regional Program Operating (POR) of the Calabria in the
indicated limits and conditions.

How much it concerns to guarantees granted to the enterprises that carry out tourism activity
rural, they will be granted to senses and in previewed limits from regulations (CE) 69/2001 of
the Commission, relative to the application of articles 87 and 88 of the Treaty to aids "de
minimis’.

Constitution of the Fund.

The Fund will be constituted with deliberation of the regional Committee with resources
exclusively public (regional and communitarian — FEAOG) by means of a warehouse bound
near a credit institution with which the region will underwrite one Performance convention 5,
which it will indicate that deposited resources are destined exclusively to the guarantee
performance and it will indicate the regimen specific of separate accounting for the Fund.

The competent authorities have previewed two possible use modalities of the Fund for the
guarantee concession. The choice will happen in a second moment amongst following ones
systems:

to the management of the Fund it could be attributed to a subject manager, chosen through
performance, service contract public (legislative decree 12.3.1995 of the directive 92/50). The
subject manager will direct lend guarantees on the Fund;

the Fund will be able to feed risk or guarantee funds of the Confidi for guarantee concession
in compliance with regional law 3/03.

Regional law 26 February 2003, n. 3

Regional law 3/03 previews to article 1 that the Calabria Region grants aids.

a. to favoring the constitution and the operativity of the confidi;

b. for integration of the guarantee patrimony or deep risks, destined to performance of
guarantees and financings bancari granted to agricultural enterprises partners;

c. for the competition in the payment of interests on financings assistititi from guarantees lend
from the confidi.

The consortia can to turn they to be associated in degree consortia second. Until sayings
degree consortia second possess an operating base in the region, can make use of aids
indicated to the previous one aim ( letter (b).

Article 4 of the law previews that the financing operations you guarantee from the confidi to
favor of their associates can be granted for following expenses:

to business movable and real estate investments (comprised the purchase of lands);

b. financial investments (included the restructure financial institution and the transformation
of passivities onerose);

c. alive supply purchase and death;

d. business operating expense;

and aid participations in event case magnetize yourself.

With letter of 11.4.2205 the competent authority they have declared that financings
guaranteed from the confidi they will regard exclusively indicated aid regimes to the previous
one point 5. The guarantees for previewed operations to the letters b), d) and €) of article 4 of
regional law 3/03 will not be activated, but they will be notified separate to Commission to
senses of article 88, paragraph 3 of the Treaty.
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Article 3 of regional law 3/03 previews that concession modalities of aidsivi previewed they
will be established with appropriate adopted regulations with deliberation of Regional
committee.

Said regulations it has been approved of with deliberation n. 984 of 2.12.2003 and previews:
To Misureto favor the constitution and the operativity of the confidi.

To favor the congtitution and the operativity of the confidi, the Region will grant an aid
annual not advanced to 25.000 Euro, deliberate on the base of the number of entrepreneurs
agricultural associates and of operations guaranteed from the confidi in favor of agricultural
entrepreneurs.

To constitution consortia new one- tantum of 25.000 is granted a contribution Euro.

With letter of 17.6.2005 the competent authorities have declared that aids for to favor the
constitution and the operativity of the confidi they will be used exclusively for guarantee
concession.

B. Misure for integration of the guarantee patrimony and deep risks.

The Calabria Region will grant an aid to lost fund to consortia of first and second one | level.
Thisaid will be calculated in proportional measure to the value:

- of the guarantee patrimony and the deep risk to closing of the exercise previous to
presentation of the question and in the case of first exercise on the base than certificabile at
the moment of the question;

- of the total amount of financing operations you guarantee from the confidi in being at the
close of the previous exercise alla presentation of the question and in the first one exercise, on
the base of guarantees lend at the moment of the question;

- of the increment of every year following associates in the last exercise to the first one.

The participation cannot exceed 80% of the guarantee patrimony or deep risks underwritten as
private ones.

C. Misure for the payment of the competition on interests on guaranteed financings from
confidi.

With letter of 11.4.2005 competent authorities they have declared that aid regimes that they
preview the payment of the competition on interests on guaranteed financings from described
confidi to point 9, letter c), will be notified separate to the Commission to senses of article 88,
paragraph 3 of the Treaty.

Beneficiaries.

The Fund will be used exclusively to grant guarantees direct or indirect (through the
participation to the risk or guarantee bottom of the confidi) to active enterprises in the
production, transformation and commercialization of products agricultural of which to of the
Treaty and to the enterprises that carry out tourism activity rural.

The guarantees could be only granted to companies that are not found in difficulty financial
institutions, permissible for aids previewed from listed regimes to the previous one ( am 5).
The scheme will be accessible to als in the guarantee case granted direct from the fund,
while there the associates of the confidi in the case will be able to only approach in that the
bottom comes used for feeding their risk or guarantee bottoms. For this last one fattispecie the
competent authorities have assured that the confidi, to obtain the contribution publish, they
must be opened to all operators of the field of the production, transformation and
commercialization of agricultural products.

The sums assigned from the Fund to the confidi will be used exclusively for guarantee
concession and will have a separate accounting. The deriving benefits give these resources
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will be overturned entire or in the Bottom or guarantee bottoms and of risk of the confidi.
Neither the aids, neither the gain could be used for expenses administrative and/or the
investments of the confidi.

The guarantees will be granted to following conditions:

- the expenses for the acquisition of the guarantee to support itself from the mutuatario will be
approximately 1% 6; this expense will be converted in equivalent subsidy of that it will be
kept account for the calculation of the aid that the mutuatario can obtain;

- the duration of the guarantee could not be inferior to 18 months and advanced to 10 years;

- the Region will verify that in cumulus case it is not exceeded the most maximum rate of
permissible aid for the operation in cause;

- the subject managers of the Bottom and the confidi will have to supply a detailed relation on
guarantees granted (to pile, type of loan and presence or less than other aids for the
investment loan object, | reward paid from the mutuatario, cases of inadempimento regarding
guaranteed loans);

- the equivalent subsidy of the granted guarantee on a year will be calculated according to the
eSL=zF- G formula, where"F" isthe market average cost of the guarantee,

"Z" the percentage guaranteed from the Fondo (o from the confidi) and "G" the cost of the
guarantee of Fund (or of confidi) ;

- the guarantee will have the same duration of the loan and it could not extended;

- if the guarantee islend from a confidi does not covering power more of 80% of the amount
of the operation;

- if the Bottom is managed from a subject manager, the guarantee will not covering power
more of 50%

of the not covered loan from direct guarantees of the mutuatario;

- the excussion of the guarantee that is contractual subordinate to specific conditions they can
reach until the failure reporting requirement of the enterprise beneficiary;

- they could not be guaranteed advanced inferior loans a 5000 Euro or to 100.000 Euro.

Assessment

According to article 87, paragraph 1 of the treaty, is incompatible with the market
municipality, in the measure in that they affect exchanges amongst States members, the aids
granted from States, that is by means of state resources, under whichever shape that, favoring
someones enterprises or some productions, false or threaten of false the competition.

The examined scheme within the present issue previews the aid concession of under
guarantee shape a active enterprises in the production, transformation and agricultural product
commercialization of that to of the Treaty and to of enterprises agrituristic.

How much it concerns to companies agrituristiche, the competent authorities have asserted
that these aids (in terms of EEG) will be granted in terms and to previewed conditions from
Regulations (CE) 69/2001 of the Commission, concerning the application of articles 87 and
88 of the treaty to aids "de minimis'. Therefore these aids do not re-enter in application field
of article 87, paragraph 1 of the Treaty.

How much instead it concerns the active companies in the production, transformation and
commercialization of the products of that to of the Treaty, they correspond to such definition
as they are financed in al or in part through public resources, the agricultura enterprises
favor some enterprises (that own a takeover productive in Caabria) and they can affect
exchanges through the occupied position from Italy in the agricultural example production



(for a reason or purpose, in 2002, Italy has been according to apple producer and the third
bovine meat producer of the Union). Moreover, al the conditions are not presents that would
allow not to consider a State aid, because, as an example, the contained indications in the
notification that regards them not allow to conclude that the debtors could, online of
principle, to obtain one loan to market conditions on financial markets, without participation
of the State, neither that the poured prizes from beneficiary enterprises would be sufficient to
assure some self-financing.

However, in previewed cases from article 87, paragraphs 2 and 3, of the treaty, some
measures can be considered compatible with the common market.

In the casein point, holding account of the nature of the measuresin issue, the only exception
applicable it is previewed that one from article 87, paragraph 3, letter ), of the treaty, in base
to which the aids can be thought compatible with the common market destined to to facilitate
the development of some activities or some economic regions, always that not they alter
conditions of exchangesin contrary measure to the common interest.

To apply such exception, they must be satisfied some conditions, be previewed from cited
communication in note 3.

To the aim to limit the field of its analysis, the cost Commission first of al that the aid it is
limited to the debtor, since it is about to facilitate the access to the credit of new ones
candidates, without renegotiating existing loans, on the base of a guarantee (it does not fall
back thereforein the situation of that to point 2,2 of the cited communication to the note 3).
Regarding the respect of compatibility conditions in tightened sense, Commission observes
how much follows:

The equivalent subsidy of the distributed guarantee in the arc of a year is determined in it
measures par to the difference amongst the guaranteed of the debit in being, multiplied
amount for risk factor (probability of the inadempimento), on one side and the paid
corrispettivo from beneficiary, from the other (prescribed formula for aid regimes.

The Commission thinks that such condition is satisfied, held account of indications supplied
to point 24, fifth hyphen.

An equal gquota at least to 20% of the loan does not have to be assisted from guarantee.

The Commission thinks that such condition is satisfied, held account of indications

supplied to point 15, seventh and eighth hyphen.

The intensities of aid must remain acceptable in the light of disciplines and of guidelinesto
sector purpose.

The Commission thinks that such condition is satisfied as, like indicating to the points 4 and
5, the guarantee could be lend exclusively to loan cover contracts to finance operations that
re-enter in notified and authorized aid regimes from the Commission or POR —Calabria and,
like indicated to 24 point third hyphen,

Region will verify that, in cumulus case, the total intensity of the aid does not exceed the
previewed ceilings for the below operation.

The escussione of guarantees will be subordinated contractual to specific conditions, that
they can arrive till the eventual failure declaration of the beneficiary enterprise or to the
analogous procedure start.

The Commission thinks that such condition is satisfied, held account of indications supplied
to point 24, | decimate hyphen.

In the light of the considerations that precede, the Commission can conclude that pertinent
conditions of the communication guarantees are satisfied and that the inherent aid to the
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examined regimen within the present issue it can benefit of the exception previewed from
article 87, paragraph 3, letter c), of the treaty, as destined aid to facilitate the development of
some activities or some economic regions without altering conditions of exchanges in
contrary measure to the common interest.

Decision

In the light of how much it precedes, the Commission has decided that:

- the guarantees granted to companies agrituristiche do not congtitute aids of state to senses of
article 87, paragraph 1 of the Treaty;

- the guarantees granted to ative enterprises in the production, transformation and
commercialization of the agricultural products of that to of the treaty can be considered
compatible with the common market.

The Italian authorities have been engaged to modify their legal bases in function of the
engagements on the base of which the regimen can be considered compatible with common
market.

Where the present letter contained inside informations not to disclose, prays to inform of the
Commission before fifteen days worked you from the reception date of present. If it does not
receive a motivated question in such sense before the indicated term, Commission will
presume the existence of the consent to the communication to third and to publication of the
integral text of the letter in the language making faith, on the Internet site:
http://europa.eu.int/comm/secretariat_general/sgb/state_aids/.

State aid N 45/2003 - State guar antee to Par tner ships (UK) Finance Ltd
(Brussels, 08.09.2004 - C(2004) 2772fin)

Procedure

1. By letter dated 20 January 2003, registered on the same date, the UK authorities (hereinafter
“the UK") notified the Commission the above mentioned measure.

2. Following the natification, the Commission requested additional information by letters ated
respectively 20.3.2003, 5.8.2003, 13.11.2003, to which the UK responded respectively on
23.6.2003, 27.10.2003, 23.12.2003. In addition, two meetings between the Commission and
the UK representatives were held on this matter respectively in July 2003 and January 2004.
By letters dated respectively 24 May 2004 and 14 July 2004, the UK submitted additional
information to address the Commission’s requests set out in aletter dated 30 January 2004.

2. Background

3. Public Private Partnership (“PPP”) is a generic term for the relationships formed between
the private sector and public bodies, often with the aim of introducing private sector resources
and/or expertise to help provide and deliver public sector assets and services. The term PPPis
used to describe a wide variety of working arrangements from informal and strategic
partnerships to design, build, finance and operate service-type contracts and formal joint
venture companies.

4. The notified measure consists in a guarantee granted by H.M. Treasury to Partnerships UK
Finance Ltd (“PUKF"), awholly-owned subsidiary of Partnerships UK Pic (“PUK"), a Public
Private Partnership in which the UK State holds a 49% stake.
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5. PUK, the parent company of PUKF, is a private limited liability company set up in 2001.
The majority of the former’s share capital is owned by ten private shareholders:. According to
the information provided to the Commission, the public and private shareholders invested
equity pari passu. Further, the UK State® 49% stake in the company does not entitle it to any
special control or veto rights.

6. The stated objective of the UK authorities is to “open up the market for small scae PPP
projects’ using PUKF as a vehicle. The latter is essentially intended to provide debt finance
for smaller PPP projects on standardised terms and with standardised documentation.

7. The UK claim that the relatively high transaction costs involved in small PPP projects,
allegedly resulting from the "novelty" of these projects, are presently deterring private
investors from actively operating in this market, thereby resulting in a lack of funding for
small scale PPP projects. Nonetheless, the UK authorities maintain that private investors are
attracted to the PPP market although it appears they currently prefer to concentrate their
efforts on funding large rather than small projects. Hence, the UK assert that PUKF could
play apivotal rolein fostering the development of the financial market for small PPPs. In fact,
it isargued that PUKF will act as a show-case for the financial market by providing additional
operating experience documenting the appeal of the small PPP market by further illustrating
that the pooling of several small PPP projects should minimise the costs and the risks of such
projects and consequently demonstrating their attractiveness and prospectively align the cost
of financing such projects to rates comparable to those currently available only to larger PPP
projects.

3. Detailed description of the notified measure

8. The present notification only concerns the guarantee provided to PUKF by H.M. Treasury,
which covers the payment obligations of PUKF to the subordinated creditors. The notification
does not concern the activities which will prospectively be undertaken by PUKF. The
Commission limits its assessment to the af orementioned State guarantee and thus the present
decision does not address the transactions and activities of PUK and PUKF.

Should these entities engage in activities which may in principle entail or constitute State aid
within the meaning of the EC Treaty, those activities would then have to be notified according
to the EC State aid rules.

9. In order to provide financing to small scale PPP projects, PUKF intends to arrange a
subordinated debt facility of GBP 50 million that will be guaranteed by HM Treasury.
Further, PUKF will receive GBP 12.5 million equity capital from PUK and will raise GBP
120 million of senior debt from the private sector. The aforementioned financial resources
will be used to provide funding to smaller PPPs. On a winding up of PUKF the senior debt
would rank first, followed by the subordinated (guaranteed) debt, followed by shareholders
right to areturn in capital (i.e. the equity).

10. The notified guarantee will last for a maximum of six years from the date of grating. In
order to compensate and remunerate the UK State for the provision of the guarantee, the
parent company of PUKF will pay HM Treasury a guarantee premium amounting to a total of
[1.2-1.8%](+) per annum:zover the entire period of validity of the guarantee.

11. Further, in order to accurately and timely reflect the change in risk borne by the guarantee,
it is foreseen that the aforementioned premium shall be adjusted in the following
circumstances:
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(i) The guarantee fee shall be increased if PUKF does not complete a refinancing 12 months
after the aggregate loan amount rises over GBP 125 million. In these circumstances, the
guarantee fee would increase by 0.05% p.a. and by an additional 0.05% every 3 months after
the initial 12-month grace period.

(if) The guarantee fee will be subject to a pro-rata percentage increase or decrease if the
premium charged by the senior creditors increases or decreases from the original costs. The
timing of this increase or decrease coincides with the timing of the variation of the senior
debt.

12. The UK claim that the State guarantee will be provided to PUKF on “arm’s length,
commercia” terms. They thus contend that the proposed measureis free of aid.

13. In order to derive a market conform guarantee premium and to overcome the limited
information available on the pricing of guarantees provided to analogous projects, the UK
presented an allegedly market based methodology that factors the likelihood of the guarantee
being called (i.e. PUKF being in default) and the likely loss to be incurred by the State in that
event. The guarantee premium is estimated by summing the value of the three core
components outlined below:

(i) The first component of the guarantee premium is the basis fee. It is derived  from the
average margin cost of senior debt financing al the PPP projects in the markets. Pursuant to
the market practice, the margin covers the standard risk costs, the on-going administrative
costs and the capital costs of the guarantee.

(if) The second component consists in an arrangement fee. In line with market practice, it is
customary for banks to charge an up-front fee to cover the administrative costs incurred to
examine, set-up and arrange the guarantee.

This additional fee is often equivalent to a one-off payment at about the same rate as the
guarantee basis fee. Thus, in this case, it is proposed to add an arrangement fee which is equal
to the identified basis fee which will be split in equal instalments over the over the length of
the guarantee, i.e. 6 years.

(iii) The third component consists of a premium for the subordinated |oan component. Indeed,
to reflect the subordinated nature of the loan guaranteed by the Treasury, and thus, its higher
risk profile compared to the senior loans used as benchmarks, the system foresees an
additional increase in the basis fees which is derived from the margin difference of senior to
subordinated loans of comparable benchmarks in terms of overall risk profile and operating
under similar circumstances. This further increase of the guarantee premium will only apply if
and when the guaranteed |oan is not in senior position.

4. Assessment

4.1. The legal framework

14. Pursuant to Article 87(1) 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, in so far as it affects
trade between Member States, be incompatible with the common market.”

15. Further, the Commission outlined its approach on State guarantees in its Notice on the
application of Articles 87 and 88 of the EC Treaty to State Aid in the form of Guaranteess
(hereinafter “the Notice on Guarantees”).

16. The Notice on Guarantees outlines the conditions under which a State guarantee can
constitute State aid and in particular: “the State guarantee enables the borrower to obtain
better financial terms for a loan than those normally available on the financial markets.



Typically, with the benefit of the State guarantee, the borrower can obtain lower rates and/or
offer less security.

In some cases, the borrower would not, without a State guarantee, find a financial institution
prepared to lend on any terms (...). The benefit of a State guarantee is that the risk associated
with the guarantee is carried by the State.

This carrying of a risk by the State should normally be remunerated by an appropriate
premium. Where the State forgoes such a premium, there is both a benefit for the undertaking
and a drain on the resources of the State. Thus, even if no payments are ever made by the
State under a guarantee, there may nevertheless be a State aid under Article 87(1)”.

4.2. Assessment of the measure

17. Pursuant to the above, the measure at hand should be examined to verify if it involves
State resources and, by selectively conferring an economic advantage to the beneficiary,
distorts or threatens to distort competition and is capable of affecting trade between Member
States.

18. It isevident that State resources are involved and that the measure is selective.

In fact, the notified measure consists in a guarantee granted by H.M. Treasury, i.e. the UK
state, to the benefit of one specific undertaking, i.e. PUKF. A potential effect on trade
between Member States also exists, not least as there is a European market for the services to
be provided by PUF, but also because the activities of PUKF are not limited to the UK.

19. The assessment should therefore focus on whether the State guarantee confers an
economic advantage to the beneficiary.

20. In light of the general principles of State aid review, and on the basis of the provisions
outlined above, it is evident that the underlying principle behind the Notice on Guarantees is
that the benchmark, to assess if a guarantee is free of State aid, is the market. Indeed, if the
State is obtaining a remuneration for the guarantee that is equivalent to the one that a private
market operator would charge to the beneficiary, this would mean that the latter is not granted
any advantage and that the State would be acting like any private investor operating on the
financial market. If on the contrary the price paid by the beneficiary and the conditions
applied to the guarantee are more favourable than those available in the market, then there
exists a clear economic advantage for the beneficiary, and therefore State aid within the
meaning of the Treaty.

21. In the case under assessment, the Commission believes that no economic advantage is
present for the reasons set out below.

4.2.1. The market price

22. The total guarantee premium of [1.2-1.8%] () per annum appears to be market conform
since it has been derived from market-based information and using market practices to
estimate the value of its core components for the reasons outlined below.

23. Firstly, the basis fee of the guarantee fee proposed by the UK is derived from a
comparable market benchmark. Thus, the basis fee of the guarantee premium appears
adequate and is a market-based proxy. Although extensive and detailed information on costs
of financing PPP projects is not available, also due to the above mentioned undevel oped
activity of finance to small PPPs, the proposed base premium is derived from a representative
sample of PPP projects (in terms of size, amount, duration and destination), and consists of
the margin applicable to an average PPP senior loan.
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24. Further, administrative and other costs, which are aso required by the Notice on
Guarantees, appear to be fully covered. Indeed, they are duly factored in the form of an
arrangement fee and, as explained above, are additional to the basisfee.

25. Lastly, there are mechanisms in place which will ensure that the guarantee receives
remuneration commensurate to the risks it bears, including those arising from the possible
subordinated character of the guaranteed loan. In fact, when the risk of default of the
beneficiary increases also the premium paid by the beneficiary for the guarantee increases
proportionally. Moreover, the UK authorities statements and calculations have been
supported by factual evidence and by the report of their financial advisor, Rothschild.

26. In conclusion, the Commission considers that the total premium proposed by the UK is
commensurate to what PUKF would be able to find in the market for the proposed type of
project.

4.2.2. The other conditions set out in the Notice on Guarantees

27. The proposed measure fulfils also the other conditions set out in point 4.2 of the Notice on
Guarantees.

28. PUKF is not in financial difficulty and is able to obtain loans from private banks without
the State intervention. In fact, the subordinated loan covered by the State guarantee will
account for less than one third of the total loans planned for PUKF, and of the overall
financial resourcesto be raised by PUKF.

29. Also, the guarantee is linked to a specific loan, is for a fixed amount, does not cover more
than 80% of PUKF's overall financial obligations and will cover an even lesser proportion
upon refinancing. Further, the guarantee is not open ended and is granted for a maximum
length of six years.

V1. Conclusions

30. Under the present circumstances and in consideration of the amount of the guaranteed
loan; the lifetime of the guarantee; the overall financial structure of the beneficiary; the total
guarantee premium paid by the beneficiary, including the mechanisms in place which adapt
this price to the eventual changes in the risk profile of the beneficiary; the measure at hand
does not constitute State aid within the meaning of the EC Treaty.

VI1. Decision

The Commission has accordingly decided: that the notified State guarantee does not constitute
State aid in the meaning of article 87(1) EC.

If this letter contains confidential information which should not be disclosed to third parties,
please inform the Commission within fifteen working days of the date of receipt. If the
Commission does not receive a reasoned request by that deadline, you will be deemed to
agree to the disclosure to third parties and to the publication of the full text of the letter in the
authentic language on the Internet site:
http://europa.eu.int/comm/secretariat_general/sgb/state_aids/
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