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Member State

United Kingdom

Region

Scotland 

Title of aid scheme

Scottish Property Support Scheme 2009-13

Government or statutory bodies authorised to implement the Scheme

The implementing bodies are:
Scottish Enterprise

Highland and Islands Enterprise

Scottish Local Authorities

Legal basis

Enterprise and New Towns (Scotland) Act 1990, as amended 1 April 2001, by Scottish Statutory Instrument 2001 No. 126.

Local Government in Scotland Act 2003

Basis of Scheme

Commission Regulation (EC) No 800/2008 of 6 August 2008, Article 13, Regional investment and employment aid, Article 15, SME investment and employment aid and Article 26, Aid for consultancy in favour of SMEs. As such, the scheme is exempted from the notification requirement of Article 88(3) provided that any aid awarded under the scheme also fulfils the conditions of this regulation. 
Objectives of the scheme

The implementing bodies have a number of statutory functions including furthering the development of Scotland’s economy. The purpose of the Scottish Property Support Scheme is to support the development of premises and buildings for commercial purposes by the private sector. Such development can involve the construction of new buildings and/or the renovation and conversion of existing ones. 
This support will be provided in situations where there is, in the view of the implementing bodies, a market failure. Examples of such market failures are situations where the estimated development costs of the property exceed its estimated end market value or where risk aversion and uncertainty in forecasting project outcomes prevents property development. 
Using various instruments the implementing bodies will at their discretion provide an amount of aid that is the minimum necessary for selected property development projects to go ahead, with the maximum aid intensities as determined by the relevant State aid regulations.

Mechanism for granting of aid under the scheme

Property development projects to be funded under this scheme can be selected in two ways:
· They can be launched at the initiative of the implementing bodies when they own property that we want to develop. In that case, development proposals will normally be sought by public tender. Proposals will be assessed against design, price and other criteria specified in a development brief.

· Proposals can also be submitted to the implementing bodies by property developers or end users interested in the development of a specific property. Where the property is within the ownership or control of a private developer or end-user and where therefore the use of a public tendering procedure for selecting the proposals is not possible, proposals submitted by a developer or end-user are appraised by the implementing bodies against programme rules in order to decide whether to grant the aid or not.

For the purpose of implementing this scheme, projects can be classified into two categories:

· They can support speculative developments. In these cases, aid is given to the developer who initiates the project. The developer is free to rent or sell the premises thus subsidised. In each case, an independent Chartered Surveyor will ensure that the price charged by the developer is set at normal market levels.

· They can also support bespoke developments for known end users. In that case as well, aid is directly paid out to the developer who undertakes the work. 

Grants for the selected projects will generally be made only on condition that all development expenditures are competitively tendered, where applicable in accordance with the EC public procurement regulations. Where competitive tender is not possible, independent Chartered Surveyors will verify that the costs do not exceed market levels. 

In each case, funding of a development project under the notified scheme is conditional on its falling within the definition of “initial investment” contained in Article 12.1 of (EC) No 800/2008 and on this investment being maintained for a period of five years, or three years in the case of SMEs located in Assisted Areas. The right for the granting authorities to seek repayment in full will be stipulated in the event of breach of the conditions of an award.
Aid will only be provided in situations where there is evidence of a market failure. Market failures may include situations where the estimated development costs of the property exceed the estimated value on completion (externality) or, where uncertainty in forecasting future market outcomes prevents property development.
The beneficiary must provide a financial contribution of at least 25% of eligible project costs, either through its own resources or by external financing, in a form which is free of any public support.

Scope of the scheme

The scheme will operate throughout Scotland. 
Within Assisted Areas, the scheme will provide scope for firms of all sizes to undertake both speculative and bespoke property developments. 

When operating outside the areas covered by the Assisted Areas Map, aid will be limited to speculative development projects in which the developers are SMEs and to bespoke development projects by all sizes of firms where the end-users are SMEs. In the specific situation in non-assisted areas where the grant exceeds the gap funding amount established by a Chartered Surveyor, both the developer and the final user shall be an SME. 
Eligible costs

Eligible costs under this scheme will be the price of the land, the cost of construction and infrastructure, the finance charges, the development fee and professional fees (such as legal expenses, design fees) when directly and exclusively related to the project.  A development fee is not permitted where the developer is the owner or occupier of the property or land. Prior to any offer of aid, an appraisal of the estimated costs will be made on behalf of the granting authorities by a Chartered Surveyor who is independent of the beneficiary.

Instruments or forms of aid

All aid will be transparent as stated in Article 5 of (EC) No 800/2008.

Aid for property development projects funded under this scheme will take the form of the following  instruments:

· Development grants

The development grant will be a “gap funding” grant sufficient to allow the project to proceed under market conditions. The maximum award for any project will normally be the gap between eligible costs and the estimated market value.  In all cases the award shall not exceed the relevant aid intensity ceilings calculated against the eligible costs.  In the case of large firms undertaking bespoke developments for Small or Medium sized firms in non-assisted areas the maximum award shall always be limited to the gap between the eligible cost and market value.   
· Subsidised loans and interest rebates
Assistance for a project may also be in the form of a subsidised loan, provided by the implementing bodies or in the form of an interest rebate for loans provided by commercial lenders. In the latter case, aid is subject to an independent accountant’s certification that the commercial loan is on the best market terms available to the borrower. The cash grant equivalent of any investment aid given in the form of a subsidised loan will be calculated in accordance with the Guidelines on regional aid. Aid can be made available to meet part of the developer’s loan interest during the period when the property remains vacant or unsold.

· Development financing aid
This instrument will be in the form of a conditional grant or guarantee, provided in situations where financing for a project is not available because of uncertainty about the short-term prospect of securing an occupier for the completed development. The maximum amount of aid will not exceed the equivalent of the cost of financing a two to three year rental void period and will not exceed the applicable aid intensity ceilings.

· Development services
The implementing bodies may procure services to support a property development project without charge or at lower than cost. The aid is the difference between the cost of the services and the amount charged, and is subject to the relevant aid intensity ceilings for investment aid and SMEs, expressed as a percentage of eligible initial investment costs.

Maximum aid intensity

Each award will respect the relevant aid intensity ceilings stipulated in Articles 13, 15 and 26 of (EC) No 800/2008.
Aid will be calculated as a percentage of eligible expenditure. The aid intensities shall not exceed the following limits.

	
	
	Size of Enterprise:

	
	Area
	Large
	Medium
	Small



	1.
	Statistical Effect Areas (Highlands and Islands)
	30%
	40%
	50%

	2.
	Article 87 (3) (c) areas – Group (a) below
	15%
	25%
	35%

	3.
	Article 87 (3) (c) areas – group (b) below 
	10%
	20%
	30%

	4.
	Non Assisted Areas  
	-
	10% 
	20% 


	(a).
	Wards designated as Assisted Areas within Clackmannanshire, Dundee City, East Ayrshire, East Dunbartonshire, Falkirk, Fife, Glasgow City, Inverclyde, North Ayrshire, North Lanarkshire, Renfrewshire, South Lanarkshire, Stirling and West Dunbartonshire.



	(b)
	Wards designated as Assisted Areas within South Ayrshire.


Sectoral Restrictions
The scheme shall apply to all sectors of the economy with the exception of the sectors referred to in Article 1 (sections 3 to 6) of (EC) No 800/2008 and will primarily be aimed at the property development sector, but may be used to aid bespoke property developments for companies in other sectors. The scheme will not apply to the following sectors:

· Fisheries and aquaculture

· Shipbuilding

· The coal industry

· The steel industry

· Synthetic fibres

· Activities linked to the primary production of agricultural products as listed in Annex 1 of the Treaty

Maximum Thresholds
The scheme will abide by the individual notification thresholds as per Article 6 of (EC) No 800/2008.
Cumulation

Article 7 of (EC) No 800/2008 applies. Aid exempted by the GBER may be cumulated with any other aid exempted under this regulation as long as those aid measure concern different identifiable eligible costs.

Aid exempted by the GBER shall not be cumulated with any other aid exempted under (EC) No 800/2008 or De Minimis aid (EC) No 1998/2006 or with any other community funding relating to the same – partly or fully overlapping eligible costs if such cumulation would result in exceeding the highest aid intensity or aid amount applicable to this aid under (EC) No 800/2008.

Incentive effect

Article 8 of (EC) No 800/2008 applies.
