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[bookmark: _Toc461907292][bookmark: _Toc66553942][bookmark: _Toc66555062][bookmark: _Toc215477935]Introduction

This is a document of informative nature prepared by the Central Finance and Contracting Agency (hereinafter - the CFCA) within the scope of its competence. The information material provides an overview of how the status of a micro, small and medium-sized enterprise (hereinafter - SME), single undertaking (hereinafter - SU) and undertaking in difficulty (hereinafter - UID) is determined. The information material is intended for use by the CFCA's staff when selecting projects and monitoring projects during their implementation phase, in order to ensure a uniform approach and action by the CFCA, thus ensuring equal treatment of project applicants/beneficiaries. The information material refers to various sources of information relevant to the determination of the status of an SME, SU and UID on which the CFCA bases its approach. The information material is published on the CFCA's website to provide project applicants and beneficiaries with detailed and accessible information on how the CFCA assesses the status of an SME, SU and the features of a UID. The information material will also be updated and clarified as new clarifications or other relevant information from the European Commission become available.
In determining whether an undertaking qualifies as an SME, it is defined in accordance with European Commission regulations, not the Commercial Law. Micro-enterprise status is determined according to the definition in European Commission regulations, not the Micro-Enterprise Tax Law. Please note that the micro-enterprise status in the State Revenue Service's database is determined on the basis of the Micro-Enterprise Tax Law.
This information material is not binding on any entity involved in the determination of the status of an SME, SU and UID and does not provide legal certainty or legal security for the determination of the status of an SME, SU and UID. The information material does not exempt you from the obligation to consult the regulatory framework and the clarifications provided by the European Commission on the determination of the status of an SME, SU and UID.
For more detailed information on the determination of SME status (including schematic illustrations and examples), see the European Commission's User’s Guide to the SME Definition.
The European Commission's Directorate-General for Internal Market, Industry, Entrepreneurship and SMEs has developed a tool for SME status determination (SME self-assessment questionnaire).
All references to the e-State Aid Wiki system used in this document are attached in Annex 5 (attached separately from this guidance material).
[bookmark: _Toc215477936][bookmark: _Toc461907293][bookmark: _Toc66553943][bookmark: _Toc66555063]
Part A 

[bookmark: OLE_LINK1]Determining Micro, Small and Medium-sized Enterprise Status 
under the terms of Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain categories of aid compatible with the internal market in application of Articles 107 and 108 of the Treaty

[bookmark: _Toc456531741][bookmark: _Toc461907294][bookmark: _Toc66553944][bookmark: _Toc66555064][bookmark: _Toc215477937]Undertaking and SME Status
[bookmark: _Toc461907295]
An undertaking is any entity engaged in an economic activity, irrespective of the legal form of the entity and whether the entity is set up to generate profit or is a non-profit entity.[footnoteRef:2] This includes in particular self-employed persons and family businesses engaged in craft or other activities, as well as partnerships (both general and limited) and associations regularly engaged in an economic activity.[footnoteRef:3] [2:  Commission Notice on the notion of State aid as referred to in Article 107(1) of the Treaty on the Functioning of the European Union (2016/C 262/01), Para 7, 8 and 9.]  [3:  Commission Regulation No 651/2014 - Annex I, Article 1.] 

Economic activity is generally defined as "the sale of products or services at a given price, on a given/direct market".[footnoteRef:4] [4:  User Guide to the SME Definition, page 9.] 


[bookmark: _Toc461907296]For example, associations, scientific institutions, self-employed persons, state/municipal enterprises, religious organisations, and other entities are also considered to be undertakings engaged in an economic activity.

[bookmark: _Toc461907297]An undertaking may be several separate legal entities forming one economic unit.[footnoteRef:5] One economic unit is characterised by the ability to independently determine the policy which it intends to adopt on the common market, including the persons and undertakings to which it makes offers or sells.[footnoteRef:6] [5:  Commission Notice on the notion of State aid as referred to in Article 107(1) of the Treaty on the Functioning of the European Union (2016/C 262/01), Para 11.]  [6:  Judgment of the Court of 16 December 1975. Coöperatieve Vereniging "Suiker Unie" UA and others v Commission of the European Communities. Joined cases 40 to 48, 50, 54 to 56, 111, 113 and 114-73, ECLI:EU:C:1975:174, Para 173.] 

Whether an undertaking is an SME or a large enterprise is determined on the date on which the decision to grant aid is taken[footnoteRef:7]. The status of an undertaking may change within a project and needs to be reassessed in the event of new business support being granted. [7:  Commission Regulation No 651/2014, Article 2(28).] 


For example, if the project contract is with a medium-sized enterprise, but the enterprise would qualify as a large enterprise once the project is completed, the monitoring period is the same as for a medium-sized enterprise.
For example, if the aid is granted to a final beneficiary that is a small enterprise, the aid in question is paid as to a small enterprise, regardless of whether the status of the enterprise changes during the project period. If new aid is granted to the same undertaking, the status of the undertaking is reassessed.

[bookmark: _Toc461907298]An undertaking shall indicate its status in the SME declaration[footnoteRef:8]. [8:  Cabinet Regulation of 16 December 2014 No 776 "Procedure for Commercial Undertakings to Declare their Compliance with the Status of a Small and Medium-Sized Commercial Undertaking", Annex 1 and Annex 2.] 


!	Large enterprises shall also complete the SME declaration.

[bookmark: _Toc461907299]Establishing enterprise status requires:
[bookmark: _Toc461907300]information on the staff headcount, annual net turnover and annual balance sheet total of the enterprise concerned, and
[bookmark: _Toc461907301]information on the enterprise's relationship with other undertakings (details in Sub-sections 5-8 of this information material).[footnoteRef:9] [9:  Commission Regulation No 651/2014, Annex I, Articles 3, 4 and 5.] 


[bookmark: _Toc456531742][bookmark: _Toc461907302][bookmark: _Toc66553945][bookmark: _Toc66555065][bookmark: _Toc215477938]Information on the Staff Headcount, Annual Turnover and Annual Balance Sheet Total of the Enterprise in Question
[bookmark: _Toc461907303][bookmark: _Toc66553946][bookmark: _Toc461907304][bookmark: _Toc66553947]Staff headcount[footnoteRef:10]. [10:  Commission Regulation No 651/2014, Annex I, Article 5.] 

The headcount is calculated in annual work units (full-time equivalents):
[bookmark: _Toc461907305][bookmark: _Toc66553948]One annual work unit means that one person has worked full-time in the enterprise or on its behalf during the entire reference year under consideration.
[bookmark: _Toc461907306][bookmark: _Toc66553949]The work of persons who have not worked the full year, who have worked part-time and seasonal workers are counted as fractions of one annual work unit.
[bookmark: _Toc461907307][bookmark: _Toc66553950]Staff headcount includes:
[bookmark: _Toc461907308][bookmark: _Toc66553951]employees;
[bookmark: _Toc461907309][bookmark: _Toc66553952]persons working for the enterprise being subordinated to it and deemed to be employees under national law;
[bookmark: _Toc461907310][bookmark: _Toc66553953]owner-managers;
[bookmark: _Toc461907311][bookmark: _Toc66553954]partners (equity holders and shareholders other than those in 2.3.3) engaging in a regular activity in the enterprise and benefiting from financial advantages from the enterprise. 
[bookmark: _Toc461907312][bookmark: _Toc66553955]Staff headcount does not include:
[bookmark: _Toc461907313][bookmark: _Toc66553956]apprentices or students engaged in vocational training with an apprenticeship or vocational training contract, for example, also traineeships, are not included as staff.
[bookmark: _Toc461907314][bookmark: _Toc66553957]employees on maternity or parental leave.
[bookmark: _Toc461907315][bookmark: _Toc66553958]Annual turnover[footnoteRef:11] - the income that an enterprise received during the financial year in question from the sale of products and provision of services, excluding value added tax or other indirect taxes. [11:   User Guide to the SME Definition, page 15.] 

[bookmark: _Toc461907316][bookmark: _Toc66553959]Annual balance sheet total - the value of a company’s assets.
Staff headcount, annual turnover and annual balance sheet values does not apply for the institutions of Local authorities, managing authorities of SEZ and other Public institutions, as those are considered as large entities.


[bookmark: _Toc456531743][bookmark: _Toc461907317][bookmark: _Toc66553960][bookmark: _Toc66555066][bookmark: _Toc215477939]Conditions for Obtaining SME Status

To determine SME status, it is useful to first examine the enterprise's relationship with its linked enterprises and partner enterprises. The information on the conditions for obtaining SME status in this Sub-section "Conditions for Obtaining SME Status" refers to an autonomous enterprise (Sub-section 6 of the information material). If the enterprise has a linked enterprise or a partner enterprise, the data on the linked enterprise and the partner enterprise shall be added together (Sub-sections 7 and 8 of the information material).

[bookmark: _Toc461907318][bookmark: _Toc66553961]SME status is determined[footnoteRef:12], taking into account: [12:  Commission Regulation No 651/2014, Annex I, Article 2.] 

[bookmark: _Toc461907319][bookmark: _Toc66553962]staff headcount and
[bookmark: _Toc461907320][bookmark: _Toc66553963]annual net turnover or annual balance sheet total
[bookmark: _Toc461907321][bookmark: _Toc66553964]Figure 1 shows the two conditions that must be met for an enterprise to become an SME. For example, to qualify as a micro-enterprise, an enterprise must meet two conditions:
[bookmark: _Toc461907322][bookmark: _Toc66553965]the enterprise must employ fewer than 10 persons, and
[bookmark: _Toc461907323][bookmark: _Toc66553966]the annual turnover or (i.e. at the merchant's choice) the annual balance sheet total of the enterprise does not exceed EUR 2 million.


Figure 1: Micro, Small or Medium-sized Enterprise



[bookmark: _Toc461907324][bookmark: _Toc66553967]When determining the status of an enterprise, the upper threshold for the staff headcount must be respected in all cases, but the upper threshold for one of the two financial indicators (annual turnover or annual balance sheet total) may be exceeded.
For example:
· [bookmark: _Toc461907325]if an undertaking has 9 employees, an annual turnover of EUR 1,455,000 and an annual balance sheet total of EUR 2,256,200, the undertaking is a micro-enterprise as the upper threshold is only breached in one of the undertaking's two financial indicators.
· [bookmark: _Toc461907326]if an undertaking's turnover and balance sheet total correspond to the status of a small enterprise, but the staff headcount corresponds to the category of a medium-sized enterprise, it is a medium-sized enterprise, i.e. if the undertaking employs 67 persons, has a balance sheet total of EUR 4,580,000 and a net turnover of EUR 9,000,00, it is a medium-sized enterprise.
· [bookmark: _Toc461907327]if an undertaking has 200 employees, an annual turnover of EUR 55,000,000 and an annual balance sheet total of EUR 56,000,000, the undertaking is a large enterprise because two of its financial indicators are exceeded.
[bookmark: _Toc461907328]Table 1
[bookmark: _Toc461907329]Determining the Status of an Undertaking According to Thresholds

	[bookmark: _Toc461907330]Undertaking
	[bookmark: _Toc461907331]Staff headcount
	[bookmark: _Toc461907332]Balance sheet total, euro
	[bookmark: _Toc461907333]Net turnover, euro
	[bookmark: _Toc461907334]STATUS

	[bookmark: _Toc461907335]A
	[bookmark: _Toc461907336]8
	[bookmark: _Toc461907337]25,000
	[bookmark: _Toc461907338]1,500,000
	[bookmark: _Toc461907339]micro

	[bookmark: _Toc461907340]B
	[bookmark: _Toc461907341]8
	[bookmark: _Toc461907342]25,000
	[bookmark: _Toc461907343]2,500,000
	[bookmark: _Toc461907344]micro

	[bookmark: _Toc461907345]C
	[bookmark: _Toc461907346]15
	[bookmark: _Toc461907347]25,000
	[bookmark: _Toc461907348]1,500,000
	[bookmark: _Toc461907349]small

	[bookmark: _Toc461907350]D
	[bookmark: _Toc461907351]40
	[bookmark: _Toc461907352]1,000,000
	[bookmark: _Toc461907353]9,000,000
	[bookmark: _Toc461907354]small

	[bookmark: _Toc461907355]E
	[bookmark: _Toc461907356]40
	[bookmark: _Toc461907357]12,000,000
	[bookmark: _Toc461907358]8,000,000
	[bookmark: _Toc461907359]small

	[bookmark: _Toc461907360]F
	[bookmark: _Toc461907361]200
	[bookmark: _Toc461907362]1,000,000
	[bookmark: _Toc461907363]9,000,000
	[bookmark: _Toc461907364]medium-sized

	[bookmark: _Toc461907365]G
	[bookmark: _Toc461907366]200
	[bookmark: _Toc461907367]12,000,000
	[bookmark: _Toc461907368]45,000,000
	[bookmark: _Toc461907369]medium-sized

	[bookmark: _Toc461907370]H
	[bookmark: _Toc461907371]200
	[bookmark: _Toc461907372]25,000,000
	[bookmark: _Toc461907373]65,000,000
	[bookmark: _Toc461907374]medium-sized

	[bookmark: _Toc461907375]I
	[bookmark: _Toc461907376]450
	[bookmark: _Toc461907377]25,000,000
	[bookmark: _Toc461907378]45,000,000
	[bookmark: _Toc461907379]large

	[bookmark: _Toc461907380]J
	[bookmark: _Toc461907381]450
	[bookmark: _Toc461907382]65,000,000
	[bookmark: _Toc461907383]75,000,000
	[bookmark: _Toc461907384]large

	[bookmark: _Toc461907385]K
	[bookmark: _Toc461907386]8
	[bookmark: _Toc461907387]65,000,000 
	[bookmark: _Toc461907388]75,000,000
	[bookmark: _Toc461907389]large 

	[bookmark: _Toc461907390]L
	[bookmark: _Toc461907391]8 
	[bookmark: _Toc461907392]65,000,000
	[bookmark: _Toc461907393]1,500,000
	[bookmark: _Toc461907394]micro

	[bookmark: _Toc461907395]M
	[bookmark: _Toc461907396]8
	[bookmark: _Toc461907397]65,000,000
	[bookmark: _Toc461907398]9,000,000
	[bookmark: _Toc461907399]small 

	[bookmark: _Toc461907400]N
	[bookmark: _Toc461907401]8
	[bookmark: _Toc461907402]65,000,000
	[bookmark: _Toc461907403]45,000,000
	[bookmark: _Toc461907404]medium-sized


[bookmark: _Toc456531744]
[bookmark: _Toc461907405][bookmark: _Toc66553968][bookmark: _Toc215477940]Obtaining Undertaking Data

[bookmark: _Toc461907406][bookmark: _Toc66553969]An undertaking's data for determining its status is derived from information provided in the undertaking's annual accounts and, where necessary (for newly established undertakings that have not closed their first financial year), in the operational (interim) accounts.
[bookmark: _Toc461907407][bookmark: _Toc66553970]Source of information:
[bookmark: _Toc461907408][bookmark: _Toc66553971]staff headcount - in the annual balance sheet item "Number of Employees";
[bookmark: _Toc461907409][bookmark: _Toc66553972]annual turnover - in the annual profit/loss account item "Net Turnover";
[bookmark: _Toc461907410][bookmark: _Toc66553973]SME declaration;
[bookmark: _Toc461907411][bookmark: _Toc66553974]SRS database (Lursoft or other publicly available resources);
[bookmark: _Toc461907412][bookmark: _Toc66553975]Annual balance sheet total - in the annual balance sheet item "ASSETS BALANCE SHEET".
[bookmark: _Toc461907413][bookmark: _Toc66553976]If the staff headcount exceeds the upper thresholds for the SME status according to the undertaking's last two closed annual accounts, but the SME declaration (or project application) submitted indicates the SME status, an explanation of the staff headcount is requested.

For example, if an undertaking has declared in its SME declaration that it qualifies as a medium-sized enterprise with 220 employees, but a check of the annual accounts shows that the staff headcount in the last accounting year is 258, compared to 254 in the previous accounting year, based on data from linked enterprises and partner enterprises, so the undertaking is a large enterprise according to the data of the last two accounting years. In such situations, additional information is obtained to determine the number of employees according to the method of calculating the staff headcount specified in Sub-section 2.2 of this information material, using the information on the staff headcount and their workload available in the SRS database, or the undertaking is required to update the SME declaration in accordance with the annual accounting data.

[bookmark: _Toc461907414][bookmark: _Toc66553977]An undertaking only loses or acquires the status of a micro, small, medium-sized or large enterprise status if its indicators exceed the thresholds for two consecutive accounting periods[footnoteRef:13], except if the SME is merged or acquired by a larger group, in which case it loses its SME status immediately from the date of the transaction[footnoteRef:14]. [13:  Commission Regulation No 651/2014, Annex I, Article 4(2).]  [14:  Commission Decision 2012/838/EU (18 December 2012), Section 1.1.3.1, Para 6(e), User Guide to the SME Definition, page 14.] 

[bookmark: _Toc461907415][bookmark: _Toc66553978]Obtaining data of an undertaking depends on the information available:
[bookmark: _Toc461907416][bookmark: _Toc66553979]Newly established enterprises that do not yet have approved annual accounts should make a declaration that includes a bona fide estimate (in the form of a business plan) made over the course of the financial year. This business plan should cover the entire period (financial years) until the undertaking starts generating turnover. The business plan must include at least financial projections concerning the profit and loss account, the balance sheet and the forecasted headcount of the company, together with a narrative part describing the core activity of the company. The document must be dated and signed by a person entitled to engage the company.[footnoteRef:15] A newly established enterprise can submit an operational financial account or an SME declaration with information on its core activity, turnover, balance sheet, staff headcount and information on linked and partner enterprises if the enterprise is not autonomous. [15:  User Guide to the SME Definition, pages 11 and 34.] 

[bookmark: _Toc461907417][bookmark: _Toc66553980]If an enterprise has only one approved annual statement, the status of the enterprise is determined by the data in that annual statement.
[bookmark: _Toc461907418][bookmark: _Toc66553981]If a newly established enterprise has only two approved annual statements, the status of the enterprise is determined by the first approved annual statement.[footnoteRef:16] [16:  Commission Regulation No 651/2014, Annex I, Article 4(2).] 

[bookmark: _Toc461907419][bookmark: _Toc66553982]If an enterprise has three or more approved annual statements, the status of the enterprise is determined by examining the enterprise's data for the last two accounting periods. If the status of the enterprise differs for the last two accounting periods, the last three accounting periods are checked. An enterprise loses SME status if it exceeds the SME thresholds for two consecutive accounting years, see Example 3 in Table 2.
[bookmark: _Toc461907420][bookmark: _Toc66553983]Given that the financial information approved in the annual statement may have changed at the time of the decision to grant the aid, the applicant may be asked to submit an operational (interim) statement audited by a sworn auditor.

For example, Table 2 shows the situation when an undertaking gains or loses SME status. In this case, there are eight possible cases for assessing whether an undertaking is an SME or not (see Table 2).




Table 2
Example for determining SME status for three accounting periods if 2016 is the last approved accounting period[footnoteRef:17] [17:  User Guide to the SME Definitionn, page 14.] 

	Case No
	2014
	2015
	2016
	Status of SME

	1
	Not SME
	Not SME
	Not SME
	Not SME

	2
	SME
	Not SME
	Not SME
	Not SME

	3
	SME
	Not SME
	SME
	SME

	4
	Not SME
	Not SME
	SME
	Not SME

	5
	Not SME
	SME
	Not SME
	Not SME

	6
	SME
	SME
	Not SME
	SME

	7
	Not SME
	SME
	SME
	SME

	8
	SME
	SME
	SME
	SME



From the example in Table 2, it can be concluded that it is only necessary to check the data for 2014 in cases 3 to 6, i.e. if the SME status of the undertaking for the last two accounting periods is different.


· [bookmark: _Toc461907421]The example in Table 2 on SME status is also applicable in the case of a change of status from or to micro, small and medium-sized enterprise.


For example, if the undertaking is a medium-sized enterprise in 2016 (the last approved accounting period), a small enterprise in 2015 and a micro-enterprise in 2014, the undertaking's status is small enterprise because its indicators do not exceed the upper thresholds for small enterprise indicators for two consecutive accounting periods.

[bookmark: _Toc461907422][bookmark: _Toc66553984]If an undertaking's indicators are included in an account that is shorter or longer than 12 months, monthly averages and extrapolation can be used to determine the undertaking's status[footnoteRef:18]. If the indicators are not available for the whole accounting period but only for some months of the accounting period, the undertaking's indicators for the accounting period are obtained by carrying out the following arithmetic operations: [18:  e-State Aid Wiki, Annex I – reference period in SME definition, 2016.01.15.] 

[bookmark: _Toc66553779][bookmark: _Toc66553985][bookmark: _Toc66554893][bookmark: _Toc461907423][bookmark: _Toc66553986]indicators for the months of the accounting period for which information is available in the account are aggregated,
[bookmark: _Toc461907424][bookmark: _Toc66553987]the resulting amount is divided by the number of months in the accounting period in which the information is reported,
[bookmark: _Toc461907425][bookmark: _Toc66553988]the resulting division is multiplied by 12 (the total number of months in the accounting period).





[bookmark: _Toc456531745][bookmark: _Toc461907426][bookmark: _Toc66553989][bookmark: _Toc215477941]Information on the Relationship of the Enterprise in Question with Other Undertakings

[bookmark: _Toc461907427][bookmark: _Toc66553990]In determining the status of an enterprise, the relationship of the enterprise to other undertakings shall be considered:
[bookmark: _Toc461907428][bookmark: _Toc66553991]Who (natural person and/or undertaking) owns capital shares or voting rights in the enterprise and to what extent (%),
[bookmark: _Toc461907429][bookmark: _Toc66553992]whether the enterprise and its owner own capital shares or voting rights in other undertakings.[footnoteRef:19] [19:  Commission Regulation No 651/2014, Annex I, Article 6.] 


[bookmark: _Toc461907430][bookmark: _Toc66553993]Based on their mutual link, enterprises are divided into three groups: 
[bookmark: _Toc461907431][bookmark: _Toc66553994]Autonomous enterprises;
[bookmark: _Toc461907432][bookmark: _Toc66553995]Partner enterprises;
[bookmark: _Toc461907433][bookmark: _Toc66553996]Linked enterprises.

[bookmark: _Toc456531746][bookmark: _Toc461907434][bookmark: _Toc66553997][bookmark: _Toc215477942]Autonomous Enterprise

[bookmark: _Toc461907435][bookmark: _Toc66553998]The enterprise in question is an autonomous enterprise in any of the cases referred to in Sub-sections 6.1.1 to 6.1.3 below:
[bookmark: _Toc461907436][bookmark: _Toc66553999]the enterprise in question has no participation in other undertakings and no other undertaking has a participation in the enterprise in question.[footnoteRef:20] [20:  User Guide to the SME Definition, page 16.] 

[bookmark: _Toc461907437][bookmark: _Toc66554000]the enterprise in question has a holding of less than 25 % of the capital shares or voting rights (whichever is higher) in one or more other undertakings and/or any external undertakings have a stake of no more than 25 % of the capital shares or voting rights (whichever is higher) in the enterprise. If there are several investors each with a stake of less than 25 % in the enterprise, the enterprise in question is autonomous - provided that these investors are not linked to each other[footnoteRef:21], including through a natural person[footnoteRef:22]. [21:  Commission Regulation No 651/2014, Annex I, Article 3(2).]  [22:  Commission Regulation No 651/2014, Annex I, Article 3(3)] 

[bookmark: _Toc461907438][bookmark: _Toc66554001]An enterprise is autonomous if the aggregate holding of all the following groups of investors in the enterprise in question does not exceed 50 % and these investors are not linked, either individually or jointly, to the enterprise in question:
[bookmark: _Toc461907439][bookmark: _Toc66554002]public investment corporations, venture capital companies, individuals or business angels[footnoteRef:23]; [23:  Public investment corporations, venture capital companies, individuals or groups of individuals with a regular venture capital investment activity who invest equity capital in unquoted businesses (business angels), provided the total investment of those business angels in the same enterprise is less than EUR 1,250,000, see. Commission Regulation No 651/2014, Annex I, Article 3(2)(a).] 

[bookmark: _Toc461907440][bookmark: _Toc66554003]universities or non-profit research centres
[bookmark: _Toc461907441][bookmark: _Toc66554004]institutional investors, including regional development funds
[bookmark: _Toc461907442][bookmark: _Toc66554005]autonomous local authorities with an annual budget of less than EUR 10 million and less than 5,000 inhabitants.

[bookmark: _Toc461907443][bookmark: _Toc66554006]An enterprise is not an SME if one or more public bodies from the group of investors referred to in Sub-sections 6.1.3.1 to 6.1.3.4 of this information material have invested more than 50 % in this enterprise.[footnoteRef:24] [24:  User Guide to the SME Definition, page 19.] 


For example, if an enterprise is owned by three public bodies that meet the characteristics of Sub-section 6.1.3.4 of this information material and each public body owns one third of the enterprise, then the enterprise is not an SME.[footnoteRef:25] [25:  e-State Aid Wiki, Annex I - public authorities and SME definition. 2015.05.19.] 


[bookmark: _Toc461907444][bookmark: _Toc66554007]An enterprise is not an SME if 25% or more of the capital shares or voting rights of the enterprise are controlled, directly or indirectly, by one or more public bodies other than those referred to in Sub-sections 6.1.3.1 to 6.1.3.4 of this information material. For further information on the status of scientific institutions, see Section 9 of this information material.

[bookmark: _Toc456531747][bookmark: _Toc461907445][bookmark: _Toc66554008][bookmark: _Toc215477943]Partner Enterprise

[bookmark: _Toc461907446][bookmark: _Toc66554009]The enterprise in question has a partner enterprise if:
[bookmark: _Toc461907447][bookmark: _Toc66554010]the enterprise in question holds 25 % or more, but less than 50 % of the capital shares or voting rights of another enterprise;
[bookmark: _Toc461907448][bookmark: _Toc66554011]another enterprise holds 25 % or more, but less than 50 % of the capital shares or voting rights of the enterprise in question[footnoteRef:26]. [26:  Commission Regulation No 651/2014, Annex I, Article 3(2).] 

[bookmark: _Toc461907449][bookmark: _Toc66554012]The enterprise in question must add a proportion of its partner's staff headcount and financial data to its own figures. This proportion will reflect the percentage of shares or voting rights (whichever is higher) that it holds.

For example, if an enterprise has a 30 % stake in another enterprise, it adds 30 % of the partner enterprise's headcount, annual turnover and annual balance sheet total to its own figures.

[bookmark: _Toc461907450][bookmark: _Toc66554013]If there are several partner enterprises, the same type of calculation must be made for each partner enterprise situated immediately upstream or downstream from the enterprise in question (hereinafter - first-tier partner enterprise). Calculations must be made for the first-tier partner enterprise, but not for other tiers of partner enterprises that are not immediately upstream or downstream of the enterprise in question.[footnoteRef:27] [27:  User Guide to the SME Definition, page 19.] 

[bookmark: _Toc461907451][bookmark: _Toc66554014]If the first-tier partner enterprise has one or more linked enterprises, the data of the linked enterprises must first be aggregated with the first-tier partner enterprise or the consolidated account of the partner enterprise must be used and then added to the data of the enterprise in question proportional to the percentage holding of the first-tier partner enterprise in the enterprise in question.

For example, the enterprise in question A has one partner enterprise B. Partner enterprise B has a 30 % stake in enterprise A. Partner enterprise B has one linked enterprise C. Enterprise C has a 100 % stake in enterprise B. Linked enterprise C has one linked enterprise D. Enterprise D has a 100 % stake in enterprise C. To calculate the SME status of enterprise A, the data of enterprise B, enterprise C and enterprise D must first be added together, then multiplied by 30 % and the result added to 100 % of the data of enterprise A. 



Figure 2. Partner Enterprises and Linked Enterprises
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SME status for enterprise A = 100% of enterprise A's data + 0.3 x (enterprise B's data + enterprise C's data + enterprise D's data)

[bookmark: _Toc66554015]The judgments of the General Court[footnoteRef:28] explain how to add company data to the applicant's data. In case T-675/13[footnoteRef:29], the General Court concluded that the data of the applicant for aid (K Chimica Srl) should not be added to the data of Compagnie d'Investissement des Alpes SA. The mutual link of the enterprises is explained in Figure 3. [28:  Judgment of the General Court of 15 September 2016 - K Chimica Srl v European Chemicals Agency, T-675/13, ECLI:EU:T:2016:480, Paragraph 47; Judgment of the General Court of 15 September 2016 - Crosfield Italia Srl v European Chemicals Agency, T‑587/14, ECLI:EU:T:2016:475, Paragraph 41.]  [29:  Judgment of the General Court of 15 September 2016 - K Chimica Srl v European Chemicals Agency, T-675/13, ECLI:EU:T:2016:480.] 


Figure 3. Mutual Link of Enterprises
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[bookmark: _Toc66554016]In the light of the judgments of the General Court[footnoteRef:30], no undertaking linked to a partnership enterprise of the linked enterprise of the enterprise in question shall be considered when determine the SME status.[footnoteRef:31] [30:  Judgment of the General Court of 15 September 2016 - K Chimica Srl v European Chemicals Agency, T-675/13, ECLI:EU:T:2016:480; Judgment of the General Court of 15 September 2016 - Crosfield Italia Srl v European Chemicals Agency, T‑587/14, ECLI:EU:T:2016:475.]  [31:  e-State Aid Wiki, Annex I - SME Definition 2017.01.04.; e-State Aid Wiki, Annex I art. 6 Estabilishing data of the enterprise, 2018.12.19.] 




[bookmark: _Toc456531748][bookmark: _Toc461907452][bookmark: _Toc66554017][bookmark: _Toc215477944]Linked Enterprise

[bookmark: _Toc461907453][bookmark: _Toc66554018]An enterprise is a linked enterprise if at least one of the following characteristics is met[footnoteRef:32]: [32:  Commission Regulation No 651/2014, Annex I, Article 3(3).] 

[bookmark: _Toc461907454][bookmark: _Toc66554019]an enterprise has a majority of the shareholders' or members' voting rights in another enterprise;
[bookmark: _Toc461907455][bookmark: _Toc66554020]an enterprise has the right to appoint or remove a majority of the members of the administrative, management or supervisory body of another enterprise;
[bookmark: _Toc461907456][bookmark: _Toc66554021]an enterprise has the right to exercise a dominant influence over another enterprise pursuant to a contract entered into with that enterprise or to a provision in its memorandum or articles of association;
[bookmark: _Toc461907457][bookmark: _Toc66554022]an enterprise, which is a shareholder in or member of another enterprise, controls alone, pursuant to an agreement with other shareholders in or members of that enterprise, a majority of shareholders' or members' voting rights in that enterprise.
[bookmark: _Toc461907458][bookmark: _Toc66554023]Dominant influence over another enterprise - the ability (veto rights, shares to which special rights are attached, powers acquired on the basis of long-term contracts etc.) of one entity (including public bodies, private undertakings, individuals) to influence the operating and financial policies (budget, business plan, investment decisions or senior management appointments, etc.) of another enterprise in accordance with its own wishes. Even in the case of a minority shareholding, sole control may occur on a legal basis in situations where specific rights are attached to this shareholding (i.e. preferential shares to which special rights are attached enabling the minority shareholder to determine the strategic commercial behaviour of the target company, such as the power to appoint more than half of the members of the supervisory board or the administrative board)[footnoteRef:33]. Where one enterprise has a shareholding exceeding 50 % in the other, one enterprise is always considered to have a dominant influence over the other[footnoteRef:34]. [33:  User Guide to the SME Definition, pages 33-34.]  [34:  e-State Aid Wiki, Annex I Article 3 - dominant influence in case of stake participation exceeding 50%, 2015.12.14.] 

[bookmark: _Toc461907459]
For example, enterprise A has a 50 % shareholding in enterprise C and enterprise B has a 50 % shareholding in enterprise C. If there are no special provisions in the documents of enterprise C allowing any of the shareholders of enterprise C to take decisions on their own, then both enterprise A and enterprise B have veto rights[footnoteRef:35] and therefore a dominant influence over enterprise C. So enterprise A is linked to enterprise C and enterprise B is linked to enterprise C. [35:  User Guide to the SME Definition, pages 33-34.] 

[bookmark: _Toc66554024]Enterprises are also linked if the relationship referred to in Sub-section 8.1 of Part A of this information material does not take place directly between the enterprises but through intermediaries[footnoteRef:36]: [36:  Commission Regulation No 651/2014, Annex I, Article 3(3).] 

[bookmark: _Toc461907460][bookmark: _Toc66554025]through one or more other enterprises,
[bookmark: _Toc461907461][bookmark: _Toc66554026]through an investor:
[bookmark: _Toc461907462][bookmark: _Toc66554027]public investment corporations, venture capital companies, individuals or business angels,
[bookmark: _Toc461907463][bookmark: _Toc66554028]universities or non-profit research centres,
[bookmark: _Toc461907464][bookmark: _Toc66554029]institutional investors, including regional development funds
[bookmark: _Toc461907465][bookmark: _Toc66554030]autonomous local authorities with an annual budget of less than EUR 10 million and less than 5,000 inhabitants.

[bookmark: _Toc461907466][bookmark: _Toc66554031]through a natural person or group of natural persons acting jointly if they engage in their activity or in part of their activity in the same relevant market or in adjacent markets.

! If the stake or voting rights of a natural person in an enterprise which is an applicant for aid do not exceed 50 % and the natural person is not engaged in an economic activity by itself, the data of the natural person's linked enterprises (other undertakings with a stake of 50 % or more) are excluded from the data of the applicant for aid.

For example, five natural persons, who are not economic operators, each own 20% of the shares in enterprise A and 20% of the shares in enterprise B. If enterprises A and B do not operate in the same or an adjacent market, then enterprises A and B are not linked enterprises.[footnoteRef:37] [37:  e-State Aid Wiki, Annex I - Enterprises linked through a natural person, 2016.06.16.] 

 
[bookmark: _Toc461907467][bookmark: _Toc66554032]Adjacent market - closely related neighboring markets where products are complementary to each other or are generally purchased by the same set of customers for the same end use or the enterprises operate at different levels of the supply chain.[footnoteRef:38] [38:  User Guide to the SME Definition, page 33.] 

[bookmark: _Toc461907468][bookmark: _Toc66554033]If an enterprise is required to draw up consolidated accounts (the annual accounts of a single undertaking providing information on the group as a whole as a single entity), the enterprise is usually a linked enterprise.[footnoteRef:39] [39:  User Guide to the SME Definition, page 15.] 

[bookmark: _Toc461907469][bookmark: _Toc66554034]Data of all the linked enterprises of the enterprise in question must be added to the data of the enterprise in question. Data of first-tier enterprises must be added to the data of each linked enterprise.[footnoteRef:40] [40:  Commission Regulation No 651/2014, Annex I, Article 3(3).] 


For example, if one investor's (a venture capital fund's) stake in the enterprise exceeds 50 % or one investor's stake in the enterprise does not exceed 50 %, but the investments in the enterprises are made under a contract where the investor has the right to determine the conduct of the enterprise (dominant influence over the enterprise), then all the enterprises in which the investor has invested are linked enterprises.[footnoteRef:41] In addition, if the venture capital fund and the enterprise in question are linked enterprises, then the indicators of the venture capital fund must be added to the indicators of the enterprise in order to determine the status of the enterprise.[footnoteRef:42] [41:  e-State Aid Wiki, Annex I - linked undertakings, 2016.06.28.]  [42:  e-State Aid Wiki, Annex I - SME definition and venture capital fund, 2016.07.12.] 


[bookmark: _Toc66554035]Enterprises which have one or other of such relationships (Sub-section 8.1 of Part A) through a natural person or group of natural persons (who are not economic operators) acting jointly are also considered linked enterprises if they engage in their activity or in part of their activity in the same relevant market or in adjacent markets.[footnoteRef:43] [43:  Commission Regulation No 651/2014, Annex I, Article 3(3)] 

[bookmark: _Toc66554036]Where a natural person owns a majority of the shares (50% or more) in several enterprises and exercises control by directly or indirectly influencing the management of those enterprises, person is deemed to participate in the economic activities of those enterprises, so that the natural person, through the ownership and management of the enterprises, carries out an economic activity[footnoteRef:44]. If the owner of an enterprise is a natural person who has voting rights in that enterprise, that natural person is deemed to be carrying out an economic activity[footnoteRef:45] and is deemed as a company. For example, a majority shareholder who appoints the board of directors (or is otherwise involved in the management of the enterprise) carries out an economic activity and thus forms linked enterprises. The opposite (exclusion) would be the case if a member (including for example - as a majority member) has entered into agreements prohibiting him/her from participating directly or indirectly in the management of the enterprise[footnoteRef:46].  [44:  CJEU judgment of 10.01.2006 in the case Cassa di Risparmio di Firenze, available electronically: https://eur-lex.europa.eu/legal-content/LV/ALL/?uri=CELEX%3A62004CJ0222]  [45:  e-State Aid Wiki, Art [2.2] - linked enterprises through natural person – possibilities, 2020.02.05. ]  [46:  e-State Aid Wiki, Article 2 (2) Reg. 1407/2013 Single undertaking, natural person, 2019.04.23.] 


For example, enterprise A is 50% owned by natural person 1 (I.Bērziņš) and 50% by natural person 2 (A.Celms). The two natural persons each individually own 100 % of enterprises B and C. The enterprise group consists of all enterprises A, B and C.
Figure 4 Mutual Link of Enterprises through Natural Persons
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SME status for enterprise A = 100% of enterprise A's data + 100% of enterprise B's data + 100% of enterprise C's data.

[bookmark: _Toc66554037]If a natural person owns capital shares in an enterprise (including majority shares) but does not participate directly or indirectly in the management of the enterprise, that natural person is not considered an enterprise. In such a case, the natural person may only form a link with enterprises with which it has any of the relationships referred to in Article 3(3)(a-d) of Annex 1 to Regulation No 651/2014 and where the enterprises operate in the same relevant market or in adjacent markets[footnoteRef:47]. [47:  e-State Aid Wiki, Annex 1 - SME definition, Natural person - same relevant and adjacent markets, 2019.07.19.  ] 



[bookmark: _Toc456531749][bookmark: _Toc461907470][bookmark: _Toc456531750]
[bookmark: _Toc460404516][bookmark: _Toc66554038][bookmark: _Toc215477945]Determining the Status of Scientific Institutions
[bookmark: _Toc66554039]State-founded universities, colleges and scientific institutes have the status of large enterprises.[footnoteRef:48] [48:  e-State Aid Wiki, Annex I - SME Definition, 2017.01.04.] 

[bookmark: _Toc66554040]For scientific institutions that are a legal person governed by private law or a division thereof, the status of the entity shall be determined in accordance with the procedure set out in Part A of this information material.[footnoteRef:49] [49:  Ibid.] 


[bookmark: _Toc66554041][bookmark: _Toc215477946]Partner Enterprises and Linked Enterprises Outside Latvia
[bookmark: _Toc461907471][bookmark: _Toc66554042]The definition of SME applies to all autonomous enterprises, partner enterprises and linked enterprises, regardless of their country of incorporation.
[bookmark: _Toc461907472][bookmark: _Toc66554043]If it is established, on the basis of publicly available information, that the undertaking in question has linked enterprises or partner enterprises for which the information required for the SME determination is not available, the undertaking shall provide confirmation that the undertaking itself does not have access to such information on foreign linked enterprises (and partner enterprises) by completing the section of the SME declaration "Explanation of Special Cases for Completing the Declaration".

! It should be noted that, where the features of an undertaking in difficulty are to be verified, information on the whole group of linked enterprises is required.


[bookmark: _Toc461907473][bookmark: _Toc66554044][bookmark: _Toc215477947]Sources of Data for Determining the Status of an Enterprise
[bookmark: _Toc461907474][bookmark: _Toc66554045]Lursoft (database of enterprises registered in Latvia): https://www.lursoft.lv/lv/uznemumu-registrs; Information system of the Register of Enterprises: https://info.ur.gov.lv/#/data-search;
[bookmark: _Toc66554046]Database of enterprises registered in Denmark: https://datacvr.virk.dk/data/;
Database of enterprises registered in Estonia: https://ariregister.rik.ee
11.4   Database of enterprises registered in Russia: https://www.list-org.com/
11.5   Database of enterprises registered in Finland: https://www.hitta.se/
11.6   Database of enterprises registered in Denmark: https://datacvr.virk.dk/
11.7   Data of US enterprises: https://www.marketscreener.com/
0.  Data of German enterprises: https://www.bundesanzeiger.de/pub/de
0. [bookmark: _Toc461907475][bookmark: _Toc66554047] European Business Register: https://www.lursoft.lv/lv/eiropas-biznesa-registrs;
0. [bookmark: _Toc461907476][bookmark: _Toc66554048] State Revenue Service database;
0. [bookmark: _Toc66554049] For quoted stock companies: https://www.nasdaqbaltic.com/market/;
[bookmark: _Toc215477948]Action if an Undertaking Has not Correctly Determined Its Enterprise Status
[bookmark: _Toc461907479][bookmark: _Toc66554052]If it is established that an undertaking has not correctly determined its SME status, the undertaking will not be granted aid or will be requested to provide the information necessary for the aid to be granted, e.g. updates to the aid intensity according to the undertaking's determined status (applies to large enterprises);
[bookmark: _Toc461907480][bookmark: _Toc66554053]If, after checking the SME status, it is established that an undertaking has incorrectly stated its status (e.g. it does not qualify as a small enterprise but is a medium-sized enterprise), the undertaking must resubmit a declaration in accordance with the Cabinet Regulation of 16 December 2014 No 776 "Procedure for Commercial Undertakings to Declare their Compliance with the Status of a Small and Medium-Sized Commercial Undertaking", Annex 1 and, if applicable, Annex 2, and to correct the aid intensity according to the category of undertaking determined;
[bookmark: _Toc461907481][bookmark: _Toc66554054]If the information found in relation to the verification of the data in the SME declaration does not affect the aid intensity, no update of the SME declaration is requested;
In case of breach of the conditions based on Commission Regulation No 651/2014, including  incorrectly assessing the SME category and granting greater aid amount than applicable, the beneficiary is obliged to reimburse to the provider all unlawful operating aid received in the framework of the project, together with interest on the funds which are free from operating aid in accordance with Chapter IV or V of the Law on Control of Aid for Commercial Activity. 
[bookmark: _Toc461907482][bookmark: _Toc66554057][bookmark: _Toc66555067][bookmark: _Toc215477949][bookmark: _Toc457499012]
Part B

Determining the Status of an Undertaking in Difficulty (UID)
under the terms of Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain categories of aid compatible with the internal market in application of Articles 107 and 108 of the Treaty and the Communication from the Commission "Guidelines on State aid for rescuing and restructuring non-financial undertakings in difficulty"[footnoteRef:50] [50:  OJ C 249, 31.7.2014, p. 1.] 

[bookmark: _Toc461907483][bookmark: _Toc456531778]
[bookmark: _Toc66554058][bookmark: _Toc215477950]Undertaking and UID Status

[bookmark: _Toc461907484][bookmark: _Toc66554059]An undertaking is any entity engaged in an economic activity, irrespective of the legal form of the entity and whether the entity is set up to generate profit or is a non-profit entity.[footnoteRef:51] This includes in particular self-employed persons and family businesses engaged in craft or other activities, as well as partnerships (both general and limited) and associations regularly engaged in an economic activity.[footnoteRef:52]  [51:  Commission Notice on the notion of State aid as referred to in Article 107(1) of the Treaty on the Functioning of the European Union (2016/C 262/01), Para 7, 8 and 9.]  [52:  Commission Regulation No 651/2014, Annex I, Article 1.] 


For example, associations, scientific institutions, self-employed persons, state/municipal enterprises, etc. are also considered to be undertakings, which are considered to be economic operators.

[bookmark: _Toc66554060][bookmark: _Toc461907485]An undertaking may be several separate legal entities forming one economic unit.[footnoteRef:53] One economic unit is characterised by the ability to independently determine the policy which it intends to adopt on the common market, including the persons and undertakings to which it makes offers or sells.[footnoteRef:54] [53:  Commission Notice on the notion of State aid as referred to in Article 107(1) of the Treaty on the Functioning of the European Union (2016/C 262/01), Para 11.]  [54:  Judgment of the Court of 16 December 1975. Coöperatieve Vereniging "Suiker Unie" UA and others v Commission of the European Communities. Joined cases 40 to 48, 50, 54 to 56, 111, 113 and 114-73, ECLI:EU:C:1975:174, Para 173.] 

[bookmark: OLE_LINK2][bookmark: _Toc66554061]The determination of whether an undertaking is in difficulty shall be made on the date of submission of the project application and on the date of the decision approving the project application or, on the date of adoption of the opinion on compliance with the conditions, if a decision was adopted on approval of the project application with conditions, unless otherwise specified in the aid scheme. If the UID status of an undertaking is to be determined during the project implementation period, it shall be determined as of the date of submission of the undertaking's application to the CFCA and the date of granting of the State aid. 
[bookmark: _Toc461907486][bookmark: _Toc66554062]When assessing the features of an undertaking in difficulty, it is necessary to obtain information on the applicant for aid and its linked enterprises. Data from partner enterprises are not taken into account[footnoteRef:55]. [55:  E-State Aid Wiki, Art.2(18) - definition undertaking, group, partner undertaking, annex I 23.03.2018.] 


! UID criteria are checked both for the undertaking individually and for all linked enterprises (the whole group).

[bookmark: _Toc461907487][bookmark: _Toc66554063][bookmark: _Toc215477951]Definition of an Undertaking in Difficulty

[bookmark: _Toc461907488][bookmark: _Toc66554064]UID is hereinafter defined in accordance with Article 2(18) of Commission Regulation No 651/2014.[footnoteRef:56] UID is an undertaking that has at least one of the following features: [56:  An undertaking in difficulty is also defined in the Communication from the Commission Guidelines on State aid for rescuing and restructuring non-financial undertakings in difficulty (2014/C 249/01). The definition in the Communication from the Commission should only be used in certain cases, for example where aid is granted under the Commission`s Communication  Framework for State aid for research and development and innovation (2022/C 414/01) or where aid is granted to rescue and restructure undertakings in difficulty, including in the agricultural sector, in accordance with the European Union Guidelines for State aid in the agricultural and forestry sectors and in rural areas 2014 to 2020 (2014/C 204/01).] 

[bookmark: _Toc461907489][bookmark: _Toc66554065]In the case of a capital company (including a joint-stock company and a limited liability company), where more than half of its subscribed share capital (including share premium) has disappeared as a result of accumulated losses. This is the case when deduction of accumulated losses from reserves (and all other elements generally considered as part of the own funds of the company) leads to a negative cumulative amount that exceeds half of the subscribed share capital (including share premium).
[bookmark: _Toc461907490][bookmark: _Toc66554066]In the case of a company where at least some members have unlimited liability for the debt of the company (including general partnerships, limited partnerships), where more than half of its capital as shown in the company accounts has disappeared as a result of accumulated losses.
[bookmark: _Toc461907491]Verification of the conditions of Sub-sections 14.1.1 and 14.1.2:

, where

	[bookmark: _Toc461907492]X
	[bookmark: _Toc461907493]loss[footnoteRef:57] ratio [57:  For the purposes of Article 2(18)(a) and (b) of Commission Regulation No 651/2014, accumulated losses include losses for prior periods and the reference period, e-State Aid Wiki, Art. 2 (18) (a)(b)- Undertaking in difficulty - accumulated losses and capital, 2017.08.10.] 

	[bookmark: _Toc461907494]If X ≥ -0.5, the undertaking is not an undertaking in difficulty
[bookmark: _Toc461907495]If X < -0.5, the undertaking is an undertaking in difficulty

	[bookmark: _Toc461907496]PZ1
	[bookmark: _Toc461907497]retained profit or losses from prior periods after the last closed annual financial account
	[bookmark: _Toc461907498]Balance sheet item Equity capital - retained profit or non-covered losses from previous years

	[bookmark: _Toc461907499]PZ0
	[bookmark: _Toc461907500]retained profit or losses from the accounting period after the last closed annual financial account
	[bookmark: _Toc461907501]Balance sheet item Equity capital - profit or losses for the accounting year

	[bookmark: _Toc461907502]R:
	[bookmark: _Toc461907503]Reserves 
	[bookmark: _Toc461907504]Balance sheet Equity capital items Long-term investment revaluation reserve, fair value reserve of financial instruments and reserve amount

	[bookmark: _Toc461907505]PK
	[bookmark: _Toc461907506]subscribed capital (share capital and share premium or equivalent) after the last closed annual financial account
	[bookmark: _Toc461907507]Balance sheet item Equity capital - share capital and share premium



[bookmark: _Toc461907508][bookmark: _Toc66554067]The undertaking has been declared insolvent by a court judgment, is the subject of judicial protection proceedings or out-of-court judicial protection proceedings by a court decision, has had its economic activities wound up, or meets the criteria laid down in laws and regulations for being subject to insolvency proceedings at the request of its creditors.
[bookmark: _Toc461907509][bookmark: _Toc66554068]This criterion shall be checked in the Insolvency Register, insolvency registers of other countries or on the basis of information available elsewhere on the features of insolvency proceedings of a legal person within the meaning of Article 57 of the Insolvency Law. An undertaking is considered to be in difficulty as soon as the beneficiary of the aid meets one of the features of insolvency proceedings of a legal person, whether or not information on the undertaking is available in the Insolvency Register.
[bookmark: _Toc461907510][bookmark: _Toc66554069]As there is no publicly available verifiable information on whether an undertaking meets the criteria laid down in its national laws and regulations to be subject to insolvency proceedings at the request of its creditors, it shall be requested to provide the relevant declaration to verify this condition (Annex 3 to the information material).
[bookmark: _Toc461907511][bookmark: _Toc66554070]The undertaking has received rescue aid and has not yet reimbursed the loan or terminated the guarantee or has received restructuring aid and is still subject to a restructuring plan. This criterion shall be checked also for the group of undertakings.
 
[bookmark: _Toc461907512]In order to verify whether an undertaking has received rescue or restructuring aid under the Guidelines on State aid for rescuing and restructuring UIDs[footnoteRef:58], the name of the undertaking and the duration of the rescue or restructuring aid shall be verified by the following steps: [58:  Communication from the Commission regarding the Guidelines on State aid for rescuing and restructuring UIDs 2004/C 244/02 and 2014/C 249/01] 

· [bookmark: _Toc461907513]requesting a declaration from the undertaking
· [bookmark: _Toc461907514]using the State Aid Advanced Search[footnoteRef:59] option of the State Aid Search Tool and by consulting the Commission's decision on the undertaking in question[footnoteRef:60]. [59:  In the advanced search, tick two search features: under Member State, tick Latvia, and under EU Secondary legal basis, hold down the Ctrl key with the mouse and tick three options: Crisis-Financial sector – Banking Communication, 2013, Rescue and restructuring-Rescue and Restructuring Guidelines, 2004-2012 and Rescue and restructuring-Rescue and Restructuring Guidelines, 2014-2020.]  [60:  Search keywords in the Commission's decision the end of the restructuring period, the restructuring plan, etc.] 


[bookmark: _Toc461907515][bookmark: _Toc66554071]for a large enterprise, in addition to the above features, for the last two years (if both of the following conditions are met in the last financial years concluded):
[bookmark: _Toc461907516][bookmark: _Toc66554072]first condition: the undertaking's book debt to equity ratio has been greater than 7.5.[footnoteRef:61] [61:  Commission Regulation No 651/2014, Article 2(18)(e)(1).] 


The ratio shall be checked for each of the last two years separately:

, where
	[bookmark: _Toc461907517]X
	[bookmark: _Toc461907518]the book debt to equity ratio
[bookmark: _Toc461907519]If 0 ≤ X ≤ 7.5, the undertaking is not an undertaking in difficulty
[bookmark: _Toc461907520]If X < 0 or X > 7.5, the undertaking is an undertaking in difficulty

	[bookmark: _Toc461907521]creditors
	[bookmark: _Toc461907522]Balance sheet Liabilities item "TOTAL creditors"

	[bookmark: _Toc461907523]equity
	[bookmark: _Toc461907524]Balance sheet Liabilities item "TOTAL equity".



[bookmark: _Toc461907525][bookmark: _Toc66554073]second condition: the undertaking's EBITDA interest coverage ratio has been below 1.0.[footnoteRef:62] [62:  Commission Regulation No 651/2014, Article 2(18)(e)(2).] 


The undertaking's interest coverage ratio shall be checked for each of the last two years separately:

If the calculation is based on the undertaking's data according to a profit and loss account scheme classified according to the function of expenses, EBITDA shall be calculated according to the formula:

EBITDA = gross profit or loss - cost of sales - administrative expenses + other operating income - other operating expenses + depreciation

[bookmark: _Toc461907526]and

, where
	[bookmark: _Toc461907527]X
	[bookmark: _Toc461907528]Interest coverage ratio to EBITDA

	[bookmark: _Toc461907529]EBITDA
	[bookmark: _Toc461907530]Earnings before interest, tax, depreciation and amortization

	[bookmark: _Toc461907531]Gross profit or loss
	[bookmark: _Toc461907532]PZA* item 3 or PZA** (item 1 + item 2 - item 5 - item 6 - item 7)

	[bookmark: _Toc461907533]Cost of sales
	[bookmark: _Toc461907534]PZA* item 4

	[bookmark: _Toc461907535]Administrative expenses
	[bookmark: _Toc461907536]PZA* item 5

	[bookmark: _Toc461907537]Other operating income
	[bookmark: _Toc461907538]PZA* item 6 or PZA** item 4

	[bookmark: _Toc461907539]Other operating expenses
	[bookmark: _Toc461907540]PZA* item 7 or PZA** item 8

	[bookmark: _Toc461907541]Depreciation, including:
	[bookmark: _Toc461907542]Depreciation of intangible investments + Depreciation of cost of production of products sold + Depreciation of cost of sales + Depreciation of administrative expenses

	[bookmark: _Toc461907543]Depreciation of intangible investments
	[bookmark: _Toc461907544]Annex to the annual statement or item 1(b) of NPP*

	[bookmark: _Toc461907545]Depreciation of cost of production of products sold
	[bookmark: _Toc461907546]Annex to the annual statement or item 1(a) of NPP*

	[bookmark: _Toc461907547]Depreciation of cost of sales
	[bookmark: _Toc461907548]Annex to the annual account or item 1(a) of NPP*

	[bookmark: _Toc461907549]Depreciation of administrative expenses
	[bookmark: _Toc461907550]Annex to the annual account or item 1(a) of NPP*

	[bookmark: _Toc461907551]Interest payments and similar costs
	[bookmark: _Toc461907552]PZA* item 12 or PZA** item 13


PZA* - Profit or loss account scheme (classified according to the function of expenses)
PZA** - Profit or loss account scheme (classified according to the type of expenses)
NPP* - Cash flow prepared using the indirect method (the amount of depreciation of fixed assets is shown only on one of the optional lines)
In order to establish compliance with this criterion, both indicators have to be met in the last two financial years concluded.

[bookmark: _Toc461907553][bookmark: _Toc66554074]If the micro, small or medium-sized enterprise is autonomous and has been in existence for less than three years, only the insolvency criterion in Sub-section 14.1.3 and the rescue aid criterion in Sub-section 14.1.4 of this information material shall be verified to determine whether it is not an undertaking in difficulty.[footnoteRef:63] If the undertaking in question (the applicant for aid), which has been in existence for less than three years, is part of a group of linked enterprises, then the UID features shall be assessed according to the procedure described in this information material, including the data of the undertaking which has been in existence for less than three years in the UID calculation. The three-year period of existence shall be counted until the aid is granted. [63:  Commission Regulation No 651/2014, Article 2(18)(a).] 

For example, if an autonomous enterprise is registered on 17 July 2013 and the decision to grant aid is taken on 25 July 2016, the enterprise must be assessed on all the features of a UID.
For example, an autonomous enterprise was registered in 2008 and its financial accounts show that it had no economic activity until 2015. In 2015, the enterprise made its first commercial sale. If the decision to grant aid is taken in 2016, the enterprise must be assessed on all the features of a UID, since it has been in existence for more than three years, even though it has not carried out any economic activity for a long time.[footnoteRef:64] [64:  e-State Aid Wiki, Art. 2(18) - Undertaking in difficulty that is an SME, 2016.11.08.] 

For example, if at least one of the undertakings in a group of linked enterprises has been in existence for more than three years, the group of undertakings, including the data of the newly established undertakings, must be assessed on all the features of a UID according to the criteria mentioned in Sub-sections 14.1.1 to 14.1.4 of this information material.[footnoteRef:65] [65:  e-State Aid Wiki, Art. 2 (18) "Undertaking in difficulty and economic entity" - Link between exemption clause and economic entity, 2017.01.09.] 


[bookmark: _Toc461907554][bookmark: _Toc66554075][bookmark: _Toc456531779](Applicable to “Altum” (Latvia) only) In the case of a micro, small or medium-sized enterprise, only the insolvency criterion referred to in Sub-section 14.1.3 of this information material shall be checked to determine whether the enterprise is not an undertaking in difficulty if, SME that has been active in its market less than 10 years or within 7 years of the first commercial sale of the enterprise, the selected financial intermediary has carried out due diligence on the enterprise and concluded that the enterprise qualifies for risk finance investments.[footnoteRef:66] [66:  Commission Regulation No 651/2014, Article 2(18)(a).] 



[bookmark: _Toc461907555][bookmark: _Toc66554076][bookmark: _Toc215477952]Determining an Undertaking in Difficulty

[bookmark: _Toc461907556][bookmark: _Toc66554077]The status of the undertaking shall be determined (SME or large enterprise).
[bookmark: _Toc461907557][bookmark: _Toc66554078]Features of a UID shall be assessed according to its size - SME status or large enterprise - in accordance with the eligibility conditions set out in the previous Section of this information material.
[bookmark: _Toc461907558][bookmark: _Toc66554079]When assessing the features of a UID, the data of the applicant for aid and all its linked enterprises shall be taken into account (partner enterprises shall not be included).
[bookmark: _Toc461907559][bookmark: _Toc66554080]For the undertakings that do not prepare annual statements in accordance with the procedure set out in the Law on Annual Statements and Consolidated Annual Statements, but instead follow other regulatory enactments applicable to their legal form — for example, associations and scientific institutions — the data available in the respective reports shall be used for evaluation of a UID indicators.
[bookmark: _Toc66554081]The assessment of the features of a UID shall be made on the date of submission of the project application and on the date of the decision approving the project application or, on the date of adoption of the opinion on compliance with the conditions, if a decision was adopted on approval of the project application with conditions. If the UID status of an undertaking is to be determined during the project implementation period (for situations where a company that is planned to receive State aid is added to the project during its implementation), it shall be determined as of the date of granting of the State aid.
[bookmark: _Toc66554082]Assessing the UID indicators for the applicant, the grantor of aid shall base its decision on the information attached to the project application as of the date of submission of the project application and on reliable data publicly available[footnoteRef:67] on the applicant and its linked enterprises (if applicable), including: [67:  Information from the Register of Enterprises and information available from re-users. ] 

1) shareholders;
2) financial situation:
a) the last annual statement[footnoteRef:68] submitted in accordance with the requirements of the laws and regulations and, accordingly, the timeliness of the submission of the statement shall be assessed in the context of the deadlines for submission of documents as defined in this Section; [68:  According to the Law on Annual Statements, the annual statement referred to in Article 97(1) shall be submitted not later than one month after approval of the annual statement and not later than four months after the end of the accounting year. A medium-sized enterprise, a large enterprise and the parent company of a group which prepares a consolidated annual report shall, not later than seven months after the end of the accounting year, submit to the State Revenue Service in a printed form or a derivative of the annual statement (financial statement and management report) and consolidated annual statement (if any) prepared electronically in an electronic form - electronic copy in the Electronic Declaration System together with an explanation (in electronic form) as to when the annual statement and consolidated annual statement (if any) have been approved at the meeting of shareholders.] 

b) an operational interim report not "older" than one month as of the date of submission of the project application, audited by a sworn auditor and submitted together with the project application. An operational report must also be attached in the event of a significant change in the situation of the project applicant and its linked enterprises (if applicable), e.g. as of the date of submission of the project application 21.05.2019, the project applicant, according to the information available in the Annual Statement 2018, meets the criteria of being a UID - at least one of the circumstances referred to in Article 2(18) of Commission Regulation No 651/2014, however, in the period between the end of 2018 and the date of submission of the project application, the financial situation has significantly improved, eliminating the features of a UID, in order to demonstrate these facts, the project applicant must submit with the project application an operational interim report of the project applicant and of the linked enterprises (if applicable) for the interim period, audited by a sworn auditor and not "older" than one month as of the date of submission of the project application.
3) information on the equity capital increase, which shall be assessed together with the operational interim report, audited by a sworn auditor. 
If any of the linked companies of applicant for aid is a foreign company, when assessing the GNU criteria for the group of linked companies, publicly available information is checked. If the foreign linked company has breached the deadline of the submission of the annual report, that should be taken into evaluation, especially for situations where financial information is necessary for determining the GNU features. 
For example, the website of the Estonian Commercial Register (www.ariregister.rik.ee) provides information about linked companies in Estonia, including whether an Estonian company has or has not breached the deadline of the submission of annual report.



[bookmark: _Toc461907560][bookmark: _Toc66554083]If the applicant for aid is autonomous (i.e. there are no linked enterprises), then only the data of the specific undertaking shall be taken into account in the UID assessment. Aid shall not be granted to autonomous undertakings whose data show that the undertaking is in difficulty.
[bookmark: _Toc461907561][bookmark: _Toc66554084]If the applicant for aid has linked enterprises and if the consolidated accounts of the group of undertakings of which the applicant for aid is a member are available, the consolidated accounts shall be taken into account for the assessment of the UID features. At the same time, an assessment of the UID features of the applicant for aid itself shall be carried out. The following situations may arise:
[bookmark: _Toc461907562][bookmark: _Toc66554085]If neither the group of undertakings, according to its consolidated accounts, nor the applicant for aid, according to the individual data of the undertaking, has UID features, aid shall be granted.
[bookmark: _Toc461907563][bookmark: _Toc66554086]If the group of undertakings, according to its consolidated accounts, meets the UID status, but the applicant for aid, according to the individual data of the undertaking, does not have UID features, aid shall not be granted.
[bookmark: _Toc66554087]If the group of undertakings, according to its consolidated accounts, does not have UID features, but the applicant for aid, according to the individual data of the undertaking, has UID features, aid shall not be granted.
[bookmark: _Toc66554088][bookmark: _Toc461907564]If the applicant for aid, assessed individually, meets the features of a UID and the group of undertakings, according to its consolidated accounts, also meets the features of a UID, aid shall not be granted. 

For example, no aid shall be granted if insolvency proceedings have been declared for the applicant, if a legal protection process is being implemented by court judgment, or if an out-of-court legal protection process is being implemented by court decision, or if the applicant meets the criteria set out in regulatory enactments for insolvency proceedings to be initiated against it at the request of creditors, as in this case it is evident that the group of undertakings does not consider that the applicant for aid is necessary for the future activities of the group of undertakings.[footnoteRef:69] [69:  e-State Aid Wiki, Art. 2(18) - Undertaking in difficulty that is not an SME, 2016.10.31.] 


[bookmark: _Toc461907585][bookmark: _Toc66554089]If at the moment of assessing the UID features, the aid applicant has consolidated accounts and if the composition of the group has changed and the consolidated annual report does not include the current financial data of the linked companies, the aid applicant  shall use one of the options listed below for assessing the UID indicators:

15.9.1. adding or subtracting the individual report data from the consolidated report data of companies that have either joined or left the group;
15.9.2. submission of interim financial statements for the current group, audited by a sworn auditor;
15.9.3. assessment of the impact of changes in the linked company group on the group’s overall financial data. To assess the impact of the changes, it must be ensured that in the consolidated annual report or its annexes the proportion of each company’s financial data in the total features can be identified, or that individual financial data of linked natural persons—such as Equity, Total Assets, Net Turnover—can be identified. Changes are considered major if the individual financial features account for more than 2% of the total linked company group’s (including the data of the applicant for aid) Net Turnover, at least 2% (or more) of Total Assets, and at least 2% (or more) of Equity. All three features must be met for the impact of the changes on the group to be considered major, in which case the consolidated report data cannot be used. If the changes are not major, the consolidated report data may be used without the financial data of those linked companies whose impact is not major.
15.9.4. Assessment by the aggregation of individual report data of all linked companies in the group;
15.9.5. Sworn auditor’s report confirming that linked companies which are not included in the consolidated report and for which no individual annual reports have been submitted have no major impact on the group’s financial position and cannot create UID features at the group level, then the annual reports of those specific linked companies are not required and are not included in the group’s UID indicator assessment.

If the applicant for aid has linked enterprises and if the consolidated accounts of the group of undertakings to which the applicant for aid belongs are not available, the aggregated data[footnoteRef:70], obtained by adding up the figures for each linked enterprise in the most recently closed annual statement for the purpose of assessing the UID features, shall be used to assess the UID features. The following situations may arise: [70:  e-State Aid Wiki, Art 1(4)(c) Undertakings in difficulty, 2017.05.02.] 


[bookmark: _Toc461907586][bookmark: _Toc66554090]If, on the basis of aggregated data, it is calculated that the group of linked enterprises does not have UID features and the applicant for aid does not have UID features on the basis of its individual data, aid shall be granted even in cases where, on an individual basis, one or more undertakings in the group (other than the applicant for aid but its linked enterprises) have UID features, because the aggregated data for the group of undertakings as a whole are taken into account.
[bookmark: _Toc66554091][bookmark: _Toc461907587][bookmark: _Hlk32567323]If, on the basis of aggregated data, it is calculated that the group of linked enterprises has UID features, but the applicant for aid does not have UID features on the basis of its individual data, aid shall not be granted. 
[bookmark: _Toc461907588][bookmark: _Toc66554092]If, on the basis of aggregated data, it is calculated that the group of linked enterprises does not have UID features, but the applicant for aid, individually assessed, meets the UID features, aid shall not be granted. If the applicant for aid, individually assessed, meets the UID features and, on the basis of aggregated data, the group of linked enterprises also meets the UID features, aid shall not be granted.
[bookmark: _Toc461907589][bookmark: _Toc66554093]If the undertakings are linked through natural persons, the data required for the UID determination shall be aggregated for the linked enterprises, the applicant's data and the legal, financial and administrative relationship with the linked enterprises shall be assessed.[footnoteRef:71] The following situations may arise: [71:  e-State Aid Wiki, Art. 2(18) - Undertaking in difficulty that is an SME, 2016.11.08.] 


[bookmark: _Toc461907590][bookmark: _Toc66554094]If, on the basis of aggregated data, it is calculated that the group of linked enterprises does not have UID features and the applicant for aid does not have UID features on the basis of its individual data, aid shall be granted;
[bookmark: _Toc461907591][bookmark: _Toc66554095]If the applicant for aid is not in difficulty on an individual basis, but the aggregation of data with the linked enterprises shows that the linked enterprises have UID features, aid shall not be granted in such cases;
[bookmark: _Toc461907592][bookmark: _Toc66554096]If the applicant for aid is in difficulty on an individual basis, but the aggregation of data with undertakings linked through natural persons shows that the set of undertakings linked through natural persons does not have UID features, aid shall not be granted in such cases.
[bookmark: _Toc66554097]If the applicant for aid is in difficulty on an individual basis and the aggregation of data with linked enterprises shows that the linked enterprises have UID features, aid shall not be granted in such cases.

When assessing the eligibility of a municipality or a municipal authority to the criterion, it shall be verified whether the applicant for aid is not in the process of financial stabilisation by checking the Ministry of Finance's website www.fm.gov.lv in the section "Municipal Financial Supervision" - Financial Stabilization Process.


Table 4 

	Example No
	Applicant for aid
	Group of enterprises linked to the applicant for aid
	Conclusion

	1
	is not UID
	is not UID
	Aid is granted

	2
	is not UID
	is UID
	Aid not granted

	3
	is UID
	is not UID
	Aid not granted 

	4
	is UID
	is UID
	Aid not granted



! If any of the undertakings (except FS) in a group of enterprises has UID status, but the group as a whole does not have UID status, aid shall be granted.

! If it is established that there is an insolvent undertaking in a group of linked enterprises, this may not affect the applicant's eligibility for business aid only if it is shown that: 
(1) the insolvency of the linked enterprise does not affect the financial position of the group of linked enterprises as a whole in such a way that it qualifies as a group in difficulty and 
(2) the insolvent linked enterprise does not benefit in any way from the business aid received[footnoteRef:72], a Declaration of Compliance is required to be submitted. [72:   e-State Aid Wiki , Annex I, Article 2(18) point c- undertaking in difficulty, insolvency, group level, 2021.05.31] 



[bookmark: _Toc461907597][bookmark: _Toc66554143][bookmark: _Toc66555069]15.12. If the conditions for granting state aid arising from Commission Regulation No. 651/2014 are violated, including cases where aid is granted to a company that has UID features, the beneficiary is obliged to reimburse to the aid grantor all unlawful aid received in the framework of the project, together with interest on the funds which are free from state aid in accordance with Chapter IV or V of the Law on Control of Aid for Commercial Activity.

[bookmark: _Toc215477953]

Part C 

Determining a Single Undertaking 
In conformity with Commission Regulation (EU) 2023/2831 of 13 December 2023 on the application of Articles 107 and 108 of the Treaty on the Functioning of the European Union to de minimis aid[footnoteRef:73]  [73:   COMMISSION REGULATION (EU) 2023/2831 on the application of Articles 107 and 108 of the Treaty on the Functioning of the European Union to de minimis aid (13 December 2023), available electronically: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=OJ:L_202302831] 

[bookmark: _Toc215477954]Definition of a Single Undertaking (hereinafter - SU)
SU is defined in accordance with Article 2(2) of Commission Regulation 2023/2831 on the application of Articles 107 and 108 of the Treaty on the Functioning of the European Union to de minimis aid[footnoteRef:74]. SU includes all enterprises having at least one of the following relationships with each other: [74:  The concept of "single undertaking" is similarly interpreted for de minimis aid granted in application of the Commission Regulation  No 1408/2013  (18 December 2013) on the application of Articles 107 and 108 of the Treaty on the Functioning of the European Union to de minimis aid in the agriculture sector and Commission Regulation No 717/2014 (27 June 2014) on the application of Articles 107 and 108 of the Treaty on the Functioning of the European Union to de minimis aid in the fishery and aquaculture sector.] 

one enterprise has a majority of the shareholders' or members' voting rights in another enterprise;
one enterprise has the right to appoint or remove a majority of the members of the administrative, management or supervisory body of another enterprise;
one enterprise has the right to exercise a dominant influence over another enterprise pursuant to a contract entered into with that enterprise or pursuant to a provision in its memorandum or articles of association;
one enterprise, which is a shareholder in or member of another enterprise, controls alone, pursuant to an agreement with other shareholders in or members of that enterprise, a majority of shareholders' or members' voting rights in that enterprise.
Enterprises having any of the relationships referred to in Sub-sections 16.1.1 to 16.1.4 through one or more other enterprises shall also be considered to be a single undertaking.
SU must be determined in order to respect the maximum aid ceiling set by the de minimis rules. For practical and administrative reasons, only undertakings located in the Member State in question are included in the SU, and the requirement to verify de minimis aid received is only binding in the territory of the Member State in question[footnoteRef:75]. [75:  e-State Aid Wiki, Article 3(2), Single undertaking, de minimis limit per member state, 2016.11.16] 


Example: Foreign enterprise A owns 100% of the capital shares[footnoteRef:76] in enterprises B and C located in Latvia. SU will be formed by enterprises B and C[footnoteRef:77].   [76:  In the following, the word "capital shares" shall be understood to include other possible forms of capital assets, including stakes;]  [77:  In the above situation where the foreign enterprise owns two other enterprises operating in Latvia and these two enterprises form a SU, when completing the Form on the information to be provided for the accounting and granting of de minimis aid in the de minimis aid accounting system of the Ministry of Finance, the applicant for aid must indicate in the remarks section that the link is formed through the foreign enterprise A. ] 

[bookmark: _Toc215477955]Undertaking and SU
An undertaking is any entity engaged in an economic activity, irrespective of the legal form of the entity and whether the entity is set up to generate profit or is a non-profit entity.[footnoteRef:78] Article 1(2)(10) of the Law on Control of Aid for Commercial Activity defines the term "commercial company", i.e. a commercial company in the context of aid for commercial activity is a natural person, a legal person, or an association of such persons which performs or is preparing to perform commercial activity regardless of the type of ownership and type of activity thereof. [78:  Commission Notice on the notion of State aid as referred to in Article 107(1) of the Treaty on the Functioning of the European Union (2016/C 262/01), Para 7, 8 and 9.] 


For example, associations, scientific institutions, self-employed persons, state/municipal enterprises, religious organizations and other entities, which carry out economic activity, are also considered to be undertakings.
link between the undertakings to be included in the SU takes place through other enterprises - legal persons between which the relationships defined in Sub-section 16.1 of this methodology are most often formed. In such situations, the principles for determining an SU are similar to those for determining linked enterprises under Article 3(3) of Annex I to Commission Regulation (EU) No 651/2014. Additional information on linked enterprises is available in Part A, Section 8 of this information material; 
[bookmark: _Hlk96074739]in determining an SU, account must also be taken of the link through a natural person (group of natural persons) in the case where a natural person is engaged in an economic activity at the time the aid is granted. A natural person is considered to be engaged in an economic activity if he/she owns shares in an enterprise and exercises control, directly or indirectly, over its management[footnoteRef:79]. Management in an enterprise by a natural person is both through a majority of capital shares, for example by being able to appoint the board of directors, and by acting in the management bodies of the enterprise[footnoteRef:80]. In a situation where a natural person only owns shares in an enterprise (including a majority), but there is a specific agreement prohibiting that natural person from participating in the management of the enterprise and none of the other relationships in Article 2(2) of Commission Regulation (EU) No 2023/2831 exist, that natural person is not engaged in an economic activity and cannot form an SU. Thus, if a natural person (a group of natural persons) owns a majority or at least 50% of the capital shares of two enterprises and exercises control by directly or indirectly influencing the management of those enterprises, he/she is deemed to participate in the economic activity of the enterprise, and both enterprises, as well as the natural person engaged in an economic activity - are to be included in the SU. Also, if a natural person owns a majority or at least 50% of the capital shares in an enterprise and exercises control by directly or indirectly influencing the management of that enterprise, he/she is deemed to participate in the economic activity of the enterprise, and the SU is formed by the natural person engaged in an economic activity and the enterprise. At the same time, there may be cases where a natural person does not have a direct link to the enterprise through the feature set out in Sub-section 16.1, but, for example, together with the capital shares he/she owns, he/she has a contractual relationship or, by virtue of a clause in its memorandum or articles of association, has the right to exercise a dominant influence over the enterprise.  [79:  e-State Aid Wiki, Article 2 (2) Reg.1407_2013 - Single undertaking, natural person, 2019.04.23]  [80:  e-State Aid Wiki, Art.2(2)-concept of single undertaking - natural persons, 2020.03.13] 


Example 1: A natural person engaged in an economic activity owns 100% of enterprises A and B and 39% of enterprise C. There is no contractual relationship with another undertaking to exercise dominant influence and no specific agreement that a shareholder of the other undertaking can exercise sole control over those enterprises, nor does the other undertaking have the right to appoint or dismiss a majority of the members of the administrative, management or supervisory bodies of the respective enterprises. Therefore, the SU consists of enterprises A and B as well as the natural person him-/herself, while enterprise C should not be included in the SU as none of the relationships in Article 2(2) of Commission Regulation (EU) No 2023/2831 exist.[footnoteRef:81]  [81:  e-State Aid Wiki, Article 2, paragraph 2, Single undertaking, natural person, partner undertaking, 2020.12.18] 

Example 2: 3 natural persons own enterprises A and B, where in enterprise A each has a 33.33% shareholding and all serve on the board of enterprise A, and in enterprise B each natural person in the group has a 24.5% shareholding and only one of the natural persons serves on the board. The SU should include both enterprises and all three natural persons, as all natural persons are engaged in an economic activity because they own capital shares and exercise control over both enterprises through a group of natural persons. Please see the example chart - Fig. 5.
Figure 5. SU Group Chart
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! If participation is through a group of natural persons, each case of a natural person (links to enterprises) shall be assessed separately.

Example 3: If two natural persons each own 50% of the capital shares of enterprise A and there is no specific agreement to exercise control over enterprise A, this means that both of them participate in the management of the enterprise and accordingly are engaged in an economic activity as undertakings. 

where the determination of an SU relates to public or municipal undertakings, it should be noted that where a public body (public authority or municipality) owns enterprises which have no relationship with each other except for the fact that each of them has a direct link to the same public body or bodies, they are not treated as being linked to each other and do not form an SU[footnoteRef:82].  [82:  See Commission Regulations  No 2023/2831 on the application of Articles 107 and 108 of the Treaty on the Functioning of the European Union to de minimis aid, Consideration 45 of the Preamble ] 

In assessing whether, in a given case, an SU is formed between the public body itself and its enterprise, the following considerations shall be analysed:
- whether the public body is only carrying out its delegated national functions;
- whether it is itself engaged in economic activity apart from its own state-delegated functions;
- if an economic activity is carried out, to what extent, and whether the financial flow of this economic activity is accounted for separately from other flows.

! On the basis of the above considerations, it is necessary to analyse each specific situation and assess accordingly whether, in a given case, the public body is included in the SU together with its enterprise, or whether the public body does not form a SU with its enterprise and each is entitled to the de minimis ceiling.[footnoteRef:83]   [83:  e-State Aid Wiki, Article 2 (2) – single undertaking in case of public ownership, 2021.09.17] 


Example: A municipality which does not carry out an economic activity, or carries out an economic activity to a small extent with an accounting separation of the economic activity flows, owns 100% of the municipal enterprise A, the municipal hospital B and the municipal public transport enterprise C. In this situation, each of the municipal enterprises A, B and C forms its own SU and can qualify for up to the maximum amount under the current de minimis rules.
In determining whether a society/association/cooperative forms a SU with an enterprise, the society/association/cooperative itself being an applicant for aid, or the enterprise with a link to the society/association/cooperative being an applicant for aid, it is necessary to assess:
whether the association/society/cooperative forms an SU with an enterprise to be included in the SU, i.e. whether it has any of the relationships set out in Article 2(2) of Commission Regulation No 2023/2831, such as whether the society has a majority of capital shares or voting rights in the enterprise to be included in the SU;
it is also necessary to assess the relationship between the owners/members of the association/society/cooperative in question and other enterprises according to the features set out in the definition of an SU.[footnoteRef:84] For example, given that the highest decision-making body in an association is the members' meeting,[footnoteRef:85] it is necessary to obtain information on the number of members and then assess whether it is possible to form an SU with other enterprises, as in most cases the number of members is high (more than two) and as a result none of them individually has a dominant influence and ability to form an SU through the members of the association. [84:  e-State Aid Wiki, Article 2 (2) Reg.1407_2013 - Single undertaking, associations, partnerships, natural person, 2019.04.23]  [85:  Article 34(1) of the Associations and Foundations Law] 

In cases where an institutional investor (e.g. regional development funds, pension funds) or a venture capital company is a member of an enterprise, the enterprise (applicant for aid) shall be considered to be an SU with the relevant institutional investor if any of the features mentioned in the definition of an SU are fulfilled[footnoteRef:86]. [86:  e-State Aid Wiki, Article 2 (2) Reg.1407_2013 - Single undertaking, institutional investors, venture capital companies, investment funds, 2019.04.23] 


Example: Institutional investment enterprise A owns 51% of the capital shares in enterprise B, while the institutional investment enterprise has invested 49% in enterprise C. The SU consists of enterprises A and B and does not include enterprise C, assuming that enterprise A does not have any specific arrangement regarding dominant influence over enterprise C. 
[bookmark: _Toc215477956]Other Important Aspects Regarding the Determination of an SU
An SU shall be determined at the time the de minimis aid is granted. The applicant for aid shall provide up-to-date information on the composition of the SU by filling in the Form Regarding Information to be Provided for Accounting and Granting of de minimis Aid[footnoteRef:87] (hereinafter - De Minimis Form) in the De Minimis Aid Accounting System, which is accessible through the SRS Electronic Declaration System. [87:  Cabinet Regulation of 21 November 2018  No 715 "Regulations Regarding Procedures for Accounting and Granting de minimis Aid"] 

When determining an SU, there is no set number of link levels that should be assessed (e.g. two levels - parent and subsidiary), so it is necessary to assess all link levels when assessing whether an applicant for aid meets the definition of an SU.[footnoteRef:88] [88:  e-State Aid Wiki, Article 2 (2) Reg.1407/2013 – Single undertaking, number of levels, 2019.04.23] 

To avoid common mistakes when completing the De Minimis Form, as well as when providing information on the SU in the De Minimis Form:
it is important to understand that the application for aid under Regulation 2023/2832[footnoteRef:89] is only possible if the applicant for aid is a public service provider that has been obliged by a national or local authority to provide the service by means of a contract(s) and the conditions of Regulation 2023/2832 are included in the aid programme or ad-hoc aid project; [89:  Commission Regulation (EU) 2023/2832 of 13 December 2023 on the application of Articles 107 and 108 of the Treaty on the Functioning of the European Union to de minimis aid granted to undertakings providing services of general economic interest] 

if the owner of the enterprise is a natural person who is an economic operator as referred to in Sub-section 17.3 of this methodology, this natural person must also be indicated as a linked enterprise;
information if the enterprise has been merged, acquired or split up in the last three years must be correctly disclosed to ensure that the de minimis amount previously received by the merged, acquired or split up enterprise is correctly taken into account; 
The grantor of aid shall base its verification of the SU on the information provided by the applicant for aid in the De Minimis Form available in the De Minimis Aid Accounting System, the information available in Lursoft[footnoteRef:90] (or other equivalent Register of Enterprises) database.   [90:  Lursoft IT - databases of enterprises (Latvia)] 


[bookmark: _Toc215477957]Action if the Applicant Has not Correctly Determined Its SU Status:
The applicant for aid shall be responsible for completeness and veracity of the information provided in the form, including information on the composition of its SU[footnoteRef:91]; [91:  Cabinet Regulation of 21 November 2018  No 715  "Regulations Regarding Procedures for Accounting and Granting de minimis Aid ", Article 22] 

If, after the verification of the SU, the grantor of aid has established that the applicant for aid has incorrectly provided information on its SU (e.g. it has not included an undertaking which, according to the regulatory framework, should be included in the SU), the applicant for aid must make corrections to the Form and resubmit it to the De Minimis Aid Accounting System;
If the de minimis ceiling is exceeded in the case of an incorrectly determined SU, the de minimis aid granted shall be qualified as unlawful and the beneficiary shall be obliged to reimburse to the grantor of aid all de minimis aid received under the project from State aid-free resources together with interest calculated from the date on which the de minimis aid was paid to the beneficiary under the project until the date of its recovery in accordance with the provisions of Chapter IV or V of the Law on Control of Aid for Commercial Activity.


Annexes

Annex 1
[bookmark: _Toc457499013][bookmark: _Toc66554144][bookmark: _Toc215477958]Steps to Check SME Status
Yes
Yes
Yes
Yes
Yes
Yes
No
No
No
No
No
No
No
No
next step: calculate the undertaking's indicators
conclusion: the undertaking is an autonomous enterprise
another enterprise holds 25 % or more, but less than 50 % of the capital shares or voting rights of the enterprise in question
verification of partner enterprises:
enterprises are linked through intermediaries (undertaking, investor or natural person)

majority of voting rights in another enterprise
the right to appoint or remove a majority of the members of the administrative, management or supervisory body of another enterprise
the right to exercise a dominant influence over another enterprise pursuant to a contract entered into with that enterprise or to a provision in its memorandum or articles of association
sole control over the voting rights of a majority of the shareholders or members of another enterprise

obligation to prepare a consolidated annual
statement
verification of linked enterprises (links to parent and subsidiary companies):
No
Yes
Yes
Yes
conclusion:
undertaking is not an SME
annual balance sheet total
≤ EUR 43 million
No
No
headcount of undertaking <250
annual turnover
≤ EUR 50 million


conclusion:
the undertaking is a linked
enterprise
the enterprise in question holds 25 % or more, but less than 50 % of the capital shares or voting rights of another enterprise

Annex 2
[bookmark: _Toc457499014][bookmark: _Toc66554145][bookmark: _Toc215477959]Adding Data of Linked and Partner Enterprises to an Undertaking's Indicators

summing all intermediate results gives the total of the data for the undertaking's linked and partner enterprises
No
Does the linked enterprise have partner enterprises?
adding partner enterprise data according to the percentage relationship with the undertaking
Yes
intermediate result
intermediate result
Yes
intermediate result
No
Is there another enterprise linked to the partner enterprise?
adding data of the linked enterprise to the partner enterprise data
intermediate result
No
Yes
Is there another enterprise linked to the partner enterprise?
adding partner enterprise data according to the percentage relationship with the undertaking
Yes
No
Yes
Yes
Is there another enterprise linked to the linked enterprise?
adding 100% data of the linked enterprise
No
No
Does the undertaking have partner enterprises?
Does the undertaking have linked enterprises?
intermediate result
aggregate data on the staff headcount, annual turnover and annual balance sheet total of the undertaking in question

Annex 3

Annex ___
to the Project Application

[bookmark: _Toc457499015][bookmark: _Toc66554146][bookmark: _Toc215477960]Declaration of Compliance with the Requirements[footnoteRef:92] [92:  Reference to the relevant Cabinet Regulations of the specific aid objective/measure shall be indicated] 


	I, the undersigned,

	


	
	name, surname

	the project applicant's

	


	
	name of the project applicant

	responsible official

	


	
	job title



1. [bookmark: _Toc461907599]Hereby declare that the project applicant does not meet the criteria set out in Article 57 of the Insolvency Law to be subject to insolvency proceedings at the request of creditors, i.e: 
1. [bookmark: _Toc461907600]the court ruling on the recovery of debt from the debtor could not have been enforced by applying means of compulsory execution; 
1. <in case of Limited Liability Company (LLC)  (SIA for Latvia) or Joint-Stock Company (JSC) (A/S for Latvia)> has not honoured principal debt obligations in the amount of EUR 4,268 and the creditor has issued a warning regarding its intention to submit the application for the insolvency proceedings of a legal person; or
1. <other legal entity, other than LLC and JSC> has not honored principal debt obligations in the amount of EUR 2,134 and the creditor has issued a warning regarding its intention to submit the application for the insolvency proceedings of a legal person; 
1. the debtor has not paid an employee the work remuneration in full, compensation for damages in connection with an accident at work or an occupational disease or has not made the mandatory social insurance payments within two months after the day specified for payment (unless the day of payment of work remuneration is specified in the employment contract, this day shall be considered to be the first working day of the following month). The unpaid amount is irrelevant in this case.
2. [bookmark: _Toc461907601]I certify that the applicant is not an undertaking[footnoteRef:93] that has received rescue aid and has not yet reimbursed the loan or terminated the guarantee, or an undertaking that has received restructuring aid and is still subject to a restructuring plan, in accordance with the Communication from the Commission Community Guidelines on State aid for rescuing and restructuring firms in difficulty[footnoteRef:94], Communication from the Commission Guidelines on State aid for rescuing and restructuring non-financial undertakings in difficulty[footnoteRef:95] or the Communication from the Commission on the application, from 1 August 2013 , of State aid rules to support measures in favour of banks in the context of the financial crisis[footnoteRef:96]. [93:  The definition of an undertaking includes all enterprises linked to the undertaking.]  [94:  OJ C 244, 01.10.2004, p. 2.]  [95:  OJ C 249, 31.07.2014, p. 1.]  [96:  OJ C 216, 30.07.2013, p. 1.] 



Annex 4
[bookmark: _Toc457499016][bookmark: _Toc66554147][bookmark: _Toc215477961]Determining an Undertaking in Difficulty
Yes
conclusion:
the undertaking is not an UID, aid is granted - see Part B of this information material

conclusion:
the undertaking is an UID, aid is not granted
Yes
Yes

conclusion:
the undertaking is an UID, aid is not granted - see Part B of this information material
the undertaking has/does not have UID features and the group of linked enterprises has UID features
the undertaking has UID features and the group of linked enterprises does not have UID features

No
No
Yes
conclusion:
the undertaking is not an UID, aid is granted
the undertaking does not have UID features and the group of linked enterprises does not have UID features
aggregate publicly available AA data for each enterprise in the group of linked enterprises, but if operational consolidated AS of each enterprise audited by a sworn auditor are submitted with the PA, UID features are determined by their data
Yes
No
No
No
Yes
conclusion:
the undertaking is an UID, aid is not granted
conclusion:
the undertaking is not an UID, aid is granted
the undertaking has no UID features
publicly available consolidated AA data are taken into account, but if an operational consolidated AS audited by a sworn auditor is submitted with the PA, UID features are determined by its data
a consolidated statement is available for the group of linked enterprises
Yes
the undertaking has/does not have UID features and the group of linked enterprises has UID features
Yes
No
the undertaking has UID features and the group of linked enterprises does not have UID features
No
the undertaking does not have UID features and the group of linked enterprises does not have UID features
Yes
The UID features are determined by the publicly available AA data of the undertaking in question, but if an operational AS audited by a sworn auditor is submitted with the PA, UID features are determined by its data
the undertaking is autonomous


Micro-enterprise


Small enterprise


Medium-sized enterprise


the enterprise has fewer than 10 employees, and


the enterprise has an annual turnover or annual balance sheet total of less than EUR 2 million


the enterprise has fewer than 50 employees, and


the enterprise has an annual turnover or annual balance sheet total of less than EUR 10 million


the enterprise has fewer than 250 employees, and


the enterprise has an annual turnover of less than EUR 50 million or an annual balance sheet total of less than EUR 43 million
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