CHAPTER  TWELVE

STATE GRANTS  FOR  UPGRADING

THE MANUFACTURING  SECTOR

1.   STATE GRANTS FOR UPGRADING TECHNOLOGY 

Scope

To assist the manufacturing sector by providing state investment grants. 

a)
existing manufacturing units that have already invested from the 1.1.1999 or they will invest until the 31.12.2000 in new machinery or/and equipmentwith the aim of increasing their productivity or/and improving the quality of their products and

(b) new viable manufacturing units that have already invested in new machinery  or/and equipment from 1.1.1999 or they will invest by 31.12.2000, provided that they are among the sectors mentioned below.  

Sectors

The Scheme refers to the manufacturing sector and includes all activities as these are classified in SECTION D of NACE Rev. 1 (Council Regulations (EEC) No. 3037/90 and No. 761/93).   The NACE Rev. 1 SECTION D includes all activities which according to the regulations of the European Union belong to the manufacturing sector.

Machinery and Equipment

The term machinery and equipment means that machinery and equipment (including tools, personal computers and computer software) which are directly used for storing raw materials, for the designing, production, packaging and quality control of the products.  This term also includes machinery and equipment which are manufactured by industrialists at their own factories for their own use.  The term "machinery and equipment" does not include: 

.
Used or reconditioned machinery and equipment or/and spare


parts for repairing existing machinery.

.
Investments regarding the installation of new or already existing systems for the prevention of industrial pollution, which come under the umbrella of a special Scheme.

.
All types of vehicles including fork-lifts and electrical generators.

.
Installation expenses, electrical installations and every kind of wiring of telecommunication means, including those for personal computers.

.
Refrigarators, and other machinery related to retail selling.

.
Expendable tools and equipment and any other investment which according to the Committee  does not contribute to the aims of the scheme.

In addition,  independent machinery or/and equipment of £200 or less are exempted from the scheme.

Procedure

Eligibility and period for submitting applications
Existing or new manufacturing units that have invested since 1.1.1999 or they intend to invest by 31.12.2000 (to import or to purchase from the local market) in machinery and equipment of at least  £20.000 are eligible for applying for state grant.  The Ministry will announce, at a later stage, the time period for which applications will be accepted.

This scheme is a continuation of the scheme which was approved  by the Council of Ministers on the 6.5.1996 under a Decision number 44.177, but differentiated.  Applications may be submitted by eligible applicants, considering that the grant they will receive – including the grant received during the period 1996 – 1998 – will not exceed the maximum amount of £100.000.   In the case of   applications submitted by companies the share of which at the time that they submitted the application belonged by 50% and above to the same legal or natural entities that are related by a first degree relationship, then the amount of grant that will be provided will be accumulated and will not exceed £100.000.

It should be underlined though that applicants that have already received any kind of grant from another Scheme for the same machinery and equipment, are not allowed to submit an application.

Evaluation Terms

(a) Viability Criteria

The evaluation procedure regarding the viability of the investment proposals that will be submitted at the Ministry will consider the criteria shown below:

(i) Features of the investor: experience, results form activities that took place in the past, own participation, financial results from the past years and present financial results (regarding existing companies) etc.

(ii) The expected profitability of the company as a result of the new investment: projections, sales and financial results, performance indicators of the investment, relationship between loans and own participation to the investment, technical features etc.

(iii) Organisation of the company: effectiveness of present and futureorganizational structure and employment in the following sectors: management, production, sales-marketing sectors etc.

In cases where the proposed investment in machinery and equipment exceeds the amount of £50.000 then the investors will have to submit a Technoeconomic study.   For existing companies the financial accounts of the last two years should accompany the application.

(b) Priority Criteria

The following priority criteria will be taken into account during the evaluation of the applications:

(I) The technology and automation of machinery or/and equipment

purchased or to be purchased.

(ii) Their contribution to the following factors: productivity of the

company, improvement of quality and competitiveness of their

products and the degree of improvement of production 

methods.

(iii) The contribution of the investment to the following factors: pollution reductions, introduction of environment friendly technology, 

conservation of water and energy and employee protection.

The Ministry of Commerce, Industry and Tourism will provide a grant to those applications which will succeed in scoring the highest or at least the minimum of points that will  be considered as an acceptable score based on the evaluation of the viability and priority criteria.

Cost – Sources of financing

Applicants must submit to the Ministry evidence on the cost of the machinery as well as the sources from which the investment will be financed from. 

Period for investing in new machinery
The applications that will be selected for receiving a state grant should finalise the investment by 31.12.2000 and in one year period from the date that the AGREEMENT FOR PROVIDING THE GRANT will be signed, the total cost of the machinery should be paid off and the company  should be the owner of the machinery approved by the Ministry for receiving a state grant.

Level of Grant

The grant that will be provided will be calculated as a percentage on the cost of machinery or/and equipment as shown below:

for the first £50.000 of the cost 30% grant

for the next £100.000 of the cost 20% grant

for all additional over £150,000  of the cost 15% grant,

but the total amount of grant will not exceed £100.000.

The Ministry will provide a grant to the company only after all invoices/receipts regarding the machineries bought or constructed are examined as well as after the inspection and examination of machinery at the place where they were installed.

The total amount of grant that will be provided by the Ministry will  be calculated at the CIF price for imported machinery and at the market price for machinery bought from the local market.   Any other expenses including VAT will not be taken into account.

Application Form

Application forms will be available at the Ministry of Commerce, Industry and Tourism.  The Ministry will accept applications during a period that will be announced at a later stage.  The application form must be fully completed.  All necessary documentary evidence should accompany the application form otherwise this will be turned down.  In cases where misleading information is submitted, the Ministry will immediately turn down the application and the company will not be allowed to submit another application under the umbrella of any other support  Scheme of the  Ministry whilst additional measures might  be considered on a case by case basis.  

Grants Advisory Committee

All the applications that will be submitted and initially meet all the criteria of the scheme, will be evaluated by qualified officers of the Ministry of Commerce, Industry and Tourism  and submitted to the Grants Advisory Committee.  The Committee will assign a grade to each single application and will submit its suggestions to the Minister of Commerce, Industry and Tourism for approval.

Representatives from the following Ministries/Departments will be joining the Advisory Committee:

.
Ministry of Commerce, Industry and Tourism (President)

.
Ministry of Finance

.
Ministry of Work and Social Security

.
Planning Bureau.

For gathering further information during the examination of the applications,  the Committee will have the authority to invite representatives from other government departments.  The Committee will also have the authority to invite representatives from the applicant companies for any further clarifications.

In cases where, the Committee faces problems in interpreting certain criteria or terms.(eg equipment)  of the Schemes,  then it will submit suggestions to the Ministers of Commerce, Industry and Tourism and Finance in order to clarify the criteria or terms of  the Scheme.  The suggestions approved by the two Ministers will be considered as part of the Scheme.

Inspection – Guarantees

Companies approved by the Ministry as eligible for receiving a state grant are obliged to submit all evidence necessary to prove the exact cost of the investment.  Officers from the Ministry will be visiting all approved companies  for inspecting their machinery or/and equipment in order to assure that their specifications are according to the specifications required by the relative paragraph of the Scheme.

Right before the grant is provided by the Ministry to the company, the two sides (the Ministry´s Permanent Secretary and the applicant) must sign an AGREEMENT FOR GRANT PROVISION.   This Agreement must be accompanied by sufficient guarantees that the company will continue its operations and will use the machinery or equipment for at least five years from the date of purchase.

In case the company discontinues its operations before the end of the five-year period then the company must return to the Ministry that percentage of the grant provided that was not depreciated.  For machinery and equipment, the rate of depreciation will be that rate defined by the Director of the Inland Revenue Department.  During the five-year period the owner of the company will not be allowed to remove the machinery or/and equipment without  the approval of the Ministry of Commerce, Industry and Tourism.

During the five-year period, authorised officers from the Ministry  of Commerce, Industry & Tourism will have the right to freely visit the company for inspecting those machinery and equipment for which grant was provided and ask for further information regarding the machinery.

Annual Progress Report
The Ministry will be responsible for preparing an Annual Progress Report which should be communicated to all the Ministries represented at the Advisory Committee as well as to the Planning Bureau, General Auditor and General Accountant.

The period for submitting applications to the Ministry will be announced the soonest possible.

2.     STATE GRANTS FOR THE RELOCATION OF COTTAGE INDUSTRY – WORKSHOPS TO AREAS SET UP BY MUNICIPAL AUTHORITIES

Scope

To assist financially cottage industry or/and workshops to relocate their properties from residential areas or areas inappropriate for their activities to approved areas which were established or will be established by various Municipal Authorities or Community Councils.

Sectors

Financial assistance will be granted to small companies coming from the manufacturing sector.  Exceptionally, grants will also be provided to workshops which offer services of any kind.  Coffee/Restaurant shops and other companies selling ready-made retail products will be exempted from the Scheme.

Grants

Companies which have been approved by the scheme and have obtained land or building in the designated areas with the aim of relocating their property will be eligible for the following:

Grant for expenses caused as a result of relocating machinery and other equipment to their new property without the need for any supporting documentary evidence or,  

Grant based on real expenses  of relocation.  Invoices/receipts for relocating machinery must be submitted to the Ministry and should not be issued by the applicant, a relative person or company.                                                                       

For the Scheme´s requirements, expenses for relocation cover: expenses for unfitting, transportation, fitting together and installment of the  machinery and equipment to the new property area.  The scheme will also provide an extra amount for work required for putting together the machinery of the unit in a working order.  The total amount of grant which will be provided will not exceed the amount of £2000.

Payment of the Grant

The grant will be provided to the beneficiaries only after the relocation of their fixed assets and the inspection of their new unit by an officer from the Ministry of Commerce, Industry and Tourism.

The percentages and the amounts of grant as well as additional  provisions of the scheme and the procedure for submitting and examining applications will be decided by a Ministerial Committee.

3.
MEASURES TO REDUCE ELECTRICITY COST FOR MEDIUM

SIZE INDUSTRIAL CONSUMERS

Medium size industrial consumers connected to the low-voltage supply, are included in Tariff Rate 22.  Their consumption is metered in energy (kWh) and maximum demand (kVA).   In 1997 there were 467 consumers in Rate 22 (4,7% of total industrial) with an average annual consumption of 181.000 kWh.

The changes to be made to Tariff Rate 22 will cost to the Electricity Authority of Cyprus £140.000 per annum and are the following:

a) The criteria for inclusion in Rate 22  will be the "Agreed Demand"

of 50 kVA and over, instead of the 75 kVA "Installed Capacity" that

applies today.

b) Today, consumers of Rate 22 are charge with Rate 21 instead,

if their metered maximum demand of the month is below 20 kVA.

The 20 kVA limit will change to 40 kVA.

The date for implementation of the above  measures will be  announced shortly.
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