CHAPTER  SIX

GUARANTEES FOR LOANS TO SMALL AND 

MEDIUM ENTERPRISES

Scope

The proposed project aims at encouraging the financing under short procedures and favourable terms:

(a) of existing enterprises with business turnover of up to £1.000.000 (last year) for the  revitalization or/and expansion of their activities and more specifically:

· For the increase of working capital

· For investments in fixed capital

· For any other need directly concerning their enterprises excluding the repayment of already existing loans.

(b) For the establishment of new manufacturing units where the total investment will not exceed £500.000.

Assistance for financing
(i) The loans will be granted via the commercial banks or other financial institutions which will declare in writing their willingness to give credit to their customers (manufacturing units).

(ii) A 100% Government guarantee will be afforded to existing manufacturing units for a sum equivalent to 20% of the units´s turnover for its last year of operation with the maximum amount being £100,000.  For new manufacturing units the guarantee will be 40% of the total investment with a maximum amount of £100,000.

(iii) The rate of interest on the above Government guaranteed loans will be subsidised by up to two percentage points provided that this is higher than 5% and for a period not exeeding 7 years including any grace period.

Limitations – Exceptions

(i) To Scheme will not cover existing manufacturing units with a turnover (for the last financial year) greater than £1 mln as well as new units where the total investment exceeds £500,000.

(ii) Τhe Scheme will not cover loans which will be used for settlement or renewal of existing loans.

(iii) The Scheme will not be valid backward in time.

(iv) Each applicant has the right to submit one or more applications for loans up to £100,000.

Committee for the evaluation of the applications

The applications which will be submitted by those complying with the criteria together with a recommendation from the commercial banks, if any, and will be examined by an advisory committee in which the following will participate:

The Ministry of Commerce, Industry and Tourism

The Ministry of Finance

The Central Bank of Cyprus

The final decision for the approval of loans within the framework of this scheme will be taken by the Minister of Commerce, Industry and Tourism and the Minister of Finance.

Criteria which will be taken into consideration

(a) The necessity of the requested loan and its proposed use.

(b) The recommendations of the bank, if any, and the viability of the enterprise especially in the case of new units.

(c) The possibility of repaying the requested loan.

(d) The participation of the applicant in the proposed investment and the positive effects it will have 

Additional miscellaneous criteria may be included.

Termination of the guarantee and the subsidization of interest.

For the granting of Government Guarantees to the bank, the Minister of Finance will sign the relevant guarantee documents the terms of which will be discussed and agreed upon with the banks.

The subsidization of interest for approved loans will be calculated and paid after the end of each year, directly to the banks.

Where there are delays beyond the period of three monthly installments, or two three monthly or one six monthly, depending on how they are defined in the loan agreement, then the subsidization of interest will be terminated for the whole amount of the loan until the debtor complies fully with the repayment timetable for his loan.

In cases of non-compliance of the debtors with the agreed timetable for the repayment for their loans, beside the termination of the subsidization of interest, the banks will be asked to demand the immediate repayment of the whole of the loan and move forward to taking all the measures for its repayment before they submit their demands to the Government – guarantor.

It should be noticed that the project will be enforced after the discussion and the agreement between the Government and the banks concerning the form of the Government Guarantee and other possible terms and conditions and details of the procedure which will be followed.
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