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1. Notion of State aid
State aid is any financial assistance provided or mediated from the State, municipal or European Community resources to an undertaking which causes or may cause restrictions of competition. For a measure facilitating a commercial activity to be classified as a State aid it has to correspond to the following four criteria simultaneously:

· Aid provided from public resources (state, municipal or European Union resources). When determine whether particular measure is a State aid or not attention should be mainly paid to the sources of financing, rather than the institution providing the financing. So, resources of the European Union, state or municipality should be involved in a way of budget appropriation or decrease in budget revenue, for example, tax relieves. 

· An undertaking receives an economic advantage that it would not receive in the normal course of business. For example, an undertaking buys publicly owned land at less than the market price or sells land to the state at higher than the market price, an undertaking pays less taxes comparing to general requirements etc.; 

· The implemented measure is selective by its nature. An aid is considered “selective” if it can be received by certain undertakings, undertakings operating in separate economic sectors or territories etc. Selective State aid measures should be differentiated from “general measures”, namely measures which apply automatically to all undertakings in a Member State irrespective of the sector, location, size etc.    
· State aid effects competition and trade in Latvia’s domestic market, as well as trade between EU Member States. Aid measures are considered as aid in terms of Article 107 of the Treaty of the Functioning of the European Union  [further – Treaty] only if they refer to a sector in which there is trade between Member States. Namely, pursuant to the established case law of the Court of Justice and First Instance Courts, the criterion of trade being affected is met if the recipient undertaking carries out an economic activity involving trade between Member States. It should be noted that small amount of aid (so called “de minimis” aid) does not have considerable effect on competition between Member States.
 2. Basic principles of the State aid policy
Basic principles of the State aid policy are determined by Article 107 and 108 of the Treaty establishing the European Community (hereinafter – Treaty). These rules are interpreted and specified by secondary normative acts, decisions of the European Commission and judgements of the Court of Justice. The main principle of the State aid is included in Article 107(1) of the Treaty. It is the following: “Save as otherwise provided in this Treaty, any aid granted by a Member State or through State resources in any form whatsoever which distorts or threatens to distort competition by favouring certain undertakings or production of certain goods shall, insofar as it affects trade between Member States, be compatible with the common market.”

State aid applies to granting of resources, as well as to allowances for mandatory state/municipality payments. State aid may take different forms, not just grants or interest rate rebates, but also loan guarantees, accelerated depreciation allowances, capital injections etc.  

The subsidy equivalent or aid “element” is the gain of the aid recipient from the aid in monetary terms. For instance, the subsidy equivalent for preferential credits shall be calculated by deducting the actual credit interest sum that would have to be paid, in accordance with the reference rate in the relevant time period approved by the European Commission.   
Detailed summary and explanations of the State aid basic principle legal framework are available in the Vademecum on State Aid Rules developed by the Commission, which is also available in Latvian on the web site of the European Union:
http://ec.europa.eu/competition/state_aid/studies_reports/studies_reports.html#vademecum [viewed on 08.12.2010].
3. De minimis aid and other compatible limited amounts of aid
3.1. De minimis aid
The European Commission has involved the term of “de minimis aid”, which means amounts of aid below a ceiling of EUR 200000 (EUR 200 000 equivalent in lats according to the exchange rate of the Bank of Latvia on the day when the decision is made on granting the aid) over a period of three years do not affect trade between Member States and/or do not distort or threaten to distort competition and therefore do not fall under Article 107(1) of the Treaty. As regards undertakings active in the road transport sector, this ceiling should be set at EUR 100000.   
At the European Union level de minimis aid is regulated by Commission Regulation (EC) No 1998/2006 of 15 December 2006 on the application of Articles 87 and 88 of the Treaty to de minimis aid (OJ L 379, 28/12/2006, p.5) (hereinafter – Commission Regulation No 1998/2006). This Regulation does not apply to aid granted to undertakings active in agriculture sector, fishery and aquaculture sectors, as well as aid to export-related activities, development of distribution network, and other activities set forth in Article 1(1) of this Regulation. The undertaking can receive de minimis aid granted according to the Commission Regulation No 1998/2006 in addition to aid granted according to an aid programme or individual aid project approved by the Commission or according to an aid programme or individual aid project on which summarized information has been sent to the Commission if conditions of Article 2(5) of the Commission Regulation No 1998/2006 have been complied with.     
However, at national level the procedure for allocation of de minimis aid is generally regulated by Chapter X of the Law on Control of Aid for Commercial Activity and Regulation No 58 of the Cabinet of Ministers “Procedures for Accounting and Granting of de minimis Aid and Samples of de minimis Aid Accounting Forms” adopted on 05.02.2008 (hereinafter – Regulations of the Cabinet of Ministers No 58).      
If an aid programme or individual aid project complies with Articles 2 and 3(1) of the above mentioned Commission Regulation No 1998/2006 the grantor of aid does not have to submit an aid programme or individual aid project for initial assessment by the Ministry of Finance. However, if following the granting of the additional planned de minimis aid to a specific undertaking, the amount of de minimis aid specified in Article 2(2) of Commission Regulation No 1998/2006 has been exceeded, the grantor of aid shall notify the Ministry of Finance thereof.  
A grantor and undertaking should carry out the accounting of de minimis aid. The Cabinet of Ministers approves samples of de minimis aid accounting forms and prescribes procedures for de minimis aid accounting and allocation (see Regulation of the Cabinet of Ministers No 58). 
3.1. Other compatible limited amounts of aid
As it was mentioned before, in the Commission Regulation No 1998/2006 currently in force it is stated that an aid activities not exceeding EUR 200 000 for a company over any period of three years is not an aid in terms of the Treaty, i.e., this aid should not be notified to the Commission, therefore simplified aid procedure is applied. However, taking into account effect of global financial crisis on the real economy, on 17 December 2008 the Commission issued Communication from the Commission – Temporary Community framework for State aid measures to support access to finance in the current financial and economic crisis (hereinafter – Commission Communication), amended on 25 February 2009. Commission Communication (Clause 4.2.2) introduces a new aid activity of limited amount envisaging that during the period from 1 January 2008 to 31 December 2010 de minimis aid and other compatible limited amount of aid per undertaking granted according to Commission Regulation No 1998/2006 should not exceed EUR 500 000 according to a special aid programme for the situation of economic crisis approved by the Commission. Therefore, to ensure availability of financing in amount below EUR 500 000 on simplified aid conditions (intensity requirement and admissible aid payments should be complied with), at national level Regulation of the Cabinet of Ministers No 851 “Regulation on Samples of de minimis Aid and other Compatible Limited Amounts of Aid Accounting Forms and Procedures for Accounting and Granting of de minimis Aid and other Compatible Limited Amounts of Aid” have been adopted on 4 August 2009.
4. Legal basis for the State aid control
4.1. National normative acts 
State aid at national level in Latvia is regulated by the following: 

1) Law On Control of Aid for Commercial Activity [adopted on 19 December 2002, valid as of 1 January 2003; amended by: Law of 01.04.2004 (L.V., 20 April, No 61); Law of 08.11.2006 (L.V., 8 November, No 178), Law of 11.10.2007 (L.V., 31 October, No 175), Law of 03.07.2008 (L.V., 15 July, No 107), Law of 08.04.2009 (L.V., 29 April, No 66)];
2) Regulation No 58 of the Cabinet of Ministers “Regulations regarding Procedures for Accounting and Granting of de minimis Aid and Samples of de minimis Aid Accounting Forms” adopted on 05.02.2008;
3) Regulation No 851 of the Cabinet of Ministers “Regulation on Samples of de minimis Aid and other Compatible Limited Amounts of Aid Accounting Forms and Procedures for Accounting and Granting of de minimis Aid and other Compatible Limited Amounts of Aid” adopted on 04.08.2009;
4) Regulation No 100 of the Cabinet of Ministers “Procedure According to which Electronic Notifications of Aid Programmes and Individual Aid Projects should be submitted to the European Commission and Procedures for Granting and Cancellation of Rights to Use the Electronic Aid Notification  System” adopted on 06.02.2007;

5) Regulation No 101 of the Cabinet of Ministers “Procedures by which Aid Providers shall Submit to the Ministry of Finance a Report Regarding Payments of Reimbursement for the Provision of Public Services” adopted on 06.02.2007;
6) Regulation No 850 of the Cabinet of Ministers “Regulation on Regional Development Aid in the Republic of Latvia till 2013” adopted on 04.08.2009.
Law on Control of Aid for Commercial Activity sets forth requirements and restrictions that state and municipal institutions should comply with in planning granting of State aid. The Law determines the allowable aid objectives, costs to be supported and maximum aid intensity, as well as national control of aid for commercial activities procedures in order to reduce the negative effect of aid on competition and to prevent the possibility of obtaining economic advantages by receiving unlawful aid.
Moreover Regulation No 58 of the Cabinet of Ministers “Regulations regarding Procedures for Accounting and Granting of de minimis Aid and Samples of de minimis Aid Accounting Forms” adopted on 05.02.2008 prescribes de minimis aid accounting and granting procedure, as well as approved the following samples of minimum aid accounting forms:
1) accounting form for received de minimis aid; 

2) accounting form for granting new de minimis aid.

However Regulation No 851 of the Cabinet of Ministers “Regulation on Samples of de minimis Aid and other Compatible Limited Amounts of Aid Accounting Forms and Procedures for Accounting and Granting of de minimis Aid and other Compatible Limited Amounts of Aid” adopted on 04.08.2009 prescribes accounting and granting procedure for de minimis aid other compatible limited amounts of aid, as well as the following samples of forms: 

1) accounting form for received de minimis aid and other compatible limited amounts of aid;

2) accounting form for granting new de minimis aid de and other compatible limited amounts of aid.

Regulation No 100 of the Cabinet of Ministers “Procedure According to which Electronic Notifications of Aid Programmes and Individual Aid Projects should be submitted to the European Commission and Procedures for Granting and Cancellation of Rights to Use the Electronic Aid Notification  System” adopted on 06.02.2007 prescribes the procedure according to which electronic notification of aid programmes and individual aid projects should be submitted to the European Commission and procedures for granting and cancellation of rights to use the aid notification electronic system. This Regulation should be applied to development of aid programmes and individual aid projects, as well as amendments to aid programmes and individual aid projects which should be notified to the European Commission according to Article 2 of the Council Regulation (EC) No 659/1999 of 22 March 1999 laying down detailed rules for the application of Article 93 of the EC Treaty.
However Regulation No 101 of the Cabinet of Ministers “Procedures by which Aid Providers shall Submit to the Ministry of Finance a Report Regarding Payments of Reimbursement for the Provision of Public Services” adopted on 06.02.2007 prescribe procedure which aid providers shall submit to the Ministry of Finance a report regarding payments of reimbursement for the provision of public services.   
Regulation No 850 of the Cabinet of Ministers “Regulation on Regional Development Aid in the Republic of Latvia till 2013” adopted on 04.08.2009 prescribe the procedure for granting regional aid in the Republic of Latvia till 2013, namely, Regulation defines regions (territories) of Latvia where it is allowed to grant regional aid to undertakings according to European Commission Guidelines on national regional aid for 2007-2013 [published in OJ C 54, 04.03.2006, p.13-44], as well as maximum allowable aid intensities. 

The above mentioned national normative acts in the State aid control field are available in the legislative data base NAIS, internet resources (http://www.vestnesis.lv and http://www.likumi.lv) or in the State Aid Control Department of the Ministry of Finance. 

4.2. EC normative acts 

The legal basis for functioning of the State aid control system in the EU consists of the following:

• the Treaty of the Functioning of the European Union  (Articles 107 and 108);
• EC secondary normative acts:

· directives, regulations, guidelines, basic documents, letters to Member States etc.;

· decisions of the European Commission on State aid projects/programmes of Member States;

The above mentioned documents are available on the web page of the DG Competition:  http://ec.europa.eu/comm/competition/state_aid/legislation/legislation.html [viewed on: 08.12.2010]

· decisions of the Court of Justice and First Instance Court.

Judgements in particular State aid cases are available on web page of the Court of Justice: http://curia.europa.eu/jurisp/cgi-bin/form.pl?lang=lv  [viewed on: 08.12.2010]

5. State aid surveillance
5.1. Situation till May 1, 2004
Till May 1, 2004, the control over implementation of Stat aid control rules was provided by the State Aid Surveillance Commission (hereinafter – SASC). It had intensive powers to carry out its control functions. SASC examined aid programmes and individual aid projects on the basis of:

1. an application of potential grantor of aid; 

2. a complaint of an interested person; 

3. the initiative of the SASC itself.

In order to assess and evaluate all aid programmes [aid programme – a regulatory enactment that provides for granting of individual aid  to commercial companies according to procedures prescribed by regulatory enactments, aid programme is limited in time] and individual aid projects [individual aid project ​– aid provided for a particular commercial company outside the aid programme or within the scope of the aid programme, but to which a requirement for a prior notification of aid applies], the SASC was entitled to request and receive necessary information, as well as reports regarding implementation of the aid programmes and individual aid projects. Every planned aid programme or an individual aid project had to be submitted to the SASC prior to the commencement of the implementation thereof. This condition applied both to the planned aid programmes or individual aid projects and the planned amendments to existing aid programmes or individual projects. 

The duties of the SASC’s secretariat were performed by the State Aid Control Department of the Ministry of Finance.

5.2. Situation after May 1, 2004
Since the accession of the Republic of Latvia to the EU, according to the requirements set by Article 108 of the Treaty and according to other regulatory enactments of the European Union, the European Commission is the responsible authority for the State aid surveillance. The European Commission is an administrative institution of the EC which is responsible for application and development of the State aid policy according to interests of the EC.

Since May 1, 2004, however, the Ministry of Finances as a national State aid surveillance institution has the following responsibilities:

1. Perform initial assessment of planned aid programmes or individual aid projects. This requirement applies also to amendments planned in existing aid programmes or individual aid projects; 

2. Submit to the European Commission notifications on planned aid programmes or individual aid projects, as well as amendments planned in existing aid programmes or individual aid projects. This was the function of the Ministry of Finance from May 1, 2004 till January 1, 2006. However, since notifications on new aid should be sent to the European Commission only electronically as of January 1, 2006, and since all correspondence about notified aid measures between the European Commission and Member States is done electronically, the Ministry shall ensure information circulation between involved institutions and European Commission (regarding information about State aid expert meetings organized by the DG Competition; issues regarding notified aid programmes and individual aid projects submitted by Latvia, as well as regarding submitted complaints; letters about different issues in the State aid control field).  However, now notifications on measures and summary information about aid granted according to the so called exemption regulations should be submitted to the European Commission by respective line ministry by means of State Aid Notifications Interactive – SANI – under the management of the European Commission;
3. Prepare annual reports regarding aid provided for commercial activities.

It should be noted that the competence of the Ministry of Finance in the State aid field does not cover aid for activities related to agriculture products set forth in Annex 1 of the EC Treaty, fishery products, as well as for activities in the forestry sector, except for cases prescribed in the Law on Control of Aid for Commercial Activity.   
6. State aid procedural rules
6.1. Notification of State aid to the European Commission 

In order to notify a State aid measure to the European Commission a special order should be abided. Before notification of the State aid to the European Commission every planned aid measure – aid programme or individual aid project, as well as every amendment planned to existing aid programmes or individual aid projects – shall be submitted to the Ministry of Finance for initial assessment. Only those projects that are implemented in accordance with an aid programme approved by the European Commission shall not be submitted to the Ministry of Finance for initial assessment, except for cases when necessity for initial assessment derives from the regulatory enactments of the European Union, Law on Control of Aid for Commercial Activity, aid programme or decision of the European Commission.          
After initial assessment of the aid measure has been carried out the aid notification should be submitted to the European Commission. Notification of the aid programme or individual aid project should be submitted to the European Commission electronically through the aid notification electronic system under the management of the European Commission (see Section 6.4). If the aid programme or an individual aid project complies with legislative requirements, the European Commission approves the aid unconditionally. However, if the planned aid does not comply with legislative requirements then prior assessment procedure should be launched to provide a possibility to interested parties to submit information they possess.       
6.2. Exemption from notification of State aid to the European Commission
In the result of recent modernization and simplification of State aid procedures launched by the Commission in certain cases which are set by the normative acts the State aid can be exempted from the duty of notification to the European Commission. For this purpose, on May 7, 1998, the Council adopted Regulation (EC) No 994/98 on the application of Articles 92 and 93 of the Treaty establishing the European Community to certain categories of horizontal State aid, and especially it refers to sub-clauses a) and b) of the Article 1(1) of this Regulation, therefore allowing Commission to adopt the so-called “block exemption regulations” in the State aid control field. This Regulation envisages that the Commission can declare certain categories of State aid as compliant with the Treaty if they comply with certain conditions thus exempting these categories from prior notification and agreement of the Commission. Therefore the aid granted according to the Commission Regulation (EC) No 800/2008 of 6 August 2008 declaring certain categories of aid compatible with the common market in application of Articles 87 and 88 of the Treaty (General Block Exemption Regulation) and provisions of other Commission Regulations issued pursuant to the Council Regulation No 994/98 is exempted from the prior notification to the European Commission.
However, exemption of the above mentioned aid from the prior notification to the European Commission does not mean that it is exempted from the national assessment. Namely, to gain assurance that the aid exempted from prior notification to the European Commission complies with conditions of exemption regulation initial assessment of the planned aid should be carried out by the Ministry of Finance. After initial assessment the Ministry of Finance shall transmit the summary information on planned aids to the European Commission through the aid notification electronic system under the management of the European Commission – SANI.
It should be noted that due to adoption of the above mentioned General Block Exemption Regulation [06.08.2008] and its validation [29.08.2008] the following regulations became invalid:
· Commission Regulation (EC) No 68/2001 of 12 January 2001 on the application of Articles 87 and 88 of the EC Treaty to training aid amended by Commission Regulation (EC) No 363/2004 of 25 February 2004 and Commission Regulation (EC) No 1976/2006 of 20 December 2006;  

· Commission Regulation (EC) No 70/2001 of 12 January 2001 on the application of Articles 87 and 88 of the EC Treaty to State aid to small and medium-sized enterprises amended by Commission Regulation No 364/2004 of 25 February 2004 and Commission Regulation (EC) No 1976/2006 of 20 December 2006;

· Commission Regulation (EC) No 2204/2002 of 12 December 2002 on the application of Articles 87 and 88 of the EC Treaty to State aid for employment amended by Commission Regulation (EC) No 1976/2006 of 20 December 2006;

· Commission Regulation (EC) No 1628/2006 of 24 October 2006 on the application of Articles 87 and 88 of the Treaty to national regional investment aid.
According to Article 44(2) of the General Block Exemption Regulation any aid granted before 31 December 2008, which does not fulfil the conditions laid down in this Regulation but fulfils the conditions laid down in Regulation (EC) No 68/2001, Regulation (EC) No 70/2001, Regulation (EC) No 2204/2002 or Regulation (EC) No 1628/2006 shall be compatible with the common market and exempt from the notification requirement of Article 88(3) of the Treaty. Therefore, as of 1 January 2009, all aid programmes to be exempted from the previous notification to the European Commission should comply with conditions of the General Block Exemption Regulation.    
6.3. Simplified procedure
In order to simplify procedures in the State aid control field, on June 16, 2009, the European Commission adopted new documents, namely, Code of Best Practice for the conduct of State aid control procedures (OJ C 136, 16/06/200900, p. 0013-0020) and Notice from the Commission on a Simplified Procedure for Treatment of Certain Types of State Aid (OJ C 136, 16/06/2009, p.0003-0012).   

The purpose of the above mentioned documents is to improve effectiveness, transparency and predictability of the State aid control procedure in all aid assessment stages therefore facilitating voluntary cooperation between the European Commission and Member States. Documents especially ask Member States to intensify communication before notification of the planned aid measure to avoid possible difficulties in examination of the case at the very begging or to acknowledge that the planned aid measure as a compatible aid according to legislative regulation of the State aid control. Also the above mentioned documents comprise new planning documents which will make dealing with both complicated and simple cases more effective. It is possible to apply the simplified procure to aid measures notified to the European Commission as of 1 September, 2009.  
New documents and simplified procedure described thereof, as well as the order for application of the simplified procedure are available on the web site of the DG Competition:
Notice from the Commission on a simplified procedure for treatment of certain types of State Aid 

· in English
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52009XC0616(01):EN:NOT
· in Latvian
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2009:136:0003:01:LV:HTML 

Code of Best Practice for the conduct of State aid control procedures

· in English
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52009XC0616(02):EN:NOT
· in Latvian
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2009:136:0013:01:LV:HTML  

Information for press about adoption of new documents in the State aid field – frequently asked questions in English
http://europa.eu/rapid/pressReleasesAction.do?reference=MEMO/09/208&format=HTML&aged=0&language=EN&guiLanguage=en 
6.4. Information circulation about the State aid issues through the European Commission’s safe e-mail system
Having adopted Regulation No 794/2004 of 21 April 2004 implementing Council Regulation (EC) No 659/1999 laying down detailed rules for the application of Article 93 of the EC Treaty (OJ L 140, 30.04.2004, p. 1) the European Commission stated that notifications on new aid should be sent to the European Commission only electronically as of January 1, 2006, and all correspondence about notified aid measures between the European Commission and Member States should be done electronically (Article 3(4) of Commission Regulation of 2004).  
According to Article 3 of Commission Regulation of 2004, on 27 September 2005, in the Official Journal the European Commission published the procedure according to which electronic State aid notifications should be sent, including addresses and confidential information protection rules (OJ C 237, p. 3).    
Electronic circulation of information between the Member State and European Commission is done through two systems:
6.4.1. State Aid Notification Interactive or SANI

State aid notifications and summary information should be sent to the European Commission by means of a web application State Aid Notification Interactive or SANI, which is available on: https://webgate.ec.europa.eu/competition/sani.

6.4.1.1. General information
The European Commission established special web application for State aid notification submission. In Latvia, regulation of the Cabinet of Ministers on use of SANI system were first adopted on 13 June 2006 stating that as of 1 July 2006 all notifications of planned aid should be prepared and submitted to the European Commission only through this system. On 6 February 6, 2007, new Regulation of the Cabinet of Ministers No 100 “Procedure According to which Electronic Notifications of Aid Programmes and Individual Aid Projects should be submitted to the European Commission and Procedures for Granting and Cancellation of Rights to Use the Electronic Aid Notification System” was adopted.        

6.4.1.2. SANI system users
SANI system user rights for users in the Member State are granted according to the user status. The European Commission grants user rights to the Local System Administrator and Validator. System user rights for other system users are granted by the Local System Administrator. 

The European Commission has defined the following system users in Member States who are involved in preparation of a new aid notification: 

· Restricted User;

· User;

· Signatory;

· for additional active SANI system users the European Commission introduced an additional category – Read-Only User, who can read the information prepared in the system, but is unable to prepare or change information in the system.
6.4.1.3. SANI system users in Latvia
Developing the procedure for use of SANI system in Latvia division of competences in the State aid control field was maintained between the Ministry of Finance and Ministry of Agriculture. In Latvia, two Local System Administrators were appointed who grant user rights in SANI system – one in the Ministry of Finance, another in the Ministry of Agriculture. Local System Administrator of the Ministry of Finance grants user rights to system users who prepare State aid measure notifications in all sectors, except for cases when a notification is prepared of agriculture products set forth in Annex 1 of the EC Treaty, and of aid to fisheries and forestry products. Local System Administrator grants user rights to the following system users:  
· Restricted User;

· User;

· Signatory;

· Read-Only User.

Every civil servant (employee) of the Ministry, its subordinated institution, employee of municipality or institution of the municipality can get system user rights if he/she is involved in the aid notification preparation, specification according to his/her job description or who is authorised to sign the prepared aid notification.  
Application for granting system user rights in a form annexed to Regulation of the Cabinet of Ministers No 100 adopted on 06.02.2007 should be submitted to the Ministry of Finance or the Ministry of Agriculture (according to competence). After receipt of the application the Local System Administrator of the Ministry of Finance or Ministry of Agriculture should register the new user in the system. After registration he/she receives in his/her e-mail an electronic message with a system user name and initial password which should be changed immediately, and the electronic message should be deleted. In SANI system the user can only perform actions according to requested user profile. The scope of user rights is set forth in Section II of Regulation of the Cabinet of Ministers No 100 adopted on 06.02.2007. In Latvia, there are 4 validators: 2 in the Ministry of Finance, 2 in the Ministry of Agriculture. 
6.4.1.3. SANI II system
Taking into account the experience accumulated, the European Commission has developed SANI II system. The European Commission opened it for Member States on 8 July 2007. 
SANI II User Manual is available here in Latvian and English:
http://www.fm.gov.lv/?lat/komercdarbibas_atbalsts/procesualie_noteikumi/informacijas_aprite_par_kontroles_jautajumiem/sani
Main changes introduced in SANI II system:
1) SANI II system is available in all languages of Member States. SANI I is available only in English. However to avoid confusion of user profiles, category titles in the system will be kept in English.
2) New SANI II system is envisaged also for submission of summary information about aid measures which according to conditions of the Commission regulations are exempted from the previous notification to the European Commission.
3) New SANI II system gives a possibility to create system user groups. The system gives a possibility to create 2 kinds of user groups: 

· Case team is made of institution representatives preparing the notification. When starting preparation of the notification the system user gives possibility to other representatives of the institution to follow the notification preparation process from the very beginning. Every user included in the notification preparation group can look at the notification in any stage, and every time when any of group members makes amendments to the notification receives a message in personal e-mail. New group member can be included and existing group member can be excluded at any notification preparation stage. Mandatory requirement: when the notification in the system is finished at least one Signatory should be included in the user group; however when signing the notification in the system at least one Validator should be included in the user group. 

· Special user group is created by the Local System Administrator. Establishment of special user groups gives a possibility to group registered SANI II system users. Respectively, when preparing a notification it is possible to include the whole notification preparation group at the same time, thus all members of particular group get access to particular notification. 
6.4.2. PKI encoded e-mail system
Correspondence between the European Commission and Member State about the State aid notification submitted, as well as other issues related to the State aid is done through PKI (public key infrastructure) encoded e-mail system. SANI system has been established to submit notification of planned aid measures to the European Commission. After approval of the notification every user of the system can get acquainted with the notification prepared. Since in some cases the information related to the notification can be a commercial secret, then for submission of such information the Member State can use PKI system, i.e., the Member State can submit limited access information related to particular aid notification through the encoded e-mail system established by the European Commission. In addition, PKI system is used for:
·  further correspondence between the European Commission and Member State about the notification submitted;
·  information exchange with the European Union in case of complaints received;
·  information exchange about other issues related to the State aid. 

In the European Commission special e-mail addresses have been created within PKI encoded e-mail system in the following DGs:
· DG Competition [communication with this DG is under the competence of the MoF];

· DG Agriculture and Rural Development [communication with this DG is under the competence of the MoA];

· DG Fisheries and Maritime Affairs [communication with this DG is under the competence of the MoA].

In Latvia special e-mail addresses have been created within PKI encoded e-mail system in the following institutions:
· one in the Ministry of Finance and one in the Ministry of Agriculture;

· two in Permanent Representation of the Republic of Latvia to the EU (one for information exchange about issues in the State aid control field under the competence of the Ministry of Finance, another for information exchange about issues in the State aid control field under the competence of the Ministry of Agriculture).
7. Preparation of reports on the State aid 
Preparation of reports on the State aid is very important not only in terms of fulfilling international requirements (in order to show that existing State aid policy is not distorting competition), but also in terms of each Member State’s domestic needs – in order to evaluate the effectiveness of the State aid policy, as well as for prevention of competition distortions in the internal market.   
7.1. Preparation of reports on the State aid granted in Latvia till the accession of Latvia to the EU
To increase the level of transparency in State aid cases the State Aid Control Department (acting as a secretariat of the State Aid Surveillance Commission till May 1, 2004) every year prepared annual report on State aid amounts granted to entrepreneurial activities. Reports covered state aid granted to the following sectors – manufacturing, agriculture, fisheries, transport and financial services. Moreover, reports contained also data on the State aid granted for tourism, radio and television, employment and training. In reports the aid amounts granted within “multi-sector” aid programmes were precisely divided by key aid goals or main beneficiary sectors, therefore ensuring full compatibility with surveys published by the European Commission.     

Annual reports on the State aid are available on the web site of the Ministry of Finance or in the State Aid Control Department of the Ministry of Finance.  

7.2. Preparation of reports on the State aid granted in Latvia after accession of Latvia to the EU
According to Article 6(1) of the Commission Regulation (EC) No 794/2004 of 21 April 2004 implementing Council Regulation (EC) No 659/1999 laying down detailed rules for the application of Article 93 of the EC Treaty each Member State shall transmit its annual reports on all State aid measures existing in the country in the last calendar year to the Commission in electronic form no later than 30 June of the year following the year to which the report relates. Information should be submitted in a standard form attached to the Council Regulation as Annex IIIA. Therefore reports ensure possibility to compare the amount of aid granted and trends of granting the aid in the EU, as well as to make necessary conclusions for further development of the Stat aid control system in the EU.

Every year the European Commission sends to Member State a letter with partially prepared report on existing aid measures in the Member State and a date the Member State should submit electronically a fully prepared annual report to the European Commission. Thus every year the Ministry of Finance prepares information requests to institutions involved in granting of the State aid to submit necessary data on existing aid measures under their competences, collects information received from institutions and prepares the annual report for submission to the European Commission.   
8. Useful documents and links related to State aid control

· Vademecum on State aid rules:
http://ec.europa.eu/competition/state_aid/studies_reports/vademecum_on_rules_09_2008_lv.pdf
· Handbook on State aid rules for SMEs: http://ec.europa.eu/competition/state_aid/studies_reports/sme_handbook_lv.pdf
· NACE codes: 
http://www.csb.gov.lv/node/29900/list
· Topical news in the homepage of DG Competition:

http://ec.europa.eu/competition/state_aid/what_is_new/news.html
· Investment and Development Agency of Latvia: http://www.liaa.gov.lv/lv/sakumlapa/jaunumi/
· EEA financial mechanism and Norwegian financial mechanism: http://www.eeagrants.lv/projekti.htm
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