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Subject: AOB for the meeting of the Competitiveness Council of 28 May 2026 :

Undertakings in Difficulty under the General Block Exemption Regulation

- Information from the Netherlands, Czech Republic, Germany, Latvia,
Luxembourg, Poland, Slovakia and Spain

Request by the Netherlands, also on behalf of Czech, German, Latvian, Luxembourg, Polish,
Slovak, and Spanish delegations, for an AOB agenda item for the COMPET Council on the 28"
of May 2026

Undertakings in Difficulty

In the context of the ongoing revision of the EU State aid framework, including the General Block
Exemption Regulation (GBER), the Netherlands initiated and coordinated the group of seven other
Member States in calling for a revision of the definition of “Undertakings in Difficulty” (UID). The
joint statement on Undertakings in Difficulty under GBER was signed by the Czech Republic,
Germany, Latvia, Luxembourg, Poland, Slovakia, Spain, and the Netherlands.

The main problem is that the current UID definition has unintended consequences for companies
such as SMEs, start-ups, scale-ups, especially deep tech companies, and social enterprises. Start-
ups and scale-ups often formally qualify as “undertaking in difficulty”, despite having strong long-
term economic and often strategic potential, often also reflected by the ability to raise substantial
investments including quasi-equity. The existing rules create unnecessary administrative complexity
for both companies and implementing authorities. The revision of the current UID definition should
contribute to strengthening Europe’s competitiveness, innovation, and strategic autonomy.
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While the European Commission’s proposed GBER revision already introduces certain
exemptions for UID companies, the signatory Member States argue that these adjustments do
not provide a sufficiently structural solution. The joint statement therefore calls for more
fundamental revisions of the UID concept within the EU State aid framework:

1) Definition of UID — the signatory Member States advocate for the recognition of quasi-equity
financing as own funds within the meaning of the UID Definition. In modern investment practices
quasi equity is widely used and often indicates strong economic potential. It must be taken into
account to accurately assess a company’s financial viability. Otherwise financially viable
undertakings risk being wrongly classified as undertakings in difficulty.

2) Exemptions for the UID-Definition - the exemption for SMEs, start-ups, scale-ups from the
UID-test should be broadened to reflect the actual development stages of those enterprises, and to
ensure the definition is fit for purpose and proportionate, by:

- Enabling state aid for SMEs, start-ups and scale-ups by including aid for environmental
projects and extending the exemption period to 15 years. Also extending the current general
3-year exemption for SME from the UID regulation to at least 7 years.

- Reducing administrative burdens by

- including section V (aid with a social objective) for social enterprises in the Article
1(5) exemption, given their specific financial reality, smaller size and low risk of
market distortion, and

- including a ““safe harbor-exemption™ in Article 1 (5) of all aid under EUR 300.000
for all undertakings that qualify as undertaking in difficulty under Article 2, point 32

(a) or (b).
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ANNEX
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