AF#

%%
Ty

LS

- COMMISSION OF THE EUROPEAN COMMUNITIES

' Brussels, 19.03.1997
COM(T) 132 final |

97/ 0113 (ACC) .

Proposal fora ‘
" COUNCIL REGULATION (EC)

on aid fo certain ship‘yards l_ihder restructuring -

and amendiﬁg Council Regulation 3094/95

(presented by the Commission)


User
Rectangle

User
Rectangle


"'AsstatadmCounmlRegtﬂwon(EC)No lm&émerdwmnml%ofthewhcw
Directive on aid to shipbuilding (90/684/EEC, further called “the Bnrechve”)remm applwable
pmdxngtheenﬁymteforceofﬁxe@ECDShnﬁmlﬁmAgrwneatandunﬂl3l December

1997 at the latest.

Under the Darectlve opemtmg aid granted to slupyards, mc!ndmg contract-related produeuon :
aid (whether direct or indirect)is subject to a common maximum aid ceiling. The only operating

~aid exempted from this ceiling are credit facilities complying with the 1981 OECD

Understanding on Export Credits for Ships (Ammttﬁ)andmdgramgdasdevdopmmt
ass:stancetodevelopmgcmmms(Amde47) |

Asregudsmveﬁmmmmemmvemesmmmmmbehnkedmammm
plan which does not involve any increase in the yard’s shipbuilding capacity or which must be
directly linked to a corresponding irreversible reduction incapacity of other yards in the

Member State concemed. 'Ihepzmcondxuonforclomaxdlsthaitheresxﬂhngcapaclty‘ :

reducnonnsofagemnneandmeversd}lewe

Apart from these general rules the Directive provided also for & number of time- limited -

_ derogauonsfomerthcmberStateswhlcharenowacpmd However, in a number of cases

the targets of the underlying restructuring programmes could not be achieved in the expected

time frame or new developments on the markets require further measures. It is for this reason

thaxanumberofMemberStatmhavemﬁtheComm:ssxonofplanstogrmaldmsuppoﬂ o

of necessary further restructurings of a number of shipyards. Theaxdprogrammmclude

vanousmeesmesthatarenotcompatiblemththemsung@mmmtymiw They could |

therefore only be approved by the Commission if the Council were to adapt an amendment of
the Regxlatlon which would in essence update prevmus derogations.

’Ihebackground andthetechmcaidetadsofthecasesoonmedmdescnbedmmxes 1
~ (Gennany) 2 (Greeee)and 3 (Spain) of this document.

‘ Accordmglymdmthehghtofthemformatmnprovxdedmt}wamexes lbo3ntlsproposed-

that the Council adopts, after consultation of the European Parliament and the Economic and

Social Committee, the attached “Council Regulation on aid to certain ShleMdS under

rwtmcmrmg and amending Council Regulaﬁon 3094/95.
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Proposal for a Council Regulation

on aid to certain shipyards under restructuring
and amending Council Regulation 3094/95

THE COUNCIL OF THE EUROPEAN UNION

Having regard to the Treaty establishing the European Community, and in particular Articles 92(3)(e)
and 113 thereof, ‘ |

Having regard to the proposal from the Commission,
Having regard to the opinion of the European Parliament,

Having regard to the opinion of the Economic and Social Committee,

Whereas by virtue of Council Regulation (EC) No. 3094/95', as last amended by Council Regulatidn
(EC) No. 1904/967 the provisions of Council Directive 90/684/EEC’, amended by Council Directiye
92/68/EEC* are applicable to aid to shipbuilding until either the OECD “Agreement respecting no

competitive conditions in the commercial shipbuilding and repair industry™ enters into force, or at the
latest until 31 December 1997, ' '

Whereas the shipbuilding industry is important for the mitigatior; of structural problems in a number J)f
regions of the Community, |

Whereas the direct application of the common maximum ceiling does not allow for the comprehensive
restructuring measures necessary in a number of shipyards in these regions and a special transitional
arrangement should therefore be introduced, -

(1]

Whereas it was acknowledged in Council Directive 92/68/EEC that the shipbuilding industry in th
territories of the former German Democratic Republic required urgent and comprehensive restructuri
in order to become competitive, a target which has not been fully achieved for two shipyards in th
envisaged restructuring period due to unforeseeable circumstances beyond control of these shipyards,

1]

Whereas in the case of the two shiyards located in the former German Democratic Republic a furth¢r
transitional arrangement is needed, in order to enable a completion of their restructurings, which sh:
allow them to comply subsequently with the aid rules applicable to the Community as a whole,

—

1 OYL332/1 of 30 December 1995

2 QJ L 251/5 of 3 October 1996

> OJ L 380/27 of 31 December 1990

1 QJ L 219/54 of 4 August 1992

$ COM (94) 460 final, of 3 November 1994
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Whereas the shipbuilding capacity in the territories of the former German Democratic Republic was
reduced to 327 000 cgt by 31 December 199SandwhereastheGennanGovermnentmadethe
eomnntmenttoensurethatthlsapacrtyhmrtauonlsﬁlllyrespectedat least until end of the year 2000,
and to extend this limitation until end of 2005 unless the Comlmssnon authorizes an carlier tennmanon
. of the capacity limitations;.

Whereas a further reducuon of shipbuilding capacity in Germany will arrive from the closure of the
Bremer Vulkan Werft in Bremen-Vegesack for newbulldmg before end of 1997 :

Whereas, mspnteoftheeﬁ‘ortsmadebythereekGovemmenttopnvauseallItSpubhcyan‘dsby
March 1993, the Hellenic shipyard was only sold in September 1995, toaco-operanveofltsworkers
theStaxehavmgkeptamajontyho!dmgofSI%fordefeneemtercsts

Whereas for the ﬁnanczal v:ab:hty of the mtructurmg of Hellemc shlpyard necessitates the provision. of
aid wlueh allows the company to write oﬁ' the debts accumulated before its delayed pnvatmt:on,

Whereas a further restruchn'ing of the publicly ow'ned yards in Spain is necessary so that cach of these
yards, being established as individual profit centers at full cost basis, will achieve ﬁnanclal ‘viability by
31 December 1998, . \

Whereas underthxs restructuring plantheremllbeaca.pacnyreductlon lntheseyards from 240,000
cgrt to 210,000 cgrt, complemented by the non-reopening to shipbuilding of the public yard at Astano -
(135,000 cgrt capacity) and by addmonal capacity reducttons elsewhere in Spmn amounting to a ﬂlrther
17,500 cgrt, S ,

Whereas no further a.ld for restructuring purposes (including loss compensations, loss guarantees and
rescue aid) will be made available to the shlpyards covered by this Regulation,



HAS ADOPTED THIS REGULATION

Article 1

=t

1. Notwithstanding the 'provisions of Council Regulation No. 3094/95, for the yards unde

W

restructuring specified in paragraphs (2) , (3) and (4) the Commission may _declar

W

additional operating aid compatible for the specific purposes and up to the amounts ther:
specified. ' '

. In the Territory of the former German Democratic Republic, operating aid for the perio
from 01 March 1996 until 31. December 1998 in favour of MTW-Schiffswerft an
Volkswerft Stralsund may be considered compat.iblewith the common market up to a tot
amount of 333 mio DM and 395 mio DM respectively. The said amounts comprise the ai
to facilitate the ﬁ;rther'operation of the yards, social aid, ’contract-related aid under th
“Wettbewerbshilfe” scheme and the aid equivalent of guarantees. For these -yards th
provisions of Chapter Il of Directive 90/684/EEC shall not be applicable during th
restructuring petiod with the exception of Article 4 paragraphs 6 and 7, and no othe

‘ operating aid may be paid for,works on contracts or losses in the relevant pericd. Fo

coﬁtraﬁts signed during the restructuring period but carried out after it, the community ruleq

on contract-related aid as valid on the day of contract signature shall apply.

. Aid in the the form of a waiver-of debts of “Hellenic shipyards”, up to the amount of GDR
54.525 billion, corresponding to debts related to civil work of the yard, as existing on 31
December 1991 and accrued by interest rateé and penalties until 31 January 1996 may bd
re'gm:ded as compatiblé with the Treaty. Apart from Article 5, all provisions of directive
90/684/EEC shall apply to this yard.. |

. Aid for the restructuring of the publicly-owned yards in Spain may be considered
compatible with the common market up to an amount of 135.028 billion pesetas in the

following forms:

o Interest payments of up to 62.028 billion pesetas in 1988-1994 on loans taken on tq
cover unpaid previously approved aid

» Tax credits in the period 1995-1999 of up to 58 billion pesetas
e Capital injection in 1997 of up to 15 billion pesetas
Al] other provisions of directive 90/684/EEC shalt apply to these yards.

ad



. Artice2

For the reetructunng prog‘ammes beneﬁthng ﬁ'om ald as provnded for in.-Article 1, the

notlﬁcatxon shall be complemented by a programme “for the monitoring of the actual use of |

* the investment and Operatmg aid,. comphance w1th the resttuctunng plan and enforcement of
capacxty hnutauons wh;ch is. acceptable to the Comnnss:on '

Art:ele 3

“This Regulation shall enter into force on the day followmg that of its pubhcauon in the 0ﬁcml‘ -

Journal of the European Comnnmlnes
It shall apply untif 31 December 1998. .

. This Regulation shall be binding in its entirety and directly applicable in all Member States.
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ANNEX 1

Derogation for Germany to grant aid towards the completion of the
restructuring of two east German shipyards

L Background

. 1. On 20 -July 1992 the Council adopted Directive 92/68/EEC amending Directive
90/684/EEC (Seventh Directive on aid to shipbuilding) by the addition of Article 10(a),
which provided for a derogation for the shipyards on the territory of the former German
Democratic Republic. The new Article 10(a) allowed the shipyards in the new Linder to be
exempted from the provisions applying to Community shipyards so as to allow them to
carry out an urgent and comprehensive restructuring to become competitive. In parallel the
German Government had to make sure that a genuine and irreversible reduction of 40% of
shipbuilding capacity is carried out by 31 December 1995. Consequently as from 1996 the
shipbuilding capacity in the said territory is limited to 327.000 cgt. -

2. At the time, there were still seven shipyards active in the said region, of which one, Neptun
Werft in Rostock) had been already closed for newbuildings and operates now as a repair
and conversion yard with an annual capacity limitation of 300 000 h/a. Another yard,
RoBlauer Schiffswerft was closed in the meantime. Consequently, five shipyards remain
active in the newbuilding of seagoing vessels in the region. In order to comply with the
requirement set out in Article 10(a) of a 40% capacity reduction, the German Government
allocated a specific capacity limitation to each of the yards which entered into force on 31
December 1995. The capacity limits of the various yards are as follows:

Table 1: Shipbuilding capacity in Mecklenburg-Vorpommern

Elbewerft Boizenburg _ : 22,000 cgt
Kvaerner Warnow Werft 85.000 cgt
MTW-Schiffswerft 100.000 cgt
Peene-Werft ' '35.000 cgt
Volkswerft Stralsund | 85.000 cgt
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3. The restructurings of Elbewerft Boizenburg, Kvaerner Warnow Werft and Peene-Werft
were completed as envisaged in 1995. These shipyards operate now under the common
Community rules. The two others, MTW-Schiffswerft (MTW) and Volkswerft Siralsund
(VW$) had been acquired by Bremer Vulkan Verbund (BVV). Their restructurings started
with some delay: In the case of MTW, it was temporarily planned to move the yard to a
new location. This was given up in spring 1994 and the actual restructuring began only in
autumn 1994, VWS was privatised only in 1993, therefore the first restructuring measures
started only at the end of that year. The two yards were therefore right in the middie of very
major construction works when BVV entered into severe financial difficulties in autumn
1995, which progressed to a failed debt composition procedure in February 1996, and a full
bankruptcy in May 1996.

4. Following their privatisation both yards received for their restructurings state aid which waj
authorized by the Commission in tranches. A total of 597.2 mio DM in operating aid wa
authorized for MTW under aid N 692/B/91 of 20 December 1992 and aid N 692/1/91 of 11

1¢



1.

~May 1994. A@total of 288. 8 mio. DM of the planned 382.2 mio DM in mvestment ald and
.'18.0 mio. DM in closure aid were authonzed on 20 December 1992 (N 692/B/91) and 20
September 1995 (N 572/95). In the case of VWS, an amount of 680.5 mio DM in operatmg -
aid was authorized on 21 December 1993 under aid N 692/F/91. A total of 309.6 mio. DM _
oftheplmmed3987mvestmentardand8 1 of the 8.5 mio. DM closure:aid were authorized
- on 21 December 1993 (N 692/F/91)—, 2l Jane 1995 (N 84/95) and 14 November 1995 (N
801/95). - -
. According to. the provrsrens of Artu:le IO(a) df the Drrectrve and the Commission’ S
~ decisions to authorize the aid, the aid payments had to be strictly limited to the acfivities of
. these yards. Reports of independent auditors were required to ensure that this “spill-over”
prohlblthn was fully respected. As descnbed in full detail in' the “Commission notice.

pursuant to Article 93(2) of the EC Treaty to other Member States and interested partieson - :

the spill-over-of restructuring aid for MTW- Schiffswerft and Volkswerft to other Bremer
- Vulkan Verbund AG undertakings™' a substantial part of the aid was, however, misused.
" According to the report. of an auchtmg firm engaged by the German pnvatrsatron agency
- BvS for an investigation on the origin and the fate of the funds of the two yards, which had -
~ been placed in the central cash management system of the BVV group, the srtuatron is as
follounng (a]l amounts in mw DM) , _

Tahle 2: Splll-over of mtructurmg aid form M’IW and VWS (all amounts in mlo DM)

To_talou‘tstandingplacedinl - o sm2yp 0 2689
the cash-concentration {per- | - - o T,
21.2.1996) . ' - -- | L
e of which: | - e RS
__Investment aid - 5831 L 36.8
_ operatingaid - - | 2681 - 2 60.7)
closureaid.” B 150 0.0
 subtotal authonsed ald 3249 . 915
_unauthorised aid ., 120.8° | - IR
. -accrued interestandmon | = BLT| o 947
aid related transfers L ‘ :

5. Hence, the two yards had placed 846.1 mio DM in the cash concentration system at the time
when BVV had to apply for a debt composition procedure. Participation in the cash
concentration system had been rmposed by BVV on the yards. ‘The management of the
shipyards had virtually no influence on’ these placements. Claims for a ‘recovery’ of the
money have keen filed under the bankruptcy procedure. In addition, members of the former

managément of BVV are sued under crintinal and civil law, and' parliamentary investigations :

have been launched to obtain a full clarification about these massive financial irregularities.
The Commission has extended the current investigation procedure in order to find out if a
decision should be taken on a recovery of part of the misused funds from the eﬁ‘ectrve

_ beneﬁctanes either daughter compames or ﬁrms lmked otherwrse tothe BVV group

lOJNo ClSOof24Mayl996 forextcnsmnofprucedurewmpareOINoC6Soflehl997 .
? includes mmtmentloanof1124nuoDM“1uchmsfmesem1mderongmﬂudpmgmnmehndxshmedmﬂmm
approvalﬁmutheCommlssmn. '
% includes 704rmeDMmvestmcntatdfmmunderﬂtemigmalmdprogmmebutdisbmedonalmbammorm
the authorisation of the Commission . _ ' :
* For reference compare. footnote l



IL. The development of MTW Schiffswerft and Volkswerft Stralsund since February
1996

- 6. When the Bremer Vulkan group collapsed end of February 1996 the two yards were left jn
the middle of the restructuring with hardly any liquidity. For technical and commerci
reasons neither the large scale construction works nor construction -of ships could be
stopped in this phase, if the yards should retain a chance for survival. Construction financing
for the ships could be secured to a large extent through loans from commercial banks whi¢h
were secured by mortgages on the ships and in part by construction financing guarantess.
The extension of the Mecklenburg-Vorpommern guaraiitce scheme to provide this type pf
guarantees was authorised by the Commission end of February 1996 (state aid case no.
107/96)°
Funds for a continuation of the physical restructuring and for the covering of operative
losses could in the first phase only be secured by the advanced sale of land no longer
needed. In the case of MTW part of the investments could be financed by the release of a-
last tranche of 48.4 mio DM restructuring aid for MTW from a blocked account (state 4i
no. N 207/96)°. .

. To secure progress of works on the yards BvS provided a mumber of short-term loans sintg
May 1996. The German government took the line that these loans could not be consider
as new state aid. First they were meant to replace approved state aid for the restructuring jof
the yards which had not become effective on the market because it was misused, and secopd
as the loans had been given on market terms. The Commission did not follow these
arguments: In its decision of 10 December 1996 to open the Art. 93(2) procedure’ it ar
that the investigations on the misuse of aid evidenced that the original payments wdre
received by the yards and were cleatly state aid, even if they were subsequently misus¢d.
Nor- could it be accepted that the loans were given on market conditions when it
evident that no commercial bank would have prowded such loans whose repayment| is
unsecured.

. The Land Mecklenburg-Vorpommern and BvS managed finally to separate the yards from
BVYV after a politically and legally complicated procedure in spring and summer 1996. Since
then, the two yards are owned by the Land® and BvS in expectation of a subsequent
privatisation. A consulting company was commissioned by BvS to undertake a fundamerital
review of the current restructuring concepts. In essence, the consultants came to the
conclusion that in order to serure viability of the yards major organisational changes
implementation of various cost-cutting measures was needed. The employment guarantges
until 1996/97 under the original privatisation agreements were no longer tenable, but a
drastic reduction of personnel was unavoidable. In view of the advanced stage of the
construction works, however, only minor modxﬁcat:ons of the investment programme
possible.

. The notification of the state aid for the continuation of the restructuring was deleyed dug to
difficulties to reach an agreement on the financing between the new owners. A first
notification was received by the Commission on 3 September 1996. It was however

* 0J No. C 150/96 of 24 May 96

¢ OJ No.C 215/96 of 25 July 96.

7 State aid cases nos. NN 102/103/96, OJ No. ......(publication in preparation) In total loans amounting to 105 mio DM
were committed for MTW and 195 mio DM to VWS

® In the case of VWS, the city of Stralsund continues to hold 11% of equlty However the c;ty is not mvolved in the further

financing of thc restructurmg
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mcomplete, in parucular as some key mformaﬂon coneermng the planned operatmg aidand
the foreseen arrangements for a new privatisation were missing. Apart from ‘that the
Commission felt that some -assumptions determining the expected viability of the -
. - restructuring concepts could be questioned. With letter of 16 September 1996 the
. Commission asked therefore for fiirther information and announced that it would have some
aspects of the restrucmmg ﬁrms revnewed by an independent oonsultant . :

IOTheconmﬂtmtmsltedthetwo yardsendofOctober 1996. Inhxs report hecameto the
conclusion that the investments undertaken were in line with the investment plan approved
- by the Commission under the original restructuring. The investments: should, once they are
completed, allow to achieve the productivity levels envisaged provided that the planned
organisationa! ‘changes are fully implemented. The consultant cautioned, however, that
_commeraalvmbxhtyespecmuyofVolkswetﬁwxlldepcndverynmchonwhcﬂmthsyards '
‘are successfsl in building more sophisticated ships than the container ships on which they
have to focus during the restructuring period. Success in this new product mix required
_however sufficient marketing and design capacity. This can either be provided from outside
. in the case of a take-over by ‘an experienced shipbuilder. Otherwise it has to be pronded in-
house. by the yards. The Commission communicated these findings to the German
government and requested:that this, sanwasanumberofotherismes wastobeaddressed
mtherevnsednot:ﬁcanon ST | .

In response to the questlona and obsammons from the Commission the Gennangovemmem
prov:ded revised nouﬁcatwns in mid January 1997 upon which the further text 1s based :

IIL The new restruéturihg’ plails, an_d i:he. ,_envinged -éid programmé' :

11 BvS commissioned speclahsed consultants and an mtematlona! merchant bank with the
preparation of a new privatisation of the yards, In order to contact potential investors world
'wide, detailed documents were prepared These were sent out to a wide range of potential
investors, which are considered qualified. A number of these showed interest and
preliminary discussions have beeni started, The German government feels that there are
good prospects to find one ore several buyers which-are willing to take over the yards and

to operate them successfully. In the worst case, however, a temporary stand-alone solution

is also considered.as viable, nomthstandmg the sincere intention to reach a privatisation.

For the time being the German government sees, however, no chance to indicate a definitive

timetable for the conclusion of the privatisations and their outcomes, the more so, as this

depends to a large degree on the declsnons of the Council and finally the Connmsmon on the
various state ald aspects



12.0bviously, the definitive production programme of the two yards will depend largely on the
results of a future privatisation as well. Especially if the buyer is an established shipbuilder,
he will allocate contracts to the yards in consideration of the combined production
capacmes of his group. The orderbooks for 1997/8 with their strong dominance of smaller
container ships reflect the technical limitations of the yards during the restructuring as the
dock of MTW and the shlphﬁ in the case of VWS are still under constructlon—- To a cerfain

steps to diversify their production programme, the more so as the container ship m
seems to be weakemng MTW obtained a contract on a medium size cruise vessel and
ice-breaking tankers and is in negotiation about further orders of this type. The efforts
diversification are less advanced in VWS, but first results have been as well by contracts

from the container sth market. Notwithstanding to this, the two yards with their mod
facilities expect to be able to produce container vessels at market pnces after full
completion of the restructuring.

13.The financial scope and'-the principal technical eleménts of the investment programrhes
remain almost unchanged. While the consultants of BvS reviewed the programmes in depth
in view of potential cost savings, they came to the conclusion that it was too late for mdjor
modifications. The vast majority of the contracts had already been placed and works have
started on all major investments. Apart from that, it was found that commercial viability of
the yards could not be achieved without the investments. This argument is particularly
important for VWS which needed to be changed from a yard equipped for fishing vessels to
a modern multi-purpose yard for larger ships. According to the revised estimates, total
investment costs will increase by about 7% in comparison to the plans in 1992/3. In bpth -
yards part of the cost increase is caused by claims of contractors related to the collaps¢ of
BVV(eg claims for interruptions of works and for late payments). In the case of MTW the
remainder was caused by difficult subsoil conditions, while in the case of VWS (the
investment programme was slightly modified to ‘increase the flexibility of the yard. The
following table gives an overview of the old and new investment budget.




 Table Stlnv&tmehts of MTW and VWS

Total mvestments foreseen under the S se2p 6370
original restructuring programme - ' - C :
(1992/93) -

{ cost increases and modlﬁcatlons ' o 360 _420]

| Total investments foreseen underthe . | 5982 - . . 6190] _. _
1 revised reetructunng programme (199’7) o ' _ ' S |
w/o contmgenctes '

of which S Jo B SRS o
paid until end 1995 .y 2335 - -l 2864

- paid in 1996 (provisional) 1 1481 . 158.7
to be paid in 1997 1696 - | 1151

to be paid 1998- o 470 . 478

|to be paid 1999/00 - - 60 198

confingencies 1 200 - 87

The above table shows that the i mvestments are already very advanced and that the
programmes will be virtually completed by end of 1998.

14. While the changes in the mvestment programmes are relatlvely minor, the ﬁnancmg of the
. costs changes fundamentally: First, the own contribution ‘which was expécted from BVV
has now to. be met by the state as new owner. Second, the shortfall due to the misuse of .
some .of the investment md has to be met frorn the state as well In an overview the total .
ﬁnancmg srtuatlon 18 therefore as followmg : '



Table 4: Financing of the investments of MTW and VWS

MTW

' ' VWS
Total investments foreseen 6182 N ,
(with contingencies) -

87.7

total (cash) investment aid released under ' 288.8
| the original programme until end 1995

380.0

“of which misused T 553

-107.2°

investment aid actually received and used o 2335
under the original restructuring
rogrammes until end [995

372.8

_| financed from own sources (1995/6) 109 . 13.6

residual funds of original programme ' 48.4 -
released in April 1996 . '
(state aid case no. N 207/96)

new funding envisaged ’ _ 325.4 . 401.4

of which ‘ ‘

{on concessional conditions)”® -

Loans from BvS/Land MV 129.4 ' 1147.0 .

=

_ _ Grant aid (Inv.-Zuschiisse) 11760 - 245.7

- Contingencies (potential. aid) { 20.0 ’ 87

15. The revised 'frestructuﬁng plans envisage a drastic reduction of labour costs to g

competitiveness. To-this end an agreement was reached with the staff on a substantial
reduction of wages. In addition, staff will be reduced in steps until end of 1999 from 2029
to 1128 in VWS and from 1859 to 1184 in MTW. It is argued that this reduction is caused
by the strict limitation of capacity and therefore production of the yards. At the same time
the increased competitive pressure forces the yards to limit staff to the absolute minimum.
The new and additional lay-off of personnel is very painful in the present situation of the
labour market. It is therefore to be assisted by a social package of 50.2 mio. DM in the
case of VWS and 26.5 mio. DM in the case of MTW. Payments under this package are

 strictly limited to severance payments (the amount varies according to social criteria) apd

costs for temporary employment in the communal sector and retraining to find
employment outside of shipbuilding. For this. purpose so-called “ABS-
Gesellschaften”(employment firms) have been created, same as in comparable cases in the
region, - - -

16. The operating aid given to the yards under the original restructuring progiamme had

basically three purpcses: (a) to cover losses under contracis concluded under the
regime (before 1.7.1990), (b) to cover losses on contracts to be handled during the
restracturing period (when productivity gains from the restructuring are not yet achieved
and production is impeded by thé reconstruction works) and (c) to provide a reasonablle
working capital base for the yards. The first reason is no longer relevant. However, the
second and the third are still relevant. .

? includes 70.4 mio DM investment aid which was paid as loan prior to release of aid by Commission (comp. C7/96)
1 The concessional elements consist of an interest free grace period of about 2 years and soft repayment terms
(7% interest + 1% repayment as from the year 2000)
! includes “Abgrenzung MwSt” DM 3.8 Mio

. _ : 7




The notifications show that both- yards face: conslderahle additional productxon costs until

“end of 1998 as key. components (mamly the dock arid the sh:phﬁs) of the mstailatlons are

not yet completed. -

In addition, the two yards were stnpped of all free hqmdrty and hqmdable assets in the
" course of the financial breakdown of BVV.and due to the misuse of funds, Hence they lost

'~ all their working capltal and all there reserves whlch. should have been med to cover

pending losses under existing contracts. .

On top of that they lost also some advance payimnts from cheﬂts through the cash

concentration system. As the yards have no working capital left and no securities to offer,

they have no access to bank financing unléss an external guarantee is prowded State .

guarantees are also needed fo secure advance payment and performance bonds as no
commercial bank is presently willing to provide such guarantees without a cash deposit or. -
~.a counter guarantee from the owners. According to_the notification, it.is planned. to .
address this problem first by the provision of state guarantees not only for the usual
construction financing but also for a workmg capital credit line and advance payment and -
' performance bonds. In case this proves to be not sufficient the notzﬁcatlon foresees that an
increase of equity by an amount of 50 mio DM in MTW and 60 mio DM in Vo]kswerﬂ-
will be prov:ded These amounts have therefore the character of contmgencles o '

SameasaiiotheryardsmGemanyMTWandVWS are to’ recewecontract relatedaldmthe .
form of grants under the “Wettbewerbshilfe”scheme.

In an overview the amounts of operatmg axd, mcludmg the social aid package descnbed above, .

are given in the follovnng tables o



Table 5: Total operating aid foreseen for MTW

1997

1996 1998 1999 2000 | 96/00
(act.)
A. Operating aid linked to
the restructuring . -
A.1 Aid to compensate excess 65.783 38.233| 24.051 0.0 -2.790 125.277
production cost : '

A.2 Social aid ' 2.817 5.520 10.920 4.500 2.790 26.547
Subtotal A 68.600 43753 | 34.971 4.500 0.0 151.324

B. Operating aid equivalent |

of guarantees :
B.1 construction financing’ 1.061 2.393 6.918 10.861 §{ 10.482 31.715
'B.2 advance payment bonds 0.0 3439 1.187 0.0 0.0 4.626
{ B.3 performance bonds 0.0 1.669 1.689 1176 | 0502 5.036
B.4 working capital credit line 0.0 1500 - 1.500 1.500 1.500 6.000
Subtotal B : 1.061 9.001 11.294 13.537 12.484 - 47.377
C Wettbewerbshilfe 25.445 41513 | 29.227 17.842 7.244 121.271
' - Total operating aid 95.106- 94267 | 75.492 35.879 19.728 320472
(without contingency) N
For ease of reference: - 544322 | 562.493 | 485.992 | 493.479 | 474796 | 2.561.082
turnover
total md/turnover in period 17
1996/98 .
D. Contingency
potential Increase of working 50.p00
capital through increase of
equity
Total operating aid including 370.472
contingency

2 contract related aid, aid equivalent 10% p a. of guaranteed amount, in accordance of the “10% rule™ applicable in the

sh1pbmldmg sector

3 Gross turnover +/- works in progress, minus “Wettbewerbshllfe




1998

'2_‘000" .

<1 1996 1997 1999 96/00

L l(act) ' e
A Operatmg aid linked to
the restructuring N Co E .
A.1 Aid to compensate excess | 65.042 | . 57.631 5.365 -0.09 - 0.0] 128.029

‘| production cost -' ' . : e R
A.2 Social aid 52331 35772] 9.091 009! o0l -s50186)
A.3 Claims against " 00] 00| 38407] 00|  0.0]. 38407
Subtotal A - -70.275] 93.403 | 52.863 0.0 0] 216541
B. Operating aid eqmvalent . B | ' ' '
of guarantees - L S : ' - i D .
'B:1 construction financing 1.500° | - 13.200]| 13.540] 10.950 8.510 46.200
B.2 advance payment bonds : 00| 2589 1.224 0.0 001  3.813
B.3 performance bonds 0.0 2.800 2.800|s 2800 -1.400 - 9.800
B.4 working capital credit lme 00 1.500] - 1.500] 1.500| . 1.500 6.000

{ Subtotal B : 1.500| : 20.089 19,064 15.250{ 11410 67.313
C Wetthewerbshilfe 8.653 31.018] 23854 15.144 6.648 | 85.317 ]
Total operating aid 80.428 1 144.510 05781 | 30394  18.058 369.171
For ease of reference: | 399.512| 418.617| 400.049| 361.581 | 338.654) 1.918413]
o 16 , . _ _ _
total aid / turnover (%) in
pertod 1996/98

| D. Contingency )
potential increase of working 60,000
capital through i increase of -
equity ' -
Total operating aid including 429.171

contingency

In the case of MTW the total new operating aid linked to the restructuring'” amounts to 167.5

* mio. DM and is considerably less than the amount of operating aid under the old programme
which got misused. In the case of VWS the amount of new operating aid linked to the
- restructuring is 2236.2 mio: DM, against 60.7 mio. DM misused. The tables above show
further that dué to the new operating aid the ceiling is exceeded in the period 1996/98 while |
 the current ceiling would be respected in 1999 and 2000 unless the commgency amounts wnll
be pald in one of these years. :

17. Accordmg to the new restructuﬁhg concept, BQS and the Land Mecklenburg-
Vorpommern finance. as new owners the completion of the restructuring. Insofar they
~ adopt the role of Bremer Vulkan Verburid (BVV). In parallel all claims of the yards

* ! The nature and the justification of these claims is still under examination by BvS, according to the notification the
clalms are related to social md for 1995 and unrecoverables from Schiffscommerz -
'3 preliminary estimate )
8 for definition cp. footnote 10 7 '
7 Le. total aid (before contingency) minus. Wettbewabslmfe and construction ﬁnnncmg guarantees. These two items are to
be deducted as these forms ot‘ aid are avmlable for all German yards up to the axd mtetimty of the ceiling.
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against BVV which were filed under the bankruptcy procedure (846.1 mio DM see point
above) are ceded to BvS, and BvS waives all claims against the yards. Such claims exi

concerning;

-- an investment loan of 112.4 mio DM given by Treuhandanstalt (now BvS) to
which was not used for investments but was transferred to BVV -

- investment aid on an amount of 70.4 mio DM and 0.4 mio.DM closure aid forese
under the original aid budget of Volkswerft but disbursed as a loan from BvS prior t
the release by the Commission and misused in the cash-concentration system

- regional development aid provided under the “Gemeinschaftsaufgabe” scheme on
amount of 8.15 mio DM (MTW) and 6.3 mio. DM (VWS) which should have bee
retransferred to BvS but were placed in the cash-concentration system of BVV?E,

By this arrangement it is avoided that the financial situation of the yards is influenced b

any repayments potentially made at the end of the bankruptcy procedure of BVV whic|

will now be made in favour of BvS and not to the yards. At the same time it is avoided th4t
the budget is inflated by provisions for repayments of the above claims which would ha
to be financed by the recipient BvS, what obviously would make little sense.

18. The German government gave the undertaking that no further restructuring aid, resc
aid, loss compensation or aid for privatization on top of the amounts notified now will
provided for the yards. If one compares finally the amounts of the yards lost in the ca
concentration system and the total amounts now needed for the completion for t

- restructuring the situation is as following:

Table 7: Comparison of misused funds and new aid recjuired (mio DM)

amounts lost in the cash

concentration system

of which 324.9 97.5 4224
authorised aid _ :

total new aid notified” 449.3 | 590.3 1039.4
of which '

investment aid 231.8 2041 525.9
new social aid 26.5 50.2 76.7
operating aid 141.0 186.0 327.
potential increase of equity . 50.0 60.0 110.0 |
(contingency operating aid)

'® additional amounts of 5.65 mio DM (MTW) and 6.0 mio. DM (VWS) were used for investment financing in early 199f;
these are contairted in the investment budget
" Aid intensities and aid equivalents as calculated by the Commission (compare Tables 4/5/6)
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IV. The COmlhiss_iqn .Prohosa! -

19.In the: eiplanatory memorandum to the proposal of the Cemmlssmn for the later Council
Directive 92/68/EEC which provxded the spec:al rules for the restructuring of the shipy4rds

" located in the former GDR,® the’ commission set out that a balance had:to be found . |

between the regional development and employment interests, for which-the modernisation
of east German shipbuilding is desired and the possible negative influénce on the .
corapetition situation of other Commumty yards resulting from the aid given for the
modernisation. This general principle applied by the Commission and the Council in all
major restructuring cases, in particular when a derogation under the resgecnve Directive on

- aid to shipbuilding is required, has to be applied concerning the new restructuring
programmes for MTW and VWS as well, An application of Article 92,2 (c) of the Treaty is
considered as not appmpnate by the Commission. This legal proﬂs:on was not invoked for
the original programme. It is not appropriate to apply this provision in the new case as the"
need for continued aid does not resuit from the partmon of Germany but the particular
rmshaps described above The Commission can accept that many of the arguments of the
original derogation are still valid. ‘Nevertheless, a review is called for in the hght of the |
developments i in the past few years. :

20.The structural problems in Mecldenburg—Vorpommem pers:st Alteast German Linder are
"~ now classified as reglons to be considered under Article 92, 3 (a) as areas where the
standard of living is abnormally low and where there is serious unemployment. In fact,
Mecklenburg-Vorpommern is the poorest Land in the east of Germany. As the number of"
jobs in agriculture and-industry-decreased further $ince 1992, the unemployment rate of
18.0 % is far higher than on average in Germany and the Community, and that, although
the region faced a high level of emigration in the past few years. According to recent
forecasts economic growth will be very limited in the next years. This general picture
applies also to Wismar the location of MTW and Stralsund the location of VWS. In both
regions the shipyards are the principal employers and large parts of the local econumy are
linked to them. A closure of the shipyards would be for both cities a disaster as the
perspectives to create néw local employment are bieak in general, and even more $o for the
speclahzed staﬂ‘ of the shipyards.

21. The perspecnves for Community shlpbulldmg for the next few years look less posxtxve than -
in 1991/92. The sector is plagued by persisting overcapacities as new capacities come up
mainly in Korea and China, and the price level for new ships remains depressed. This has
created severe difficulties for a number of Community yards-in the recent past and in qt.‘te ‘
a few cases these difficulties continue. -

™ SEC (92) 991 final, dated 25 May 1992.
. ] L ~ - . 12



24.A major part of the aid to be given for a completion of the restructurings replaces aid whi¢h

25.As set out in Chapter III of the Seventh Directive, the prime condition for restructuring 3id

22.0n the other hand, it would appear at this stage that the new aid for the completion of tHe

restructuring of MTW and VWS will have no new impacts on competition in comparison
the originally approved programme. The capacity fimitations of 100000 cgt for MTW
85000 cgt remain unchanged. They are in force since 1 January 1996 and will be applicable
for the same period as stipulated under Article 7 of the Seventh Directive {i.e, minimym |5
years, maximum 10 years). The actual production in the years 1995 and 1996 was less th
'10% below this capacity limitation, as the yards tried to compensate their reduced technic
production capacities during the restructuring by a higher staff input than which will e

~ realised later. It seems therefore reasonable to assume that the impact of the continuatidn

and completion of the restructurings on the market will be very limited.

23 In this context, it may be also conmdered that the German government announced that the

Bremer Vulkan Werft in Bremen-Vegesack will be closed totally for newbuxldmg f
merchant ships as from summer 1997. Before the start of the financial crisis of the grou
this yard employed almost 2000 staff. It is equipped with two dry docks and thrée slipways.
The first dry dock has a dimension of 337m by 57m for construction of vessels of of up {o
300 000 dwt. The second dry dock is covered and has a dimension of 170m by 25m for
ships up to 25 000 dwt. Two of the three slipways are taken out of active use since 1988,

~ The third one can accommodate ships up to 250m length and 32m width. According fo

information from the yard, its total capacity amounts to 225 000 cgt. While this figure may
represent the maximum attainable capacity rather than the active capacity, it is clear that the
-closure of the Bremer Vulkan Werft will result in a substantial reduction of Germ
shipbuilding capacity.. In addition, German shipbuilding capacity will be reduced further by
a partial closure of Schichau Seebeckwerft in Bremerhaven. The court administrator and t
Land Bremen have, however, not yet taken a definitive position on the future of this yard jn
bankrupcy.

was originally already approved but was not used for the intended purpose as it was
misused. ‘In fact, from the investigations on the spill-over and misuse of aid”! it became
evident that the misuse occurred beyond the control of the yards but through actions of the
former management of their former mother company BVV. In addition, the yards lost own
funds due to these imposed tranfers. BvS has filed claims for repayment of the withdrawn
funds (not only the aid part) under the bankruptcy procedure of BVV, The Commission
investigates the recovery of the aid , seeking for the recovery of the misused aid from BVV,
and, if appropriate against companies formerly linked to the group who actually benefited
from a major part of the misused amounts. It would be difficult to reject consideration jof
any further restructuring aid, given that the yards were not responsible for the misuse of did
and that they and their staff faced already a substantial consequential damage, going
considerably beyond the scope of the misuse. Notwithstanding to this, the Commissipn
takes, however, the view that the aid foreseen for the completion of the restructurings needs
to be considered as new aid requiring a new authorisation. -

"to shipyards is the existence of a restructuring plan which does not involve an increase(in
the shipbuilding capacity. It is shown above, that the capacity of the yards will remain
unchanged. However, the more advanced understanding of the capacity concept for
shipyards and new practices in the industry, such as extended outsourcing and
subcontracting, leads to the conclusion that the capacity of a shipyard depends not only pn

2 State aid case no. C7/96 , for reference see footnote no 1 above
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the dimension of the key installations but also on the actual production programme and the
. organisation of productton The Commission and the German government agreed thefefore,
that the respect of the capacity limit of the east German yards will be enforced by a strict
control of production. The. Commission will seek techmcal ass:stance to check the results of

: the estabhshed momtormg system. . - . _ :

26. In contrast to the situation in 1992 very detailed restructunng plans are avallable now as

. the works are half completed: The financial calculations should therefore have a high degree -

" of accuracy. Remaining risks as regards the restructuring costs were addressed by the
provision of contingencies which will only be used if necessary. After completion of the

_ investments, both yards will have modern and flexible facilities which allow a high level of
‘productivity. The principal risks concerning the viability of the yards after restructuring are,

“however, less linked to the investments but to the development of the market and,
particularly in the case of VWS, the successful implementation of the reorganisation of the
yard, which is absolutely necessary for the achievement of competitive production costs.
Obviously the important market risks. typical for shipbuilding. canriot be eliniinated. Both.
yards have taken measures to reduce their dependency from container ships which is panly -
a heritage of the BVV period. .

- Diversification and reorganisation measures are more advanced in MTW In this case the
information provided shows convmvmgly that the enormous loss of 577 mio. DM placed in
the cash concentration system is the reason why further a.ld is needed Apart from that the

~ yard is reasonably well positioned on the market, :
In the case of VWS the situation is more complicated. It needs to be recalled that this yard |
had a difficult starting position as it was specialised on fishing vessels for the former Eastern
Block. It was only privatised in 1993 and needs a complete reorientation. It was clear from

~ the beginning ‘that considerable time would be needed for this process. In fact, the
privatisation agreement envisaged that the first phase of the restructuring to be financed
mainly from state aid would run until end -1997, while the second phase to be entirely
financed from BVV would run until 2005. Frém hindsight, some aspects of this phased
restructuring can be questioned. It is also clear that not only money but also valuable time
was lost due to the disturbances caused by the collapse of BVV. In areas like marketing:
VWS was much closer linked to BVV than MTW. Important changes in management took

‘place only some months ago. As set out in the notification and in the reports of the

" management consultants the steps taken in management and for rigorous cost control have
improved the yard’s perspectives. Diversification has however also its risks, mainly in form
of cost-overruns, but also as VWS is not yet fully established on the envisaged markets .

| Notw1thstandmg these - risks, the Commission can accept the revised restructuring
programme as realistic-and viable.The advanced status of construction needs to be taken in
consideration ‘as well: In view of the risks the Commission considers, however, the
continuation of the intensive monitoring, meanwhile established by BvS, for both yards as
indispensable. In addition, the Commission will take measures including visits of the sités to
monitor that the conditions of the aid and the capactty hmltataon are respected in agreement
with the Member State S

27.The Comtmssxcn takes the view that the entire enwsaged operating aid should be assessed _
under Chapter II of the Seventh Directive, even if the social aid ‘part is normally assessed -
under Article 7, and it could be argued that some of the aid foreseen to cover excess cost of
production during the restructuring is from a technical point of view directly linked to the
investments and should therefore considered as restructiring aid under Chapter III. The
reasons for that are, that for an application of Article 7 (Closure Aid) a partial or total
closure of the same yards is necessary. This condition is not met here. The excess costs of
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productlon during the restructuring are rather consequential costs than costs dlrectly linke
to the investment as required in Article 6(3).
The total en\nsaged operating aid needed for the completion of the restructurings exceeds i
the period 1996/98 the current ceiling of 9% of contract value before aid (Article 4) a
of turnover (Article 5) as set under the Seventh Directive. Therefore, a derogation from the -
provisions of chapter II of the Directive is necessary for this period. For reasons of leg
clarity, the Commission proposes further to stlpulate the maximum amounts of aid to b
permissable for the completion of each restructuring in the text of the derogation and not t
work with a ceiling expressed as a percentage of future turnover. While a certain flaxibili
for reallocation of amounts under the individual items is necessary due to’ changes i
contracts, no reallocation of the social aid or investment aid for other purposes shall b
possible In its evaluation of the notifications the Commission will assess the justifcation an
necessny'of the actual amounts of operating aid to be disbursed, and in particular the use o
the contmgencles

28.The investment aid foreseen for the completion of the restructurings will be evaluated unde

Article 6 of the Seventh Directive. As discussed above, this provxsmn requnres that the aid i
linked to a restructuring plan which does not involve any increase in the capacity of th
yards. In addition Article 6(3) requires that the aid intensity is justified by the extent of th
restructuring involved and that the aid is limited to supporting expenditure directly relate
to the investment. At this stage it can be said that the investment aid and the loans foresee
cover the direct costs for the physical modernisation of the yards. The investment plans ar
fully specified ‘and the wvast majority of the contracts for the works are unde
implementation. It appears that uncertainties about the final costs are therefore very limite
‘As part of its evaluation, the Commission will require evidence about the nawre an
amounts of the expenditure as a condition for release of the investment aid.

The aid intensity which was already exceptionally high under the original restructurin

* concepts increases further,; due to the fact that the originally envisaged contribution of th
private investor has now to be taken over by the state. As the yards have hardly any equit
Izft, and as the financial retumns of the investments are limited and volatile due to hi
sectoral risks, a financing of the investments on a loan basis is only partly possible. For thi
loan part the yards will pay interest from the year 2000. ‘

In view of the particular history of the projects, the Commission is at this stage of th
opinion that it could can approve the investment aid under Article 6 of the Sevent
Directive once the derogation has been approved by the Council for the operatmg ai
foreseen

29.The Commission tzkes note of the waiver of all claims from earlier loans to MTW an
VWS and out oi misused funds under the “Gemeinschaftsaufgabe” scheme, and of th
ceding of al! claims on deposits of the yards in tiie cash-concentration system of BVV to
BvS. ' .

14.3.97

% The ceiling of 4.5% for smaller vessels and for conversions can be disregarded here, as the yards will be hardly involved
in such contracts.




Derogatlon for Greece to grant ald towards the restructurmg and o
- privatization of the Hellemc shlpyard o

L. Bac round o

. Article 5 of the Councﬂ Directive 90/684/EEC prov1des for operatmg aid to- be granted -
for shipbuilding yards up to the ceiling for contract-related production aid which is
annually set by the Commission. This ¢eiling has remained unchanged at 4.5% and % -
of the contract value respectively for ship conversion and newbtmmng up to 10 MECU
and for n.ewbmldmgs equal or above 10 }VIECU -

Article 10 of the Du'ectlve excluded Greece from t'ms celhng and a]lowed operanng aid
to be paid by Greece to pubhc yards if linked to their pnvausauon until 31 12.1991.

IL

The Privatisation of Public shi ards in Greece Artlcle 10 of e
Dlrecttve 90[684[EEC '

On the basis of the undertakings given by the Greek deernnient that its public yards
would be- pnvatxsed by 31 March 1993, the Commission accepted, on 23 December
1992', that the write-off of the debts of the four yards concerned by Article 10 of the
Directive - in the amounts notified to 1t was compatlble with the prov151ons of Artlcle
10. . . ,

The Elefsis Sh1pya1'd was sold in July 19922 and the Naf51 Sthyard in 19933 Faﬂmg
the Greek Government to meet its commitments on time and after considerable delays, -
the Commission refused to prolong the deadline and initiated, on 16 February 1994*,
proceedmgs pursuant to art 93(2) EC in respect of the aid’ granted by Greece to the
remaining two yards, because Hellenic and Neonon were, at that time, still under State
ownership.

In summer 1994 the Greek Government succeeded to sell the Neorion Shipyard and ,
informed the Commission with a letter dated 19 October 1994. The Commission tried
to.show flexibility with respect of the repeated efforts of the Greek Government to find
a solution with the privatisation of the Hellenic but at the same time continued to
contemplate all legal possibilities to ensure the enforcement of the Directive. For this
reason, on 26 July 1995, the Commmsxon decided’, to close the procedure under
- Article 93(2) EC, with a. positive " decision for the aid to Neonon and a negative
" decision concernmg the aid to the Hellemc .

“However, at the request of the Greek Government claiming that the sale of the yard - |
was unmment, the Commission demded to suspend the nobﬁcatlon of that dec1s1on In

! .OJ No C 88, 30.3.93. :
sale already acknowledged in the Commission decision of 23.12.1992,
* as informed by the Greek Government by letter dated 2/6/93.

- *0FNoC138,20594. : .

3 PV(95) 1258, 26. ‘i 1995, SEC(95) 1322/2 24 7 95



its September meetings the Commlssxon put off tw1ce the execution of the July 1995
decision. ,

In September 1995, the Greek Government notified to the Commission the sale of 49%
- of the Hellenic Shipyard’s shares to a co-operative of the yard’s workers. By doing so
Greece made use of paragraph 3 of Article 10 of the Directive which allows- it to
maintain a 51% majority holding in one of the yards if justified by defence interests.
- The process of privatisation was completed on 31 January 1996, when the court of
Appeal in Athens ratified an agreement concluded between the creditors of the yards
and set the amounts and conditions for the write-off of the yard’s debts.

Following the sale of the yard, a business plan providing for the restructuring of the
yard and its modernisation has been put into place. The number of employees is going
to be reduced from 2966 to 2000 and, after a planned investment for its modernisation,
the yard is expected to return to profitability in 1998. As part of the privatisation and
restructuring process, in September 1996, following an open bid, the management of
- the yard was awarded to a private mdependent company. This private company has
been running the yard since then, with its main task to unplement the business plan.

The conditions for _the Commlssmn to approve the aid for debts’ write-off for the
Hellenic yard seemed to be met. However, the amount of debts to be written-off has,
as informed by the Greek Government, increased due to interests produced by the
existing debts on the 31.12.91 (GDR 44 billion) and accurnulated until 31.01.96. The

current debts of the yard amount to GDR 112.6 billion. Out of this amount, GDR |~
"11.765 billion concern current business of the yard and will remain in its accounts. |
GDR 46.355 billion correspond to credits for the building of military vessels, activity| -

which is outside the scope of the EC Treaty. This leaves GDR 54.525 billion, that the
Greek Government cannot write-off without the prior Commission’s approval. This
amount exceeds by GDR 10.525 billion the -aid approved by the Commission in 1992.

The new accrued debts (GDR 10.525 billion) are part of the liabilities of the yard.
Although related to the initial approved amount, the Commission considers that aid to
cover interests on an approved aid, but which was not paid, constitute new aid as long
as the potential aid beneficiary has not been released from his liabilities for the initial
debts. The Commission considers that the payment of the new amount would
correspond to operating aid. The- Directive does not provide for a legal basis to
approve such type of aid and Article 10 provided for such possibility only until the end
- of 1991. On the other hand the new aid cannot be approved, under Axticle 5 of the
- Directive, because the aid amount exceeds the applicable ceiling.

The Greek Government maintains that the aid is essential for the survival of the yard
and to sustain the effort made to complete the restructuring of the Greek shipbuilding]
sector. They stress the importance of securing the operation of reliable ship repairing
units in the eastern Mediterranean basin which constitutes a substantial market not
covered sufficiently in this sector.

The business plan prepared to allow the company to reach its viability, is already in
. Place but its success depends upon the effective and on time implementation of all
measures. It is based on the assumption that the debts of the yard will be written off ag
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, approved by the decision of the Greek Court of Appeal. An unportant mvestment plan

is foreseen to be shortly mpiemented n order to modernise the yard

It must also be’ noted that the uqcertamty regardmg the clearance of the yard’s debts

“makes the banking institutions reluctant to grant any furﬂ:er credit to the yard puttmg k

thus in nsk the whole restructurmg process

- L Assessmggt by the Qommrssron
The shlpbuﬂdmg mdustry is of strategic: nnportance for Greece due to the hrgh number

of workers involved (almost 9 000) and the geography of the country where most

eommumeatrons between the many 1slands depend on maritime transport.

The Commission acknowledges the 1mportant effort Greece has made by -try_mg to find -
~ a solution for the privatisation of all its yards within the framework of the Directive. -
For this reason, the Commission has accepted the delay in the disposal of the yards by -
sale but considers that the Directive does not provide a legal basis for it to approve aid -
above the amounts approved in 1992 whlch correspond to the debts exlstmg on

31.12.1991.

Consldermg, however, that the condiﬁons for the 'yard to become viable have been met

and in view of the social and strategic importance of that yard for the region and the

‘whole country, the Commission takes the view that it is reasonable to provide a basis :

for declaring compatible aid for debts’ write-off to cover the debts existing when the
~ privatisation took place and in the amounts as ratified by the Greek Court.
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Derogatlon for Spain to grant aid towards the restructurmg of the publicly-

N

1.2

1.3

1.4

1.5

. Background

400,000 cgrt to 370,000 cgrt).

* force, provides for a derogation for certain Member States, including Spain. Th

Annex 3

owned yards

During the closing stages of the negotiation of the OECD agreement respecting norm
competitive conditions in the commercial shipbuilding and shiprepair industry, Spai
outlined plans for additional restructuring of its shipbuilding industry, entailing furthe
substantial workforce reductions and a capaclty reductlon of 30,000 cgrt (fro

Accompanying note 1 to Annex II of the agreement which has not yet entered int

derogation provides that in Spain’s case restructuring aids up to 180 billion peseta
may be paid up until 31 December 1998, made up as follows:

(3) assistance for social measures;
(b)  assistance for restructuring costs incurred before the date of the agreement
committed by the Spanish Government, and approved by the Commission before tha

date, but have not been paid due to budgetary problems;

(c)  other assistance committed and paid on the basis of costs incurred before

January 1996 or investment assistance pald after 1 January 1996 (up to a maximum of'

10 billion pesetas).

In November 1995 the Spanisii authorities notified the Commission of its plans unde
the derogation to grant aids in support of the restri:cturing of the publicty-owned yard
within the Divisién d= Construccion Naval (DCN), up until 31 July 1995 part of th
Instituto Nacional de Industria (INI), but now part of the State owned holdmg Agencia
Industrial del Estado (AIE)

The aid notified was made up as follows:

_ billion pesetas
Outstanding previously approved loss '
compensation aid, but not paid due to
budgetary constraints, as at 31 December 1994 89.104
(capital + interest) '

Social aids 80
Investment 10

In December 1995 the Commssion decided:

L1

- to approve the 89.104 billion pesetas loss compensation aid as being in accordanc
with Article 5A of the shipbuilding aid directive (90/684/EEC as amended b*,r
Directive 94/73/EC)’,

0J C375 of 30 December 1994, p3
QJ C 75 of 15 March 1996, p. 2




1.6

1.7

138

19

21

- toopentheArtxcle93 2proceduremrespect ofproposed ﬁ.\turetaxcredlts amountmg'
to approximately 48 billion pesetas in the period 1995-1998 which could constitute an
‘additional aid; and

- -tocontumeltsprelumnm-yexammuonoftheremmmngaspectsofthecase(ﬂleso
~ billion pesetas social aid and 10 billion pesetas investment aid, plus additional

paymentstotallmgaﬁnther&bﬂhonp&setasapparmﬂyalreadymademthepenod B

1988 to 1994 to cover interest charges on unpaid loss compensatxon a1d, contract-
- related productlon ald and restmcturmg aud)

On 8 January 1997 the Commission decided to extend the Article 93.2 procedu:e in
order formally to mvestlgate the remaining aspects above; plus extraordinary payments
of 7.355 billion pesetas in 1991 and 1993, possible aids,since the plan was notified to

© enable the yards to continue to operate desplte mounting losses, and the compatlblhty

of the Astano yard’s activities with the condition attached to a 1991 aid authorisation’
that the yard should be closed to slnpbmldmg

Agamst.thls backgr_ound, during the course of February and early March, Spanish
Government has submitted supplementary information including a revised restructuring

‘plan together with further and updated details of the publlc ﬁnanclal assistance

measures mvolved - o

Since these measures include aid elements that are mcc"!patible with the shlpbuddmg '
aid directive, a derogation from the directive is necessary before these measures could

be approved by the Commission. -

- This 'cbmmunication outlines the Commission’s propoéals as regards such a derogation,

including the conditions that would be attached thereto.

The Spanish public yards _
According Itb information provided by the Spanish' authorities at the time of therequest for

* the OECD derogation, the public yards had a total capacity of 240,000 cgrt and comprised

three large yards (Puerto Real, Sevilla and Sestao) with a cpmbined -capacity- of 195,000
cgrt and three medium sized yards (Juliana and Batreras, plus Astander) with a combined
capacity of 45,000 cgrt. The balance of Spain’s 400,000 cgrt total shipbuilding capacity was

 in the private sector yards (21 yards), with a combined capacity of 160,000 cgrt.

OJ L351 of 31 December 1994,p10.
OJ C 53 of 22 February 1997, p. 3 -
Case C 26189, O C 66 of 14 March 1991, p. 10
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2.3

2.5

126

2.7

AESA Puerto Real Newbuilding
AESA Cadiz Repair and conversions
AESA Sevilla - Newbuilding
AESA Sestao Newbuilding

- Astander o Repair and conversions
Juliana S Newbuilding
Astano Offshore and repair
Barreras - ' - Newbuilding

1991 (case C 26/89) loss compensation aid to the public yards covering the years 1987 to

~ but not loss compensation aid).

pesetas respectively.

As at 31 December 1994 the public yards and their activities were as follows:

Astano, which had a capacity of 135,000 cgt, is supposed to be closed to newbuilding until
March 1997 as a condition of the 1991 loss compensation aid authonsatlon

Since Just prior to Spain’s accession to the Commumty there has been a number of
efforts to restructure the Spanish shipbuilding industry. Since 1984 there has been a
reduction in capacity from 1 million tons to cgrt to 400,000 cgrt as referred to
paragraph 2.1 above. During the same period there was a reduction in the workforce
from 40,000 to 14,750 (as at 31 December 1993).

To facilitate this restructuring process, under the Sixth and Seventh shipbuilding aid
directives up until 1 January 1992 Spain was exempted from the general operating aid rules
laid down under the directive, provided that the restructuring effort continued and the aid
level was progressively reduced. In addition to these aids, the Commission authorised in

1992 amounting to 126. 779 billion pesetas.

Despite the various measures taken, the publicly-owned yards continued to experience
serious financial problems due to a number of factors such as the prevailing difficult
market situation (characterised by a high level of under-activity at the yards) as well as
delays in the receipt of aid payments due to budgetary constraints.

The public yards have therefore continued to make substantial losses, as shown in the

following table

1990 1991 1992 1993 1994

Turnover 91,478 98,283 106,137 95,593 85,083
Net loss after tax 9,179 © 6,654 . 15,843 32,525 27,221

During this period the after tax losses were approximately 28% lower than losses
before tax since INI was able to use DCN’s losses to offset profits elsewhere in the
group, with DCN benefiting from the resulting tax credits. (The turnover figures
include aids received in the form of contract-related operating aid and restructuring aid,

Operating losses in 1995 and 1996 were of the order of 40 billion pesetas and 37 billion
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Agsinst this background, during the course of 1995 a further restructuring plan for the

~public yards was drawn up. Parts of this plan, particularly as regards workforce

reductions, have already been implemented as from 1 January 1996. Other elements of

| the ongmal plan have been remforced through addmonal measures. .

‘The ob]ectlve of the restructunng plan is a return to break even results by 1998 both at

the level of individual yards and at the level of DCN as a whole. The key elements of
the plan can be summarized as follows:

| - ‘- restructunng of the corporate structure so that each yard is treated asa separate

entity
. areduction\i‘n'costs of material supplies of 8%
- a reductlon in the workforce from 10,017 at the end of 1994 (compared with

over 25,000 in 1984) to 6100 at the end of 1998 (of which only 3789 will be
engaged in newbuildings)

- a wage -ﬁ'eeze in 1997 and 1998

- greater ﬂexrblhty in workmg practlces and mcreased employee mobility between S
' yards : .

- based on the current orderbook and ﬁntlter contracts signed and under
negotxatlon, to make optlmum use of available capacity

- investments in nnproved technology

- a35%incréasein newburldmg productmty (currently around 36 cgt per man '
year, compared with 16 cgt per man year in 1988)

- a reductron in financial charges to 4% of turnover

i

; Proposed Fmancnal Asslstgnc

It is proposed that these ﬁ.lrther restructunng measures would be underpmned by publrc
financial ass:stance totalling 179.104 billion. pesetas made up as follows :

-

| billion pesetas
() Socialaids 80
(ii) Investmentaids = - _ 10 :
(iii) Loss compensation from the past L 89.104



*

, | Social Aids |

| The social aids are broken down as tollows:

3.2 :
' : , billion pesetas -
Costs of workforce reductions prior - :
to 31 December 1995 5.229
Costs of subsequent workforce reductions . 65.777
Contingencies ' o 8.994
33 A lirge number of the workforce reductions have already been made, the current
: * workforce being around 7000. As at 31 December 1996, 66.816 billion pesetas of total
aid had already been paid, the balance of 13.184 billion pesetas forecast to be paid in
1997.
3.4 -~ The breakdown by yard of the workforce reductions will be as follows:
Yard Workforce Workforce - Reduction
end 1994 end 1998
Puerto Real ' : 2031 1390 641
Sestao , 2458 1230 1228
Sevilla - 679 364 315
Juliana 720 450 270
Barreras 454 355 99
Astano 1971 1180 791
Cadiz ' - 615 390. 225
Astander o 433 292 141
Corporate services etc. 656 449 207
Total 10017 - 6100 3917
Investment Aids
3.5  The investment aids totalling 10 billioh pesetas are due to be paid by the end of 1997

and cover a range of investments in a}i yards covering inter alia, integrated engineering
systems, improved production processes and product flows (including CAD/CAM),
establishment of research and development centre environmental measures etc. The
breakdown is as follows:

million pesetas
Technical information : 476
Plant modifications linked to improved product flows 2511
Improvement of the workshop installations and flows - 1327

Adaptations for new products 900
Improvements of slipways and docks 1034
Implementation of new technologies 660
Soldering equipment : 120
Improvements in environmental impact 1080
Improvements of auxiliary services 116
Improvement of plant’s services ‘ 516
Adaptation of stores ' : 77

e, e e e ——— b o W B s




Maintenance and replacement
Safety improvements =

* Quality control

Iniprovéments in information systems

Improvements in workshops and machines for repmrs '

Improvements in engine workshop
Engine tooling '
- Various -

TOTAL

277
237

26

36

170

227

85

125

10000



3.6

Loss compensation

3.7 -
~ pesetas covering the dnpaid balance as at 31 December 1994 of the 126.779 billion
pesetas loss compensation aid approved in 1991 for the years 1987 to 1992 but delayed
due to budgetary constraints, plus 24,908 billion pesetas covering the interest accrued
~ due to the delays in payment. This part of the aid package was approved by the
Commission in December 1995. The breakdown by yard for these outstanding
payments was due to be as follows: :
Billion pesetas
AESA " Barreras . Astano Juliana - Astander  -Total
1995 24.706 0.381 5.924 2.045 0.59 33.646
1996 30.194 0.104 1.579 1.580 0.468 '33.925
1997 12.244 0.210 3.025 0.719 - - 0461 16.659
1998 3.476 0 1.180 0.153  0.075 4.884
Total 70.610 0.695 "11.708 4.497 1.594 -89.104
38  According to the Spanish authorities, as at 31 December 1996 only 39.376 billion
pesetas had been paid. 47.047 billion pesetas is now scheduled for payment this year,
with the remaining balance (2.681 billion pesetas) to be paid in 1998.
'Other measures \
'39  In addition to the above measures, the Spanish authorities have informed the

the plan, an additional capital injection of 15 billion pesetas will be necessary.

The breakdown by yard of these investments will be as follows:

Yard _ bn PTAs
Puerto Real ‘ 1.75
Sestao 3.3
Sevilla : o 0.35
- Juliana 0.35
Barreras | : 0.3
Astano ' 1.85
Cadiz . 0.35
Astander - 0.25
Corporate services etc. | 15
TOTAL 10.0

The loss compensation aid of 89.104 billion pesetas is made up of 64.196 billion

Commission that in the light of forecast losses in 1997 higher than those assumed under]

Furthermore, the Yards will also ;eceive benefits from tax credits now estimated at 58
billion pesetas in the period up to end 1998 (up from the 48 bn pesetas figure subject tg
the Article 93.2 procedure).-

o
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4.1

4.3

(As noted above in paragraph 2.6, in the past DCN’s after tax losses were . reduced

" through the State shareholder INI, in accordance with normal Spanish practice in

relation to holdings, offsetting before tax losses against profits elsewhere in the group.
DCN obtained a share of the resulting tax credits. The DCN restructuring plan assumes

such credits will continue to be available in the future despite the fact that since 1

August 1995 DCN has formed part of the loss making state holdmg company AIE)

In addmon to these measures it appears that during the period 1988 to 1994 the yards
received additional payments totalling 62.068 billion pesetas to cover interest on loans

taken on to cover delays in the payment of previously approved aids. ‘This sum

comprises 24.325 billion pesetas relating to unpaid contract-related and restructuring
aid; and 37.703 billion pesetas to cover unpaid loss compensatron aid. The yards -also
received. extraordmary payments from INT totalling 7.355 billion pesetas in 1991 and
1993 to cover the costs of workforce reductions in those years [amountmg to 3.980

" billion pesetas (300 workers)]; and the costs of indemnities arising from the Amoco

Cadiz acldent in 1978, amountmg to 3 375 bllhon pesetas.

Capacity reductions

Under the restructuring plan it is proposed that a 30,000 cgrt capaclty reduction in the

pubhc yards- would be achieved with immediate effect through:

‘the cessation of newbulldmg at Astander (last vessel completed 1990) with the yard -

focussing exclusively on conversion and repair.

the closure of a dry dock (146.6 m x21.8 m) at Sestao

the non-utilisation of a dry dock (148.7 m x 22.5'm) at Sevilla
the closure of a slipway (60 m x 15 m) at Sevilla

the closure of a slipway (67 mx 14 m) at Barreras

This would result in total capacity in the pubhc yards reducmg from 240 000 cgrt to
- 210,000 cgrt; this being broken down by yard as follows

_ , cgrt -
- Current Proposed Reduction
Puerto Real 80,000 75,000 5,000
~ Sestao , : 85,000 75,000 - 10,000
Sevilla B - 30,000 23,000 - 7,000
~ Barreras - - 18,500 18,500 0
Juliana - 18,500 - 18,500 -0 :
Astander : 8,000 -0 - _8,000

240,000  210,000* 30,000

(* this overall capacity level would be respected, although variations at individual.
yards could be possible within the gverall level).

The Spanish authorities have: also grven an undertaking that the Astano- yard (capac:ty
135,000 cgrt), which in accordance with the 1991 aid authorisation referred to"at

paragrah 2.2 above could be reopened for shipbuilding as from the end of March 1997,

will remain closed for such act:vrtres
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Yard

Atlantico 10,000 1990
Ardeag 2,000 - 1993

Luzuriaga 2,500° 1995

‘Mallorca | 3,000 1995 | Repair

5.

5.1

5.2

53

" Viability

54

The Com_mission’g position

- whetherandto what extent the public financial measures involved constitute state

~  whether measures envisaged in the plan will iead to a return to viability for the

In addition there would be a capacity reduction of 17,500 cgrt reductlon in the private
sector yards through closures and/or changes of activity.

The private sector contribution would be as follows:

Capacity Year of closure New activities (if-any)
reduction (cgrt) (newbuilding) '

Total closure (dismantling
of installations)

Total closure (dismantling
of installations)

Change of owner; now
mainly = conversion/repair,
plus building small vessels

The need for a further restructuring of the publicly owned yards in Spain was
foreshadowed in the OECD agreement. \
Council Regulation 3094/95 is intended to give éffect to the state aid provisions of the
agreement. However in the absence of entry into force of the OECD agreement,
Council Reguilation 1904/96 states that the rules of the Seventh directive on aid to

shipbuilding (90/684/EEC, as most recently amended by directive: 94/73/EC) shall |.
continue to apply until the agreement enters into force and until 31 December 1997 at |

the latest.

It follows that in assessing this case the Commission, while being mindful of the history
of the provisions of the OECD agreement, should take the rules of the directive as its
pomt of departure. In particular in its approach the Commission needs to establish

aids and if so whether these are compatible with the shipbuilding directive

- whether the nature and extent of the capacity reductlons are sufficient counterpart
to the aid to minimise distortions to competition in general and to fuifill the
requirements of the directive (having regard also to the history of the OECD
derogation) in particular; and

yards (to obviate the need for further aids in future).

According to the Spanish authorities, if all the measures under the plan are
implemented in full, the yards should achieve viability very quickly, by the end of 1998.
In any event, if any individual yard does not return to viability by that date the yard(s)
concerned will not be paid any more aid except closure aid and contract-related aid

Reduced from 5,000 cgrt

s

T

[N
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5.7

5.8

59

5.10
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linked to ﬁxture contracts in accordance wnth then prevallmg rules for the slnpbmldmg

sector. The Commisslon considers at this stage that this provides a sufficient test of |

viability and will ensure that this is achieved by making it a condition of the aid
approval. This approval would also. be contingent on close monitoring by the

- Commission, if necessary assisted by independent experts, to ensurethatthenecessary R
level-of v:abxhty (ie break even) is achleved

As regards capacxty reductions, according to the Spanish authorities last year the public
- yards were operating at almost 100% capacity, produmng some 230,000 tons. The

reducuons pmposed can the;refore be regarded asa genume redl.ICthn inreal capacaty

- The Spamsh authorities have also undertaken that productlon at the ygrds will not
exceed the reduced capacity of 210,000 cgrt. The Commission will, assisted. by

independent experts, undertake a close monitoring of actual production levels to ensure

that this level of productlon is not exceeded. In accordance with the principles of

Article 7.1 of the directive this would be for a period of 10 years startmg from the date
of the Comrmssnon s eventual appmval of the aid package.

The Commlssmn also notes the undertaking of the Spam'sh authorities that the available
135,000 cgrt capacity of Astano will not reopen to shipbuilding. This will make a
further significant contribution since otherwise, notwithstanding the capacity reductions
proposed, there would be a large net increase in DCN’s overall capacity. ‘

" There remains however a question Over Astano’s activities in respect of floating:

production storage and oﬁloadmg vessels (FPSO’s), which have mcluded newbulldmgs
and conversions. .

The Spamsh authonnes consider that FPSOs are not vessels falling within the definition

of shipbuilding under the directive. They maintain that such vessels only have power
and steenng capability to maintain position and to move around the production area
and require tugs to move greater distances. However, the Commission at this stage

~ continues to have doubts. In its view, FPSOs are metal-hulled seagoing vessels falling

within the directive unless the completed vessel is incapable of directed movement
except by external assistance or methods such as wmdlass and anchors

The Cownussxon therefore at this stage intends to seek mdependent technical adv1ce 50
that the issue of FPSOs can be examined further within the context of discussion thxs
Autumn on future aid policy for the sh:pbuxldmg sector.

Public financial assis tance

5.11

5.12

As noted in paragraph 3.1 above, apaft from the 89.104 billion pesetas loss -

compensation aid already approved by the Commission under Article 5A of the
directive, the notified aid measures _comprised soclal axds of 80 bﬂhon pesetas and

investment aids of 10 bllhOl'l pesetas.

So far as the social mds are concerned, Article 7 of the directive states inter alia that |

social aids to defray the normal costs resulting from the partial or total closure of

shipbuilding or ship repair yards may be considered compatible with the common

- 10

%



5.13

5.14

5.15

5.16

5.17

5.18

5.19

5.20

market provided that the capacity reductions resulting from such aid are of a genuine
and irreversible nature. This condition appears at this stage to be fulfiied in this case,
Similarly the unnotified 3.980 billion pesetas social aid paid in 1991 and 1993 could at
this stage be regarded as falling within the overall restructunng of the yards and thus be
compatlble with Article 7 of the directive.

As regards the investment aids of 10 billion pesetas, according to Article 6 of the
directive, investment aid may not be granted for shipbuilding unless it is linked to a
restructuring plan which does not involve any increase in the shipbuilding capac:ty of
the yard or-unless it is directly linked to a corresponding irreversible reduction in the

-capacity of other yards in the same Member State over the same period. Such aid may

not be granted to ship repair yards unless linked to a restructuring plan which results in
a reduction in the overall ship repair capacity in the Member State concerned.

Since no ‘increase is proposed in shipbuilding capacity in the yards concerned and there
is a decrease in shiprepair capacity (based on workforce reductlons) the conditions of
Article 6 appear at this stage to be respected.

-The Comrmssmn therefore concludes that it is likely that all the outstanding aids
notified pursuant to the OECD derogation can be approved as being compatible with
the directive, as can the social aids from the past.

There remains however the various other measures linked to the restructuring.

As regards the additiona! payments totalling 62.028 billion pesetas to cover interest on
unpaid aids during the period 1988-94, according to the information available to the
Commission this sum comprises 24.325 billion pesetas to cover interest due on unpaid
previously approved contract-related production aid and restructuring aid; and 37.703
billion pesetas to cover interest on unpaid previously approved loss compensation aid.

The Spanish authorities maintain that the payments constitute a measure of a general
nature applicable to any firm in such circumstances and that the State, through INI, as
then shareholder of DCN, was legally obliged to make such payments. However, the
Commission continues to have doubts whether there was snch an obligation. The
decision to make the payments appears to have been a unilateral and discretionary
action.

Although the Commission recognises that the payments probably did not ccnfer any
economic benefit on the yards since the extra money was intended only to cover the
financial charges incurred by DCN in obtaining loans to cover the shortfall in aid due to

* delays in payment, it must be concluded at this stage that the interest payments

represent’ a new aid. This is consistent with the approach followed in relation to the
89.104 billion loss compensation aid provided for in the OECD derogation ard

approved under Article SA of the directive, which similarly includes interest payments.

The directive does not provide a legal basis for approving such aids, which represent an
additional operating aid in excess of the aid ceiling.

11
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- So far as the tax credits of 58 billion pesetas are concerned, it appears that in-the past,
‘after tax losses were reduced through INI, in accordance with normal Spanish practlce

in relation to holdings, offsetting before tax losses against profits elsewhere in the -
group. The financial projections under the plan assume that such tax. credits will
continue to be available up unti the end of 1998. _ =

The Spanish authorities have introduced a general law apphcable to all companies in
such a position allowing them to receive from the state equivalent amounts to what
they would have been entitled under a tax consolidation system. It is proposed that
such arrangements would apply until 31 December 1999. According to the Spanish

. authorities such a general measure would not constitute a state aid.. However, in the

5.23

5.24

5.25

absence of any evidence as to who apart from the yards would be the potential
beneficiaries, the Commission considers at this stage that the measure is a specific
measure in favour of DCN which constitutes a state aid mcompatlble with the
slupbulldmg directive.

The proposed capital injection of 15 billion pesetas in 1997 -to cover greater than -
expected losses i is also at this stage consulered to be a state aid mcompatlble with the

: du'ectwe

Fmally as regards the extraordinary payment by INI of 3.375 billion pesetas to cover
liabilities arising from the Amoco Cadiz accident, the Commission acknowledges that
these date back to 1978, prior to Spain’s accession to the Community, and it therefore
considers at this stage that the payments should not be regarded as state aid within the '
meaning of the Treaty.

It follows from the above that of the va-rio_us aids involved, amounting to a total of
318.112 biilion pesetas, 183.084 billion pesetas have been or could be approved under .
the shipbuilding aid directive, leaving a batance of 135.028 billion pesetas requiring a
derogation, made up as follows: _

' ' - _ bn ptas
Interest payments 1988-94 . 62.028
Tax credits 1995-1999 , 58.00
1997 capitalinjection =~ - 1500

' 135.028

12 -
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