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1.  lntroduction

Under Article 14 of Commission Decision No 2064/86/ECSC of
30 June 1986, the Commission Is requlred to report each year to the
Councll, the European Pariiament and the ECSC Consultative Committes on the
application of the Community rules for State ald to the coal Industry.

This report examlnes the financial ald granted by Germany, France,
Belglum, Spain and Portugal to their coal Industries Jn 1989 and by the
United Kingdom during the financial year from” 1 April 1988 to
31 March 19980. o

Ali the Member States Intending to grant ald to coal undertakings In
19890 were obliged to present to the Commission by 1 October 1988
(1 January 1989 for the United Kingdom) Information on all the measures
they intended to take directly or iIndirectly In favour of the coal 'industry

In 1989,

These measures can only be consldered to be compatibie with the proper
functioning of the common market where they help to achleve at least one of
the following objectives:

- improved competitiveness In the coal Industry, helplng to secure
greater security of supply;

- creation of new capaclties as long as they are economically viable;

- solution of soclal and regional probliems related to changes in fhe
coal Industry. ' :
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In accordance wlth Articie © of the Declsion, the Commisslon recelved
notificatlon of measures scheduled for 1989 from:

- the German  Government in letters dated 11 October 1988,
1 Decembor 1988, 24 April 1989, 25 July 1989, 8 September 1989,
28 Novemboer 1989, and 8 Octoboer 1990;

- the Belgian Government {in letters dated 21 November 1888 and
7 April 1€89;

- the Spanlish Government in lottors dated 22 Ssptember 1988,
13 October 1988, 25 May 1989, 28 September 1989 and © November 1989;

- the French Government In letters dated 21 December 1988 and
26 June 1989;

- the Portugusse Governmént in letters dated 15 Septembar 1989,
30 November 1989 and 5 March 19€0;

- the Unlted Kingdom Government in Ietters dated 3 February 1989,
18 May 1989, © February 1990 and 12 July 1990. :

. The Commission gave a rullng on these measures by Declisions of 14 and
28 February 1990,2-3 and 7 February 19914 for Germany, ‘5 July 19895 for
Belgium, 20 Septembor 19808 for France, 19 July 1989,7 28 March 19908
and 1 August 12009 for the Unlted IKingdom, 24 January 1989,10
20 December 1989,171 and 25 July 199012 for Spaln and 15 May 199013 -for

Portugal.

The financlal ald mentioned In this document |Is the aid for 1989
authorlized by the Commigsslion by 28 February 1991. The flInal figures for
1989 will be lncluded in the report for 1990.

2-3 0J No L 348, 11.12.1980, p. 18.
OJ No L 105, 25.4.1990, p. 2i.
4 0J No L , 1891
§ 0OJ No L 227, 27.9.1989, p. 29.
6 O0J No L 342, 24.11.1990, p. 28.
7 0J No L 328, 11.11.1882, p. 32.
8 OJ No L 348, 11 12 1980, p. 22.
2 0J No L , , D
10 OJ No L 38, 10.2.1289, p. 39.
11 O0J No L 105, 25.4.18€0, p.19. '
12 0OJ No L 5, 8.1.1991, p. 27. :
13 OJ No L 6, 8.1.101, p.25



2. Coal Industry and market
2.1. Productlion

in 1989 the productlon of <coal iIn the Community amounted to
209 million tonnes, l.e. a reduction of 3% compared with 1988. This drop
is due to reductions In Belgium (24%), France (6%), the Unlted Kingdom (3%)
and Germany (2%). In 1990 falling production levels In Belgium (46%),
France (4%) and Germany (1%) should lead to a Community production level of
around 200 mitlion tonnes.

Iable 1

: ('000 tonnes) '
Coal production (t = t)

varlation between
1989 and 1890

1987 1988 1989 1990 ++ X

Germany 82 380 79 319 77 451 768 400 - 1.4
France 13 690 12 142 11 471 11 000 - 4.1
Belgium 4.357 2 487 1 893 1 025 - 45.9
Unlted Kingdom 101 644 101 379 98 300 91 800 - 6.8
Ireland 45 52 43 50 + 16.3
Spain + 18 964 19 001 19 177 19 200 + 0.1
Portugal 261 237 258 250 - 3.1
ltaly 14 49 75 - 100 + 33.3
Commun|ty 221 355 214 666 208 668 199 825 - 4.2

+ Including “lignito negro" (bilack lignite)
++ estimate

2.2. Employment

The continuation of measures to rationallze and reduce activity in the
coal Industry In most coal-producling countries led to a further drop In
empioyment figures. At the end of 1989, 300 000 people, I.e. 37 000 less
than in 1988, were employed In the coal industry. The largest relative
drop was in Belgium (34.3%), followed by the United Kingdom (20.3%), France
(7.4%), Germany (8%), Spain (2.8%) and Portugal (2.5%).



Empioyment by country
variation
End 1987 End 1988 End 1980 .1
Germany 158 483 147 751 138 903 - 6.0
France 33 526 27 909 25848 - 7.4
Belgium 10 513 7 116 4877 - 34.3
United Kingdom . 130 369 108 855 88 790 - 20.3
Spain 48 474 44 176 42 919 - 2.8
Portugal 1 007 235 912 - 2.5
Community 378 372 336 742 300 047 - 10.9

2.3. Coal demand and trade

In 1989, ‘the gross -internal consumption of coal In the Community
Increased siightly (by 0.6%) compared with 1988, reaching a level of
313 milllon tonnes.

Iable 3
(mitilon tonnes)
(t = t)
Gross Internal consumption of coal

1987 1968 1989 1988-80

Belgium 14.0 14.1 14.7 + 4.3
Denmark 12.1 11.3 9.6 - 15.8
Germany 84.9 81.1 80.7 - 0.5
Greece 1.6 1.3 1.2 - 8.4
Spalin 28.8 25.8 31.7 + 22.8
France 27.6 26.7 28.0 + 5.0
lreland 3.3 3.4 3.2 - 7.2
Italy 21.1 20.5 19.5 - 4.8
Luxembourg 0.2 0.2 0.2 + 21.9
Nether | ands 10.0 12.7 12.3 - 3.0
Portugal 2.9 3.3 4.1 + 22.4
Unlted Kingdom 116.1 110.6 108.0 - 2.4
5 311.1 313.1 + 0.8

Community 323.

Supplies to power stations increased, whllie supplies to coking plants
and other users decreased. Power stations and other electricity producers
consumed 198 million tonnes (an Increase of 2 mllilon tonnes), while coking
plants consumed 69 milllon tonnes (a fail of 2.5 million tonnes). The
other sectors ~ other Industries, households and other (small) consumers -
show a sharper drop In purchases, from 48 to 42 million tonnes (a drop of
8 mlillon tonnes).
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Demand for coal Is oxpected to remaln unchanged Iin 1990.

This forecast Is the resuit of certaln Member States’ current
preference for using natural gas for powsr stations eariler than expected.

Imports of coal from non-Community countries In 1989 reached
102.8 mlllion tonnes, |.e. an increase of 7.2 million tonnes compared with
19088. There was a siight increase in !ntra-Community trade In Community
coal (as a result of favourable clrcumstances In the steel Industry),
rising to a level of 8.0 million tonnes.

o
(000 tonnes)

: (t = t)
Year GermanyBelgium Erance Unlted Kingdom Soaln Portugal Iotal
1887 6§ 338 875 670 2 001 - - 8 882
1988 4 448 783 1 289 1 332 4 - 7 866
1989 5 276 728 566 1 395 7 - 7 972

The drop In delliveries of French and Belglan coal to other Community
countries In 1989 was offset by an Increase In deliveries of German and UK
coal. Belglum, France and Spain deliver only small quantities to other
Community countries. Because of the different grades Involved, these
Iintra-Community sales of Communlty-produced coal are not a major source of
.competition for other Community producers.

2.4. Flpanclal situation of Community coal undertakings

A detailed analysis of costs and revenue comes up against numerous
obstacles, notably because national averages conceal great disparities
between undertakings, especlally In Spaln. Furthermore, costs and returns
do not take account of the calorific value of coal, which varies
appreclably from one producer country to another. There are aiso still
some disparities In the definitions, desp!te efforts to harmonize. A study
Is currently being carried out with the cooperation of coal producers
bslonging to the Western European Coal Producers’ Assoclatlion (CEPCEOQ).
Preliminary conclusions are expected during 1991.

Overait, prodﬂctlon costs remained stable In 1989 (compared wlth
1988), Increasing In Belgium, as a resuit of the sharp reduction In
extractlon capaclty, and failing slightiy in France and Germany.
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Jable 4 }
Elnancial situation of the coal industry
(ECU/tonne)
Productlon costs? . Revenue Difference
1987 1988 1989 88-89 1987 1988 1989 88-89 1987 1988 1989
(%) (%)

122 124 123 -0.6 110 112 112 + 0.2 -12 -12 - 11
108 140 147 +5.4 50 44 44 + 0.1 -58 -96 =103
88 94 na na 57 83 na na -31 -30 na
89 8s 873 -1.62 46 45 532 +18.82 -43 -432 - 34
64 &1 813 41,53 46 50 473 -5.13 -8 -11 -143
76 72 722 _g.22 62 62 612 -1.82 -18 -10 -112

1 overal) costs, Including capital and deprecliation costs
2 Egtimate
3 Provisional figures

In 1989 the revenue situation Improved in France, remained stable in
Germany and Belglum, and deterlorated In the Unlted Kingdom and Portugal.

In alt coal-producing Member States except Spain and Belglum there
were Improvements, often marked, In productivity. In Belgium and Spain
productivity fell by 4% and 2% respectively. The Increases In productivity
are largely the result of restructuring and rationalization.

The least productive pits were the first to be closed, and when .the
decision to close a pit In the relatively near future was taken,
underground preparation work was reduced to a strict minimum, raleasing
workers for productlon or reducing the number of underground workers.
Productivity Increased In both cases.

Jable 5 -
Underground output per man-hour
(kg)
1987 1088 19891 1988-89
Germany 816 630 645 + 2.4
France 503 534 590 +10.5
Belglum 316 334 321 - 3.9
United Kingdom 8§77 633 681 + 7.6
Spalin 291 333 328 - 1.5
Portugal na na ~ na na

1 gstimate
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Productlion costs are expected to improve In 1990 thanks to
rationallzation efforts and the.resultant gains In productivity.

in additlon, the upward trend of worid prices should lead to a small
improvement In returns.

3. Elnanclal ald scheduled for the coal industry In 1989

An economic and financla! aésessment of ald must take account of the
specific features of the coal! Industry.

Short-term changes on the Iinternational coal market are not
necessar|ly representative of long-term trends. It Is worth noting In this
context that current world market prlces have forced certain producers in
non-Communlity coal-sxporting countrles to close many mines.

The problems are particularly acute In the European coal sector, where
as a result of the Inflexibility of the production system (attributable to
technical, geological and geographical factors) It Is Impossible to respond
to short-term market fluctuations in terms of quantities or costs.

The financlal flow of aild thus contains an element that Is difficult
to quantify, covering the dlfference between the short-term cost of
Imported coal - often serving as a reference price to determine the

purchase price of Community coal - and the long~term marginal cost of new
production capacity In non-Community coal-exporting countries offering
security of supply.

It Is against thlis long-term backcloth that coal producers and large
consumers are legltimately concernsed with minimizing the risks of a
volatile market through long-term contracts, although the terms. of these
contracts must reflect economic realities and not hamper the efforts to
deploy the Instruments provided for In the Treaties to make balanced and
determined progress towards greater Integration and optimization of energy
markets. '

This document is concerned with the measures set out In Article 1 of
the above-mentioned Declslon, namely all ald granted by central, regional
or local authoritles, which, even If It is not always a direct burden on
pubiished budgets, is nevertheless financed by levies made compulsory by
the fact of State Intervention, and any aid elements contailned In the
financing measures taken by Member States In respect of the coal
undertakings which they directiy or Indirectly controi and which cannot be
regarded as the provislion of risk capital according to standard company
practice In a market economy.
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This report makes various distinctions. It distinguishes between ald
related to current production and ald not related to current production,
which, in certaln c¢ases such as Inherited Llabilities, cannot be
interrupted even If coaimining were to stop. Research, development and
demonstration actlivities are also regarded as not related to current
production provided they are not for the exciusive benefit of the company.
undertaking the research. Where such measures heip to promote Innovations
Iin the undertaking Itself they are considered to be related to current

production.

In terms of current production, it is also essential to distinguish
between direct and Indlrect aid. Under Decislon No 2064/86/ECSC any
financlial ald granted directly to coal undertakings is regarded as direct
ald. Indirect ald is any aid which, although often granted to an economic
operator not producing coal, is of indirect benefit to coal
under takings.14

3.1. Elnancial aid refated to current production

in 1989 ald to current production amounted to ECU 11 892 milllon, an
increase of 100X compared with 1988. As can be seen from Annex 1, thls
increase Is almost excluslively due to a major incease In financial ald In
the United Kingdom following the financlal restructuring of the British
Coal Corporation. There were aiso Increases in Portugal and Spain. The
level of financial alid In the other Member States fell by comparison wlth
1988, particularly In France and Beigium, where the fall Is largely the
result of the restructuring programmes implemented. The Increase iIn the
United Kingdom I[s the result of a one-off payment: the UK Govarnment has
stated that It will grant no further ald to the British Coal Corporation
during the perliod of valldity of Declslon No 2084/86/ECSC, apart from ald
‘enabling the Corporation to cover the costs of redundancles and other
soclal costs linked to the restructuring and modernization of the coal
industry.

14 This definitlion therefore differs from the economlic approach, where
supply-side aild 1Is regarded as direct aid and demand-side ald Is
regarded as Indirect ald, since the party receiving the aild Is not
necessarily the same as the party benefliting from economic effect.



.

Iable 6
Elnanclal aid reiated to current production
ECU million ECU/tonne
1989 1988 1989 1988
Direct .
Art. 3 Deflcit grant ald 2 234.7 1 030.1 10.71 4.80
Art. 4 Sales ald 1 883.4 1 881.0 8.02 8.77
Art. 5§ Investment aid - 73.8 - 0.34.
Art.6 Ald for underground staff 100.5 105.6 0.48 0.49
Other § 099.2 23.7 24.43 0.1
Subtota! 9 317.8 3 114.2 44.64 14.51
indlrect ‘ 2 574.0 2 809.9 12.33 12.17

Total ' . o 11 891.8 5 72431 '568.97 26.68

3.1.1. Direct aid

Direct aid to current production under Decision No 2084/86/ECSC
includes deficit grant aid (Article 3), Investment ald (Articie 4), ald for
underground staff (Article 6), and sales ald for coking coal and coke
(Article 4). The latter form of ald Is regarded as direct ald since the
ald is granted to the producer and not to the consumer. -

3.1.1.1. Germany

In 1989 direct ald authorized by the Commission amounted to DM 4 027
million (ECU 1 945.5 million), l.e. DM §1.98 (ECU 25.12) per tonne.

DMmililon  ECUmillion

Art. 4 Ald for sales of coal and coke 3 847 1 858.5
to the Community stee! Industry :

Art. 5 Investment ald - -

Art. 86 Miners’ bonuses per under- 160 ‘ 77.3
ground shift worked

Other Special depreclation for
measures rationalization .20 9.7

Total , 4 027 1 845.5
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Pursuant to Article 12 of Decislon No 2064/86/ECSC, coal undertakings
are authorized, where necessary, to grant rebates on |ist prices or
production costs for deliveries of coal and coke to the blast furnaces of
the Community stee! Industry under long-term contract. These rebates must
not cause prices to work out lower than those which would be charged for
coal from non-member countries and coke made from non-member country coking

coal.

According to the notification from the German Government, this sales
ald Is to be granted In line with the principles underlying a new system of
ald for the dellvery of coal and coke to the Community steel Industry. The
system s designed to place a celliing on ald In the period 1989-81. The
ald, amounting to DM 3 847 million, covers the difference between the world
market price and the maximum production costs for a production level of
24.5 milllon tonnes. The ald Is therefore compatible with Article 4 of the
Decision. It serves to reinforce the restructuring of the coal Iindustry
and thus heips to Improve competitiveness In accordance with the first
Indent of Article 2(1) of the Declision. ‘

The ald of DM 160 miilion to finance miners’ bonuses (DM 10 per
underground shift worked) will enable the coal industry to keep on a
skilled workforce. The aid Is a specific measure which has been in
existence for several years (miners’ income tax allowance) and must be
notifled separately from the ald referred to In Articles 3-5 of the
Decislion. The aid Is thus compatible with Article 6 of the Decision, and
will help to Iimprove the competitiveness of the coal Industry, In line with
the first Indent of Article 2(1).

The speclal depreclation for the rationallzation and restructuring of
coalmining amounts to DM 20 million. This measure Is based on Articie §1
of the income Tax Law and on Article 81 of the Reguiation implementing that
Law and wiii not give any speclal competitive advantages to the German coal
Industry compared with the other Community coal producers. The measure
will enable rationalization and restructuring of the Industry to be
intensified and competitiveness to be Improved, In line with the first
Indent of Article 2(1) of the Decislon,

3.1.1.2. Belglum

. In 1989 direct ald authorlzed by the Commission amounted to
FB 6 934.9 million (ECU 158.4 milllon), 1l.e. FB 3 738 (ECU 85.83) per
tonne.
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miliion FE  milllon ECU
Art. 3 Ald to cover operating losses 6 709.2 154.2

Art. 4 Ald for supply of coal and coke 223.3 5.1
to the Community steel Industry

Art. 6 Ald for the maintenance of 2.4 0.1
ski]led underground staff

" Total " 6 934.9 159.4

Ald to cover operating losses amounting to FB 6 709.2 million was
granted to the Campine coaliflield for the production of 1 893 000 tonnes, In
order to make up, for each tonne produced, some of the difference between
foreseeable average costs and foreseeable average returns. This mainly
involves coal dellvered to thermal power stations, the sales price of which
is closely linked to the price of Imported coal. The ald covers 90% of the
foreseecable operating losses and thus fulfils the conditlons of Article
3(1) of the Declision.

The ald to cover operating losses will heilp to facllitate the
restructuring of the coal Industry by allowing plit closures to be
staggered. It will thus heip to solve soclal and regional problems, In

line with the third iIndent of Article 2(1).

According to the notification from the Beliglan Government, the aid for
sales of coal and coke to the blast furnaces of the Community steel
Industry, amounting to FB 223.3 million, covers the difference between the
world market price, 1.e. about FB 2 350/tonne, and the production costs for
a production level of 95 000 tonnes. The ald Is thus compatibie with the
provisions of Article 4 of the Declslion.

This aid wlll heip to facilitate the restructuring of the coal
Industry by allowing pit closures to be staggered. It wiil thus help to
solve social and reglonal problems, In IlIine with the third indent of
Article 2(1).

The aid for the maintenance of skilled underground staff
(FB 2.4 milllon) Is a specific measure which has been In existence for
several years and Is Independent of the ald provided for In Articles 3-§ of
the Decision. The ald Is thus compatible with Article 6.. -

The objective of the alid Is to keep skli!led staff In the coal Industry
for rationallzation measures In order to improve Its competitiveness, in
accordance with the first indent of Article 2(1) of the Declision.
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3.1.1.3. Erance

In 1989 the amount of direct ald authorized by the Commission totalted
FF 1 229 milllon (ECU 174.6 million), l.e. FF 106.9 (ECU 15.18) per tonne.

EEmililon ECUmililon

Article 3 Ald to cover operating losses 1 229 174.8
Total ' 1 229 174.6
The ald to cover operating losses will make up only 41% of the

difference, for each tonne produced and for each region, between
foreseeable average costs and foreseeable average returns and thus complies
with Article 3(1) of the Decislion. As In the case of Belgium, these
average returns are closely linked with developments In the price of

imported coal.

Ald to cover operating losses will help to stagger plt closures and
‘wlil thus help to solve the social and regional problems connected with
changes In the coal industry, In line with the third Indent of Article

2(1).

3.1.1.4. United Kingdom

According to notifications from the United Kingdom Government, direct
ald authorlized by the Commission In the 1989-980 financlial year amounted to
UKL 4 440.5 mlilion (ECU 6 627.5 million), i.e. UKL 45.17 (ECU 67.42) per

tonne.

Art. 3 Ald to cover operating losses 1 015.0 1 514.9
Art. 6 Ald for the transfer of work " 15.5 23.1
and place of empioyment
Other Ald reflecting the decline In the 2 620.0 : 3 810.4
measures value of flxed assets . .
Aid covering compensation 700.0 1.179.1

for hearing loss and suppllies
of coal to workers

Total 4 440.5 6 627.5
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The ald to cover operating losses, I.e. UKL 1 105 million, was granted
to the British Coal Corporation for a production level of ©6.6 milllon
tonnes, to make up the dlfference, for each tonne produced, between
foreseeable average costs and foreseeable average returns. The ald does
not exceed the difference, for each tonne produced, between foresesable
average costs and foreseeabie average returns, and thus meets the
" requirements of Article 3(1). :

The aid to cover operating losses wili help to facilitate the
restructuring of the coal Industry by allowing plit closures to be
staggered. [t will thus help to solve soclal and regional problems, In

{ine with the third Iindent of Article 2(1).

The ald for the transfer of work and place of employment is a speclfic
measure which has exlisted for several years and Is Independent of the aid
provided for in Articles 3-5 of the Declsion. The ald is thus compatibile
with Article 6.

The aim of the aid is to facilitate the restructuring of the coal
industry and improve Its competitiveness, In llne with the first indent of
Article 2(1). :

~ In addition to direct ald authorlized under Articles 3 and 8, the
Commisslon approved speclific ald measures for 1989 reflecting the declline
in the value of the fixed assets of .the British Coal Corporation and
covering the constitution of provislons to cover compensation for hearing
loss as a result of production activities before the 1989-90 financial
year, and the free supply of coal or smoksless fuel or, In certaln cases,
cash payments to former miners or thelr beneficlaries.

These measures were treated as ald covered by Article 1 of Decision
No 2064/86/ECSC, and were consldered on account of thelr nature to be
wholly or partly direct aid llInked to current production, since they free
Corporation from costs which according to accounting practlce constltute
product lon cost components.

As regards the ald reflecting the decline In the value of the fixed assets,
the steady contraction of the market share of coal mined in the Unlted
Kingdom, the prospects of coal prices and the technical problems
encountered In deposits untll recently considered promising suggest that
more than half of the assets of the British Coal Corporation must be
written off. This loss In value of UKL 2 620 mililon is the result of a
fall of more than 25% In real terms In the prices at which the BCC sells
Its coal, technlical difficulties and the BCC’'s medlium-term commerclal
prospects.
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The Government accordingly covered the fail In the underlying value of
the BCC’'s assets with ald amounting to UKL 2 620 milllon, recognizing that
some of these assets wlll have a shorter l|ife and lower earning power than
initlally expected, thus brining BCC’s outstanding borrowings more Into
Ilne with the true value of Its assets.

The proposed aid will not only make the BCC's accounting system more
transparent and bring It Iinto |IIne with normal accounting principies, but
will above all avoid placing financial burdens related to uneconomic
production capacities on collieries with good long-term prospects of
achlieving economic viabllity. The measure is thus In accordance with the
alm set out In the first indent of Article 2(1) of the Decision. -

The ald for the constitution of a provision to cover compensation for
hearing loss resulting from production activities before the 19898-90
financial year Is a result of the obllgation on the British Coal
Corporation to compensate workers and former workers whose hear Ing has been
impalred owing to noise at work. In the past, this expenditure was booked
on the basis of compensation clalmed in the course of the year. In future,
a provision will be made annually equal to the compensation to be pald
subsequentily for hearing loss resuiting from work performed In the year in
question, and wilil form an integral part of production costs.

To faclllitate the transition to  these new arrangements, the United
Kingdom Government proposes to grant ald to set up a UKL 500 miilion
provision covering partial compensation claims resulting from hearing loss
before 28 March 1989. This amount will cover claims dating back more than
twenty years in some cases to a time when the Corporation employed more
than 470 000 miners, compared with 66 000 In 1990. Of this amount,
UKL 70 million can be regarded as aid to current production. This ald witi!
faclllitate the Introduction of new accounting practices making the
production costs more transparent and the Implementation of restructuring,
rationalization and modernization measures, thus making the coal industry
more competitive, In accordance with the first indent of Article 2(1) of
Declision No 2084/86/ECSC.

Under the National Concesslonary Fuel Agreement for Mineworkers,
Cokeworkers, Weekly Pald Industrial Staff and their Beneficiaries, signed
on 2 March 1984 by the British Coal Corporation and the National Union of
Mineworkers, BCC is required to supply free coal or smokeless fusl or, In
certain cases, to make cash payments to miners, former miners or thelr
beneficiarlies. Until 31 March 1990, the cost of these supplies was booked
as and when they were made. The system is to be altered with effect from
1 April 1990 as part of a process of Improving accounting practices.
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in order to cover the Inherited lliabititles represented by fuel
supplies to beneficlaries who have already left the Industry, or after they
do so, In respect of the period before 31 March 1990, the United Kingdom
Government proposes to. grant ald for the establishment of a
UKL 2 000 milllton provision covering 340 000 beneflclaries. Of this
amount, UKL 700 mli)lion constitutes aid to current productlon.

This ald will facilltate the Introduction of new accounting practices
making the production costs more transparent and the Iimplementation of
restructuring, ratlionalization and modernlzation measures, thus making the
coal Industry' more competitive In accordance with the first Indent of
Article 2(1) of Declision No 2084/86/ECSC.

3.1.1.5. Spaln

Direct ald author lzed by the Commlsélon amounted to
PTA 62 970.8 milllon (ECU 406.2 millilon), i.e. PTA 2 678 (ECU 21.18) per
tonne. :

YA million ECU milllon
Art. 3 Ald to cover operating losses 50 385.8 386.4

Art. 4 Ald for sales of coal and coke 2 585.0 19.8
to the Community steel Iindustry

Total §2 870.8 406.2

Ald to cover operating losses, amounting to PTA §0 305.8 mitllon, was
granted to the Hunosa, Figaredo, Hullasa and Camocha undertakings for a
total production level of 4 284 000 tonnes In order to c¢over the
difference, for each tonne produced, between foreseeable average costs and
foreseeable average returns. The aid does not exceed the foreseeable
operating losses and thus compiies with Article 3(1) of the Declision.

This aid Is to help to facilitate the rationallzatlion process in the
coal Industry, In partlicular by staggering the closure of certain plits as
part of a regional .industrial redeployment policy. It will thus help to
golve soclial and reglonal problems, In Ilne with the third indent of
Article 2(1).



~16-

According to the notificatlion from the Spanish Government, the aid to
gsales of coal and coke to the blast furnaces of the Community steel
industry, amounting to PTA 2 585 million, will make up the difference
between the world market price, {.e. about PTA 6 000 per tonne, and
production costs for a level of production of 397 000 tonnes. The ald Is
thus compatible with Article 4. i

This ald will help to facllitate the restructuring process In the coal
industry by allowing plt closures to be staggered as part of a regional
industrial redeployment pollcy. It will thus heip to solve the soclal and
reglonal problems related to changes In the coal Industry, In line with the
third Indent of Article 2(1).

3.1.1.6. Portugal

in 1989 the Commission author lzed the granting of aid totalling
ESC 796.4 mllllon (ECU 4.6 miliion), I.e. ESC 3 539 (ECU 20.44) per tonne
to cover losses.

ESC miilion ECU miition

Article 3 Ald to cover operating losses 796.4 4.8

This ald makes up the dlfference between foreseeable average costs and
foreseeable average returns for each tonne produced. The ald does not
exceed the foresesable operating losses and thus meets the requirements of
Article 3(1) of Declsion 2064/86/ECSC.

In its Declision of 15 May 1990 regarding this measure, the Commisslon
calied on the Portuguese Government to submit a strategic plan for the
reciplient undertaking by 31 December 1990.

3.1.2. Indirect aid

In this report, financlal measures which, aithough generally granted
to an economic activity other than the production of coal, are of Indirect
benefit to coal undertakings, are regarded as Indirect ald. Such measures
are Included In the definition set out in Annex 2 to Decislion
No 2064/86/ECSC, namely, "any other measures I|inked to the production or
marketing of, and external trade In, coal even Iif they do not directly
Impose a burden on public budgets, which give an economic advantage to coal
undertakings”. :

in this context the Commission takes the view that several financlal
mechanisms and types of ald must be regarded as Indirect ald for current
product ion. :
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This Is tha case with the ald to finance speciflic systems of soclal
waifure contrlibutions to the coal! industry Iin some Member States where the
aid makes the effectlve social security burden of the coal undertakings
iower than the costs that the undertakings would normally have to bear In
compar {son with other Industries.

Research, development and demonstration activitles are also fegarded
as Indirect ald where they help to promote Innovatlons In the undertaking
benefiting from the ald.

in most coal-producing Member States, coal producers and elaectriclity
producers have concluded coal supply agreements or contracts. Some
agreements or contracts in force In 1988 include pricing methods which do
not necessarlly reflect market realities. The Commission has undertaken as
compliete a study as possible of these agreements and contracts, to
highlight any financlal aid element detected. The agreements and contracts
proper are currently being examlned In detail by the Commission
departments, to assess their compatibliiity with the rules of the Treaties.

‘Where It has a direct Influence on the lavel of domestic prices, a
guantitative Import restriction can also be regarded as indirect aid. In
the absence of accurate Information on the Iimpact of such measures,
however, they are not listed here.

3.1.2.1. indirect aid to production
3.1.2.1.1. Germany

The notification submitted to the Commission indicates that the State
ald for soclal security systems in the mining industry as a whole make the
effective soclal securlity burden of coal undertakings lower than the normal
burden that wundertakings would have to bear under Article 7 of the
Declslon. The difference for the mining Industry as a whole amounts to
D 270 militon, of which about 80% (l.e. DM 216 miition) Is for the coal
industry.

As a result, the limits tald down in Articlie 7 of the Decision are
oxceeded by that amount, which must therefore be regarded as Indirect ald
to current production. 1In effect, the production costs of undertakings are
reduced by DM 3.00 per tonne, l.e. 1.2% of total productlion costs.
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State ald for soclal security systems In the mining lndustry as a
whole applies to all forms of mine (coal, ore, salt, etc.). The 1.2%
reduction in production costs Is not a significant competitive advantage
for the German c¢oal Iindustry compared with other Community coal-producers.
gsince the returns do not cover the production costs.

This measure heips to allevlate the soclal.problems mentioned. In the
third indent of Article 2(1) of the Decislon.

3.1.2.1.2. Spain

The Commisslon approved ald to promote innovation In the coal Industry
in 1989. This aid, which amounts to PTA 615 miilion, Is for the following
coalflelds: La Central Asturiana, Blerzo Villablino, Narcea, Leon-Este,
Palencla, Aragon-Catalonla and the Balearic Islands.

This aid Is designed to guarantee that research resuits are transiated
as rapidly as possible Into practical applications In production. This
measure must be assessed In the I|ight of Article 10(2) of the Decislon.

The Comﬁlsslon has examined the aid and has come to the conclusion
that the aid to promote innovation does not glve the Spanish coal Industry
any special competitlive advantages which are Iincomptabible with the common
- market. .

This financlal measure will help to .Improve competitiveness, In
--accordance with the first indent of Article 2(1) of the Decision.

The Commigsion has authorized PTA 125 million of ald to the mining
environment In the coal Industry. This ald covers siag heap Iandscaplng
‘and water puriflication and must be notified to the Commission pursuant to
Article 9(2) of the Declision and assessod In accordance with Article 10(2).

The Commission noted that the low aid intensity does not confer any
particular competitive advantage over other Community coal producers. The
alm of this measure is to Improve the environment In the areas concerned;
It will thus help to solve reglional problems connected with developments In
the coal industry, In accordance wlth the thlrd indent of Article 2(1) of
Decislon 2064/86/ECSC. -

3.1.2.2. Indirect 21d to consumotion

Thigs sectlon describes the pricing methods In contracts and agreements
between coal producers and electriclity producers. Where appropriate, the
extent of the financial aid is also highlighted where it can be quantified.
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3.1.2.2.1. germany

The: third Electricity-from-coal Law!S defines the price and
compensation mechanism ("Kohlepfennig") governing both the transactions
covered by the "Jahrhundertvertrag” and the consumptlon of coal from other
Community countrles.

in view of the temporary nature of Declslon 2064/86/ECSC, which
explires on 31 December 1993, and the need to aim for the long-term economic
viabliity of the Community coal Industry, Article 1 of Declision 89/296/ECSC
author ized compensatory payments to be made to electricity generators In
respect of 1988, consldering that:

- their immedlate abolltion would aggravate soclal and reglonal problems
related to developments In the coal industry, and

- they must, In order to contribute to improving the competitiveness of
this Industry, graduaily be reduced Iin conjunction with a ptan for the
restructuring, modernization and streamiining of the coal Industry.

The Commisslion cailled on the German Government to submit a plan for
the phasing-out of the compensatory payments and a restructuring,
gstream! Ining and modernization plan.

The German Government has Informed the Commission that the
compensatory amounts to be palid In respect of 1989 to electricity
generators using Community coal will amount to DM § 600 miliion, including
DM § 200 mllilion for current expenditure. The ald planned for 1989 shows
an Increase of about 14X over the preceding year. In Its Decision
90/632/ECSC ruling on the measure, the Commission stressed that the de
facto and de jure circumstances which had prompted It to adopt Declsion
89/296/ECSC, relating to 1988, had not changed In 1988 In such a way as to
Justify any increase In the compensatory payments Iin 1989.

On the contrary, compared with the situation on the energy market In
the Federal Republic of Germany In 1988, the trend already obsarved and
foreseeable for 1989 on that market was characterlized rather by rising
prices for reference fueis, namely fuel oil and imported coal.

Under these clrcumstances, the Commission limited Its authorizatlon to
an amount equal! to that authorized In respect of 1988.

15 COM(88) 541, 20.10.1988, polint 4.1.2.2.1,
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3.1.2.2.2. Erance

At the end of 1987 a protocol was signed by EDF and Charbonnages de
France governing EDF‘s purchases of coal and electricity from Charbonnages
de France for the period 1989-93.

A slight surcharge compared with imported coal Is granted by EdF on
purchases of natlonal coal. The ex-mine price of coal, which corresponds
to the average cif cost of steam coal Imported by sea, cannot fall below a
level some 10% higher than the cost of Imports.

The quantities of national coal and of electricity to be supplled to
EdF In the perilod 1988 to 1993 will be on a declining scale as follows:

Coal Electricity
1989 =« 2.30 miilion tonnes 7.92 TWh
1980 = 2.19 miillon tonnes 7.24 TWh
1991 =« 2.09 miliion tonnes 6.68 TWh
1692 = 1.81 milllon tonnes 6.13 TWh
1993 = 1.81 milillon tonnes 5.97 TWh

The quantitites of electricity covered by the contract esquate to 3 500
hours of utlllzation of CdF coal-fired power stations a year. The
electricity supplied on these terms is subject to the same tariffs as EDF
applies to private generation. The prlice charged for any additional
quantities purchased corresponds to the accounting cost of nuclear power
statlions In operation.

The guaranteed supply provided for by the contract and the fact that
colllerles stock coal In order to be able to satisfy EdF demand at very
short notlice are guid pro auos for the 10% surcharge. It. does not appear,
therefore, from the Information at the Commission’'s disposal, that this.
mechanlism contains direct or indirect financlai ald to. .the coal industry.

3.1.2.2.3. United Kingdom

The muiti-annual agreement signed In 1986 by British Coal and the
Central Electricity Generating Board (CEGB) governs trade In coal between
the two parties for the 1987 to 19889 financial years. The agreement
provides for the CEGB to cover 95% of Iits requlrements with coal from the
British Coal Corporation. .

Under the agreement the British Coal Corporation was to supply 75
million tonnes of coal to the CEGB iIn three Instalments In the 19888-90
financlal year, the price being different for each instaiment. The average
price of purchases by the CEGB amounted to approximately UKL 42 per tonne,
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A new agreement signed at the end of 1989 covers a three-year period
starting with the 1990/91 financlal year. The parties to the contract are
British Coal Corporation, National Power and Power Gen. The delliverlies of
coal to the electricity-generating Industry covered by the contract amount
to 70 miltion tonnes In 1990/91 and 1991/92 and 65 mlilllon tonnes In

1992/93.

Since the 1980s there has also been a similar agreement between the
- South of Scotland Electricity Board (SSEB) and the -British Coal
Corporation, the deliveries being made from the Scottish coalflelid. The
agreement which applled from 1985/86 to 1987/88 provided for 90% of ‘the
requirements of thes SSEB (now Scottish Power) to be supplled by the British
Coal Corporation. It ended on 31 March 1988. A new agreement Iis being

negotiated.

3.1.2.2.4. Spain

A system of awarding contracts for the supply of coal to thermali power
statlions was concluded In 1986 between CARBUNION, the associatlon of coal
producers, and UNESA, the electricity producers’ assoclatlion. This
agreement stipulates that all producers or groups of producers with
underground production In excess of 50 000 tonnes a year may conclude long-
term contracts with the elsectricity producers at a reference price. These
contracts must meet criteria such as Improved competitiveness of the coal
undertaking or, failing that, a plan to reduce production. After
negotiations between the contracting parties the contracts were submitted
to the Spanish Government for Its agreement. Mining companles with
production costs In excess of the reference price may charge the
electriclty producers a supplement covering the dlfference between thelr
production costs (excluding depreclation) and the reference. price. The
surcharge paid by the electriclty producers Is reimbursed through the OFiCO
compensation fund set up by the electricity producers. This price
supp lement only covers coal produced in underground mines.

In accordance wlth Article 10(2) of Decision No 2064/86/ECSC, the
Commission approved PTA 12 650 milllon of compensation payments made by
OFICO In respect of 1989.

In Its Decision of 20 December 198917 rullng on this measure, the
Commission called on the Spanlish Government to present by 30 June 1990 a
plan for phasing out the compensation payments or any other measure with an
equivalent effect by 31 December 1993, the expiry date of Declision
No 2064/86/ECSC.

17 Decislion No 90/198/ECSC, 0J No L 105, 25.4.1990.
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The Commission also called on the Spanish authorltles to present a
plan for the restructuring, rationallization and modernization of the coal
Industry.

The agreement concluded between CARBUNION and UNESA Is currently beling
closely examined by the Commission In the Ilght of the EEC and ECSC
Treaties, with an eye to the completion of the internal energy market.

3 2. Elnancial aid not relfated to current production -

Under Declalon No 2064/86/ECSC aid granted on the basis of Articles 7
and 8 Is regarded as ald not related to current production. Research,
development and -‘demonstration activities are also Included 'In this
category, provided they do not affect the production costs of the industry
in the country In question. In 1989 ald amounted to ECU 11 123.8 miilllon,
compared with ECU 7 401.1 milllon In 1988.

Iable 7
Elnancial ald not rejated to current production
miitlon ECU
| 1989 1088
Article 7 Soclal benefits 3 7 223.0 6 353.4
Article 8 Inherited Ilabilities 3 900.8 1 047.7
Tota! - 11 123.8" 7 401.1

3.2.1. Elnanclal ald for soclal benafits

Under Article 7 of the Decislion, State aid to finance social benefit
gchemes speclfic to the coal industry may be consldered compatible with the
common market provided that, for coal undertakings, It brings the ratio
batween the burden per mineworker in employment and beneflts per person In
receipt of benefit Into Ilne with the corresponding ratio In other
Industries. The excess levelis noted In Germany were consldered to be
Iindirect ald to current productlon in Section 3.1.2.1.
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3.2.1.1. Germany

In 1989 DM 9 600 milllon was allocated to cover the deflcit of the
disabliity and old-age pension scheme in the mining iIndustry as a whole.
Some 80% of thls amount, 1.e. about DM 7 680 milllon, went to the coal
Industry. The Commission’s examination showed, as mentloned in
Section 3.1.2.1., that the Ilimits laid down In Article 7 of the Decision
were exceeded, owing to the fact that the financing of sickness insurance
for those entitied to a pension under the miners’ Insurance schemes was
changed by the Finance Laws of 1983 and 1984. Contributions to the miners’
glickness Insurance fund are now covered in part by the sickness I[nsurance
scheme by way of equallzation of burden.

3.2.1.2. Erance

According to the French Government’s notiflcation, soclal benef |t
payments amounted to FF 12 502.8 mlllion. Details of this aid are shown in

the table below.

Qrigin Amount of aid Purpose
in FE million
State 3 738.0 Disablitity and old-ége pension Insurance

Regular contributlon amounting to 22X of
the tota! wage-bit! plus
additlonal State adjustment

General 3 256.0 Disabitity and old-age penslion Insurance

system Reguiar statutory contribution to cover
part of the "exceptional expenditure"”
General 1 788.0 Insurance against Industrlal accldents
system and occupational diseases -
Coverage of Inherited llabllities
General 1 963.0 ‘ Slckness Insurance
system Treatment beneflits
General 1 758.8 Disabllity and old-age pension Insurance
system "Exceptional expenditure" in the coal

industry within the meaning of
Article 7 of Decision No 2084/86/ECSC

Total 12 502.8

The above-mentioned ald complles with the provislons of Article 7(1) of the
Decislion. )
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3.2.1.3. Balgium

As can be seen In the table below, the public financial ald granted to

the Belgian coal Industry for social beneflts amounts to
FB 39 475.8 miilion. ‘
Qrigin Amount of aid . PBurpose
Inmilllon FB
State - 33 962.5 Old-age pension and survivor'’s penslon
: ’ insurance

Regular statutory contribution

State § 448.5 Disabllity Insurance
Disability pension

State . 64.8 ~ Occupational diseases
' §0% of the expenditure on the treatment

of pneumoconlosis

Jotal 39 475.8

The abovementioned aid complies with Article 7(1) of the Decislon.

3.2.1.4. United Kingdom

In the United Kingdom nearly all branches of Iindustry have thelr own
Insurance system (In addition to the general soclial Insurance scheme, which
also applies to the coal Iindustry) from which pensions are pald to retired
workers. A suppiementary system of this kind also exists for the coal
Industry In the form of a retirement fund. For the 1989-90 financlal year
the British Government notified the Commission of the payment to this fund
of a sumn of UKL 41.5 mlillon. This amount covers only the demographic
surplus that exists In this Industry, l.e. the ratio betwsen the number of
miners In employment and the number of retired miners. The i{imit set out
In Article 7(1) of Decislon No 2064/86/ECSC is therefore not exceeded. '

3.2.1.5. Spaln

The amouht of notified pubiic flnancial ald to the Spanish coatl
Industry for soclal benefit payments came to PTA 86 087 mllllon in 1989.
Detaiis of this ald are shown In the table below.
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orlgin Amount of aid Purpose
' Jn PTA million
State. 70 204 | | old age penslén
State 373 ‘ Temporary disabl!ity
State 606 - Temporary invalidity and
. rehabllitation Insurance
State 10 067 | Health services

.State 407 - Misce!ltlaneous (family beneflts,
: © soclal services, social welfare,
one—~of f payments, prostheses,
wheelchairs)

State 1 088 _ Admlnlstrdt!ve costs

Total 86 087

The above-mentioned flnancial ald complies with Article 7(1) of the
Declslon. : '

3.2.2. Elnanclal aid to cover Inherited {jabjiities

In accordance with Artlicle 8 of the Decislon, State ald to coal
undertakings to cover the costs arising from restructuring which are not
related to current production may be considered compatible with the common
market provided that It does not exceed such costs. The categorles of
costs conslidered Inherited Illabliities are set out iIn Annex 1 to
Decision o 2064/88/ECSC.

3.2.2.1. Germany

For 1989 Germany notifled -the following measures:

- Ald to cover water control DM 205.5 milllon
-~ Ald In the form of allocations
covering the costs of early DM 179.1 millilon

retirement and exceptionai
intrinsic depreciation
resulting from restructuring

Total DM 384.6 milllon
(=ECU 185.8 mllllon)
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All the abovementlioned costs of undertaklngs constitute inherited
liabllities since they .are the result of production capacity closures of
previous years and are thus not related to current production.

The atd for water control costs, amounting to DM 2056.5 mitiion, was
pald to coal undertakings to enable them to cover the Inherited llabilitles
arlsing from closures since 31 December 1966. Because of pit closures the
under takings were forced to pay constantly increasing amounts to the water
. management assoclations. The ald does not exceed the real extra costs
bor.ne by the undertaklnga

The above-ment ioned measures comply wlth Article 8(1) of the Declision.

3.2.2.2. Erance

In 1989 the French Government granted aid totalilng FF § 435.0 milllon
(ECU 774.2 million) to cover the inherlted ilabilities of Charbonnages de
France. This sum should allow the following costs to be covered:

- contributions to early retirement pensions FF 185.0 miliilon
~ conversgion costs FF 730.0 mlilion
- weoarly retirement, interim pensions . FF 2 580.0 million
and housing al lowances .
- heating allowances FF 885.0 mifllion
- costs of pit closures FF 95.0 milllon
- driveway maintenance costs ' FF 60.0 milllon
- resldual depreciation and servicing FF  820.0 mllllon
of loans transferred to the Cantratl
Offlice
-~ general research FF 80.0 milllon
‘Total FF § 435.0 miltlion

This ald breaks down between the coalflelds and Central Office as
follows:

- Nord-Pas de Calals ’ FF 2 605.0 milllon
- Lorraine FF 940.0 milllon
- Centre Midl FF 985.0 milllon
-~ Central Office FF 905.0 milllon

The actual costs to Charbonnages de France tally with the amount of
ald and are thus consistent with Article 8(1) of Decislon No 2064/86/ECSC.
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3.2.2.3. United Kingdom

The United Kingdom notlifled the following measures for 19889:

- redundancy payments for miners losling UKL 214.3 mitllion
thelr jobs following rationallization
measures

- ald for free deliveries of coal to miners UKL 46.7 mittlon

losing thelr Jobs following restructuring
and to miners who had the right to free
coal before restructuring

- provisions covering compensation for UKL 1 710.0 miiilon
hearing loss and supplies of coal! to miners
losing their jobs folliowing restructuring

Total = ‘ UKL 1 871.0 million

The first two of the above are soclal measures arising out of pit
closures. The real Inherited llablllties are greater than ths amount of
aid requested. Thus  the financlal ald of UKL 261.0 miilion
(ECU 389.6 miillon) for these measures meets the criterla of Article 8(1)
of the Decislon. '

The Commission ruled on the third measure - the establlishment of
provisions to cover compensation for hearing loss and supplies of coal to
miners and beneficliaries described In Section 3.1.1.4 above - in Its
Declision of 28 March 1990. It concluded that the provision covering
compensation for hearing loss (UKL 410 miillion) Included compensation for
former workers made redundant In the course of the restructuring,
rationa!ization and modernization process, and for retlred workers from
mines closed during this process, which could not therefore be regarded as
related to current production, ‘ '

Simitarly, the Commission concluded that UKL 1 300 million of the
provision for the free supply of coal ccvered supply oblligations In respect
of 220 000 benfictaries, namely employees made redundant during the
restructuring, rationalization and modernization process, and retired
employees or their beneficlaries from mines closed during this process,
which could not therefore be regarded as related to current production.
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4. conciusions

Examination of the financial ald for the Community coal! Industry
notified by the Member States pursuant to Declsion No 2064/86/ECSC has
shown marked dlfferences between the forms of ald granted by the various
Member States. o

The timescale of ald schemes also varles substantlally according to
their objective.

This factor severely compllicates comparlsons between countrles. Thus
the varlous measures taken by the United Kingdom for 1989 are not
repregentative of future trends and must accordingly be consldered to be
exceptional.

However, It still holds true that the bulk of Community productlon
Involves production costs substantially higher than those Incurred by the
maln exporters of coal worldwide, and the survival of many Community
producers depends on annual aid of more than ECU 8 000 mlilion.

- One of the maln reasons Is that deposits have been worked Intensively
and extenslively for two centurles in most cases and have thereby aged; In
other words, the deposits nearest the surface have been significantly
Impover ished, and It has been necesary to extract coal at increasingly
great depths. This clearly necessltates more sophisticated, and hence more
costly, mining infrastructure.

In other cases this disadvantage Is aggravated by the disadvantages
linked to the poor quality of deposits resulting from highly compiex and
Irreguiar geologlcal structures and the very low denslty of reserves per
spatial unit compared with deposits elsewhere In the wor!d.

In splte of the nature of most of these reserves, they have continued
to be worked to differing degrees for reasons of self-sufficlency, since in
most Community coal-producing countries coal Is still the main indigenous
primary energy source.

Nevertheless, It should also be borne In mind that many plits with
costs which are excessive from a strictly economic point of view or to
ensure the security of coal supplies at Community leve! have been kept
going essentially for soclal and reginal reasons. In many reglons of the
Community, malnly in Germany, the United Kingdom and Spaln, economic
activity and employment are highly dependent on the coal Industry, which
has traditionally been the main dlirect and indirect source of work and
prosperity.

However, such a policy only has credibllity In the very short term,
since It simply puts off the taking of regional and social decisions, and
makes them harder to take In the long run.
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Continued employment security in the face of changes In empioyment and
location should be pursued by using reglonal development and soclal
rehabllitation aid as productively as possible at reglonal, national and
Community level.

. It cannot be the obJective of the Community‘'s coal policy to bring
Community production costs down to the prices currently charged on
international spot markets. Although such an approach can in certain cases
be a short-term micro-economic objective for certain industrialists, it

certainly does not correspond with the Community‘s long~term interests.

The world price does not reflect criteria such as security of supplles
or the upward trend of the long-term cost of supplles; It can be subject to
marked cyclical varlations; It Is strongly affected by changes In the

dotlar exchange rate; and It |s sometimes suspected by certaln. traders of -

reflecting a degree of dumping.

The pricing of Community coal must therefore Iincliude a securlty
premium making reasonable allowance for the risks assoclated with
internatlional markets and the long-term trends.

This is all the more essential In view of the relatively iInflexible
productlon system (attrlbutable to technical, geologlcal and geographical
factors) which, at least In the case of underground mines, often makes It
impossible to respond to short-term market fluctuatlons In terms of quality
or costs.

In the same context we must recognize the legitimacy of long-term
contracts provided their provisions do not confliict with the provisions of
the Treaties, notably the integration of energy markets and .  the
establ ishment of conditions ensuring the most rational distribution of
production at the lowest possible cost, providing all users In the common
market |'n comparable conditlons equal access tc sources of production.

The orders of magnltude revealed by this report confirm, on the basls
of the trend observed In certain Member States and the transitional nature
of the ald arrangements - the provislions currently In force expirs on
31 December 1983 - the need to pursue and Intensify restructuring,
rationalization and modernization policies so that they tead, by the time
Decisfon No 2064/86/ECSC explires, to a substantial phasing-out of ald
granted by the Member States to thelr coa! Industries.

in accordance wlth Articie 16 of the Decision, the Commission will
short!y be submitting a report to the Council on the experience gained and
probiems encountered since the Community rules for State aid to the coal
Industry came Into force.



~30-

&

Financial aid linked to current production in the coal industry

Country: United Kingdom

BOU/ tonne A

BUmillion

1989 1988 1989 1988
Direct
Article 3 : Deficit grant aid 1 514,9 294,2 15,41 2,90
Article 4 : Sales aid - - - -
Article 5 : Investment aid - - - -
Article 6 : Aid for underground staff 23,1 21,0 0,23 0,21
Other 5 089,5 - 51,78 -
Subtotal 6 627,5 315,2 67,42 3,11
' Indirect - - - -
TOTAL 6 627.5 315,2 67,42 3,11
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Financial aid linked to current production in the coal industry

Country: Gemmany

H]Jmilliop _ BOU/ tonne

1989 1988 1989 1988
Direct .
Article 3 : Deficit grant aid . - - - -
Article 4 : Sales aid 1 858,5 1 825,6 23,99 23,02
Article 5 : Investment aid - 55,5 - 0,70
Article 6 : Aid for underground staff 77,3 84,5 1,00 1,07
Other 9,7 92,7 0,13 0,12
Subtotal 1 945,5 1 975,3 25,12 24,90
Indirect 2 4711,5 2 530,0 31,91 31,90
TOTAL 4 417,0 4 505,3 57,03 56,80
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Financial aid linked to current production in the coal industry

Country: Spain ‘

BOUmillion BQU/ tonne
1989 1988 1989 1988 1

Direct

Article 3 : Deficit grant aid 386,4 352,8 20,14 18,56
Article 4 : Sales aid _ 19,8 10,0 1,04 0,53
Article 5§ : Investment aid - 4,3 - 0,23
Article 6 : Aid for underground staff - - - -
Other - 2,5 - 0,13
Subtotal 406,2 369,6 21,18 19,45
Indirect 102,5 79,9 5,34 4,21
TOTAL 508,7 449.5 ‘26,52 23,66
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Financial aid linked to current production in the coal induétry
Country: France
BlUmillion BCOU/ tonne
1989 1988 1989 1988 ]

Direct _

Article 3 : Deficit grant aid 174,6 238,3 15,18 19,62
Article 4 : Sales aid ' - - - -
Article 5 : Investment aid - - - -
Article 6 : Aid for underground staff - - - -
Other - 11,5 - 0,95
Subtotal 174,6 249,8 15,18 20,57
Indirect - - - -
TOTAL 174,6 . 249,8 15,18 20,57
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Financial aid linked to current production in the coal industry

Country: Belgium

BOUmillion BCQU/ tonne

1989 1988 1989 1988
Direct .
Article 3 : Deficit grant aid 154,2 143,1 83,13 57,53
Article 4 : Sales aid 5,1 45,4 2,75 18,25
Article 5 : Investment aid - 14,0 - 5,63
Article 6 : Aid for underground staff 0,1 0,1 0,05 0,04
Other - - - -
Subtotal 159,4 202,6 85,93 81,46
Indirect - - - -
'IUIAL» 159,4 202,6 85,93 81,46
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Financial aid linked to current production in the coal industry
Country: Portugal
BOUmillion BOU/ tonne

1989 1988 1989 1988
Direct ‘
Article 3 : Deficit grant aid 4.6 1,7 20,44 7,17
Article 4 : Sales aid - - - -
Article 5 : Investment aid : - - - -
Article 6 : Aid for underground staff - - - -
Other ' - - - -
SubtoAtgl 4,6 1,7 20,44 7,17
Indirect - - - -
TOTAL 4,6 1,7 20,44 7,17
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Financiel aid linked to current production in the coal industry

Coomini ty
BUmillion _ BOU/ tonne
1989 1988 . 1989 1988

Direct :

Article 3 : Deficit grant aid 2 234.7 i 030,1 10,71 4,80
Article 4 : Sales aid 1 883,4 1 881,0 9,02 8,77
Article 5 : Investment aid - 73,8 - 0,34
Article 6 : Aid for underground staff 100,5 105.,6 0,48 0,49
Other 5 099,2 23,7 24,43 0,11
Subtotal 9 317,8 3 114,2 44,64 14,51
Indirect 2 574,0 2 609,9 12,33 12,17
TOTAL A 11 891.8 5 724,1 56,97 26,68




Financial aid not linked to current production

-37-

(BUmillion) =
Financing of social benefits in the Inherited liabilities
coal industry - -
Total Excess aid Total Excess aid
1989 1988 1989 1988 1989 1988 1989 | 1988»
Belgium 905,4 883,7 - - - - - -
Gemmany . 3 814,5 3 334,9 104,4 162,7 185,8 106,3 - -
Spain _ 660,2 5§74,1 - - - - - -
France 1 781,0 1 500,6 - - 774,2 719,5 - -
Portugal - ' - - - - ' - ' - - -
United Kingdam 1 61,9 60,1 - - 2 940,9 221,9 - -
Conmmini ty 7 223,02 | 6 353,42 - 104,4 162,7 3 900,8 1 047,7 - -
1 The United Kingdom has an integrated social security system. The figures shown above cover only the special miners’

pension fund, which exists alongside the general social security system.

2 Excluding Portugal





