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Commlssion Report to the Councll and tho Europe A-Parilament
on the implementation mar-sa of the Sixth. c°uncl irect ive -
" -on Ald to ShIpbulldIng '
(lssued end February 1989)

Background

Accord/ng to Articie 12(2) Of COunclI Dlrectlvo Of 26 January 1987 g

on Aid to’ smpbuudmg (anmwssc- called the *sr t
the Comm/ssion shall, after two years of Imp!eme
Directive, which appl!es from 7 January 1987 to 3
report to the. European Parllamant and the KC‘vnc,r
appllcatlon and propose any necessary adjustments. PR

Objectives of the Sixth Dlroctlve

The principal objectives of the ald pollcy pureuod by -the SIxthif
Directive as expressed in the 60mmlsslon a orlentatlon paper onﬂf'
ald. atrategy for shlpbulldlng 1966(COH(86)924/3) transnltted to'j
the Councl! at end July 1986 and In the pre mble of the Dlroctlvel fﬂj‘

are the followlng

1) . to safeouard a vltal 60mnunlty Industry durlng -ﬁbntihUThﬁf.f*fv”*“

",world orisis; ,*
2 -t
'{tho Ionger term. could Ioad to a
~?shlpbulldlng Induatry: ) i
3) 'to ensure that lntra-Communlty competltlon Ia,,a‘ d: ¢
 .an equal basla in rcspect of all COmmunlty ards.b'""

The maln means of attalnlng theae objectlves are on the one hand,
to nake al! klndb of operatlng a!d 20 shlpbulldlng and ahlp.
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conversion subject to a periodically revisable maximum &ld ceiling

- which has to be set taking due account of the diffe:ences
between the cost structures of the most competitive Community
yvards and the prices charged by their main International
competitors with particular regard to the market segments in
which the Community yards remaln ielatlvely most competitive;

- which has to encompass all kinds of aild, iIncluding indirect aid,
in support of shipbuliding;

- which is common for ail Wember States,

and on the other hand to make restructuring alid available to yards
without any specific Iimits provided that the restructuring
objectives for Community shipbuliding are being pursued.

Spain and, under certain conditions, Portugal as new MNenmber
States are not subject to the ald celling for operating ald for a
4 year transitional period during which a higher Ileve! of
operating aid can be granted If the Governments concerned adopt a
restructuring pian for the Industry which will enable their
respective shipbuiiding industries to compete on equal terms with
yards in other Member States by the end of that period.

Aid schemes notified

During the first two years of application of the Sixth Directive
the comamon maximum aid. ceiiing for shipbuliding and ship
conversion Inslide the Community was set by the Commission at a
constant level of 28% of contract value before ald. Being a
function of the prevalling difference between the costs of the
most efficlent Community yards and world market prices for the
more sophisticated range of ships, the principle that the ceiling
should be progressively reduced, as lald down In the Directive,
was maintained Dy the fact that the unaltered celling had, during
the second year of application of the Directive, to be viewed in




rei/ation to a cost/price gap which hed widensd considerably to the

disadvantage of Community yards, mainly due to 'éxchanaa rate
deve/opments. From 1 January 1969 the Commission set the new
celling at 26x. The setting of the celling has every year been
based on a detal/led coaparative study of ahlpbulldlng costs and
prices In the EEC and Far Eaat connl:cloned to an. expert
consultancy by the COnmlasIon.v

The attached tables (Annex 1) gives a aurvoy of the shlpbulldlng
ald schemes notifled by the various Wmember States and approved by
the Commission during the perlod unde(_revlow’.

These tables show the varlety of,heané employed by the different
uember States /n providing ald support to shipbullding. There are
some Wember States, Denmark and Belgium for example, where
operating aid for shipbullding Is not granted directiy to the
sector /tself but ald Is instead given exciusively to yard
customers, whether profebslonal or /lay, Investing"ln-na#bulldlng
of ships, Other Wemder States however uae a mixture of dlrect and
indirect ald schemes. - ' '

The need for full ald transparency and the necesslity for placing
all kinds of ald for shipbullding, whether direct In the form of
payments or iInd/rect, through tax ‘Incentives, on the same footing .

by counting It futly Inside the common maximum ald celling, as

laid down in Artlclel3(2).and_?(4)%b??fhé Directive, has been

clearly proven,

The tables also show that all shipbullding Wember States having
notifled ald schemes have, with the exception of Belgium?; msde

It possidle to _grent ald up to the. maximum ald celling for
operating aid of 28% prevalllng dur!ng 1987 and 1988,,elthor byA 5
single achemes allowing that ilevel of ald to be ‘granted tux.,:
France, ltaly) or by the cunulat!va use of several opcratlng ald -

The Spanish and italian schemes had not besn approved by the
ed/ting date of this report (February 1989 . '

The accumulated ald Intenslty of the two. Belglum operatlng ald .

schemes for ahlpbullders has been calculatad at 21:.




v

schemes .

Where, by such accumulation, It would be possible for the 28%
ceiling to be exceeded, the Member States concerned have glven
clear undertakings that they would In no circumstances apply the
various schemes In any way which would cause the celling to be
breached. .

By the same token, the Commission has In accordance with the
provisions of Article 4(2) recelved engagements from all Member
States concerned that they will not apply the notified schemes In
such_ a way that ald for small ships costing lIess than 6 MECU would
exceed 20%3. )

The Commission has advised Member States that from 1 January 1989
it will not allow ald for this latter category of ships to exceed
16%.

Level of Aid granted

it Is, of course, Important to stress that the common maximum aid
ceiling, referred to in Articlie 4(1) and §(1) of the Directive, is
an upper Ilimit set for any kind of operating aid for
shipbuilding within the Community, related both to Individual
contracts and to operating losses In general. It does not
therefore necessarily need to represent the ald level actually

applied.

The Commission’s monitoring of the application of the ald schemes,
under the provisions of Article 11(1) of the Directive, has
established that a level of ald considerably Iower than the
celling has in reality been applied In most Member States.

Sece the declaration of the Commission to the Councl! Meeting of 22
December 1986 relating to Article 4(2) of the Directive (Council
Doc 4352/87).
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As Hember States In general have been siow In complylng wlth the:r '
reporting obligeations as set out In Artlcle 11 of the Dlrectwe. :
It has, at the time of drawing up this report, only been po,aible
to establlsh a complete plcture of ald payments for 1987‘ »

The tables of Annex Ila show the average Ievel of aId applled in
each Wember State on all reported contracts conciuded In 1987,
categorising contracts as to shlps costing nore than 6 IIECU', those.
costing less than 6 MECU and fishing vessels. It should be noted -
that no Mdember State except G'regc'ef‘has reported tne value of
unalded contracts concluded. This Is ‘regret'té_ti'lg be‘c_a’ilse”‘lt t_vodld
have &allowed the Commission to estabt_‘(sh the,oit‘_erall leve! of aid’
paid in respect of shipbullding contracts, ._Ef'lnst’end of as at
present only being able to reppr.t the average”lgvel _of: alt_t paid to

aided contracts. ' I L - ‘

Taking Into account other operating ald under Artlcle 5 of the

Directive, the level of productlon ald pald ln the Indiwdual
Member States Is as follows : S

Belgium: The average level of contract related 21d paid in support of .
aided contracts in shlpbulldlng in 1987 wes 20. 4% alt
granted to shipowners ; : B . :

1988 reports reveal an av"e"'r'aa'ejf:'ald levéi of 21% in res;@e'ct."
of aided contracts. In February 1988 the Commission
additionally approved a contribution to the yard Boglwerf' in
the form of two low Interest loans and the release of a
guarantee deposited by the yard. The grant equivalent of
the support was BF 66,5 @ In 1967, BF 64 & in 1988 and BF
21.6 & for 1989. In accordance with the provisions of
Article 5 of the Directive, the possibilities of granting
contract related production ald was correspondingly reduced.

4 Only & few Kember States had at that time submitted reports on
shipbullding contracts entered into In 1988.



Denmark ;:

France:

1taly:

Germany :
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Ba:ed on the turnover In merchant shipbuillding for the yarg
In 1987 this capital injectlon reduced the possibilities of
granting contract related operating ald In that year by
2.6%.

The average ievel of contract related ald pald in support of
alided shipbuilding contracts In 1987 was: 19.8%

The average leve! of contract related ald paid directty or

' Indl-rectlyt to a/ded shipbullding contracts in France In 1987

was: 26.3%
- ""‘-'-'—.P.., o ’

The average level of contract related e&id paid diréectly or
indirectly to yards for alded shipbuilding contracts in 1987
was: 15.4%

Additionally In 1987, the Commission approved rescue aid to
the yard Lindenau which, based on the principles in Article
5 of the Directive, amounted to an operating aid of 20.5%
during the first half of 1987 and ?_t_i for the subsequent
year and a half, correspondingly reducing the yeard's

- possibilities of recelving contract-related aid during that

pneriod. Also during 1988 the Commission approved some
operating ald to German yards which was not contract
related. Howaldtswerke Deutsche Werft following heavy
losses received a capital iInjection of DM 112,35 m supplied
by the federal Government through the state owned
shareholding company Salzgitter AG. This, added to contract
related ald, raised the total of operating ald received by
this yard In 1988 to 27.7X. The small Hamburg yard Poh! &
Jotwlck recelved rescue ald which reduced its possibilities
of recelving contract related production ald during 1988
and 1989 by 18.5%.

No reports on new shipbullding contracts have been submitted
during the first two years of the Directive, as no new alded



contracts have been concluded In that period according to
Information from the Italian Government. The shipbullging
activities of Itallan shlpyards have been based, Juring
these two years, oh orders taken before the entry Into force
of the Sixth Directive, and In particular during December
1985, when a large concentration of orders followed the
introduction of the “Finmare” Iaw dealing w)‘th aid for
renewal of the state-owned italian merchant fleet.

In fact In 1987, on the basis of the Fifth »Councll Directive
on Ald to Shipbuilding, the Commission approved LIT 600 bn
for the feflnanclng of the budget for large yards under ~Law
No 111" concerning production aid t"o' shipyards, . against
further reduction in shipbuilding capaciéy in vthese yards.

A similar need for refinancing of LIT 93.5 bn has also been
approved for smal! and medium yards efter eagreements had
been reached on strict limits as to alded tonnages during
the 1987-88 period. '

in 1987 the Commission, however took a negative decision
under the Fifth Directive on an Itallan plan to Introduce
supp/ementiary aid. to shipbullding ln the form of financial
support for stockholdlng5 '

Consequently the shipbullding activities In .Italy during
1987 and 1988, made up of the orders entered Into In the
period preceding the Sixth Directive, have been carried out
on the basis of tie ald level approved under the Fifth
Directive, Il.e., a wmaximum of direct production ald for
large yards of 2_51 of contract price (30% In the
Wezzogiorno). There exists also the additional possibility
of grenting newbullding aid to shipowners, either under law
No 361/82, allowing half-yearly subsidies on new bulit ships

§ OJL 119 of 7 May 1988, p. 33
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over 12 years, which amounts to a discounted grent
equivelent of close to 25%, or under the Finmare |aw
allowing for subsidies equivalent to the depreciation o/ new
buiit ships during the first five years of their f[ifetime
(epprox gﬂ grant equivalent). Ald to shipowners was of
course not directly subject to the Fifth Directlive.

Netherlends: The average level of contract related &ld granted iIn

support of alded shipbutliding contracts during 1987 was.:
- 12.2%

Portugal : Before the expiry of the 29 Februery 1988 deadiine laid dewn

Spain:

in Article 9(3) of the Directive, Portugal informed the
Commission that its mam._sh.my!ard S'e,ien-ave would take up tie
option of the special 4 year transition system In retetion
to operating aid set out In Article 9(3).

As regards .its other yards, however, Portugel chose teo -
become fully subject to ‘the operating ald rules of Chepter

11 of the Sixth Directive.

Portugal has reported 4 newbuilding contraets for 1987 with
an average aid level >f: _ 10.7%
{t appears that these contracts have nevertheless suffered
further substant/al losses.

At the end of 1988 the Portuguese Government submitted the
broad outl/ine of a new restructuring programme for Setenave
Involving an ald amount which Is still not known, to cover
the past and future losses of this yard.

According to Article 9(2) of the Directive, Spain Is subject
to a ‘transitional arrangement for 4 years which allows
operating ald to exceed the celiilng on condition that a
restructuring of the sector Is accomplished, through
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gradually reduced aids, making it capable of competing with
other Community yards at the end of that period on equal!
terms.

For 1987, Spain has reported shipbuilding contracts with an
average ald level, subject to Commission approval of the aid
schemes on which they are based, of 20.3%

" In addition as regards the public yards, losses for the 1987

and 1988 period totalling Ptas 77 .4 bn net of expected aid
under notified schemes (/.e. another 40X a/d, measured on
turnover before ald) have been - notified  for aid
compensation In connection with the submis&lon of the 1987-
90 restructuring plan at the end of 1988 for Commission
approval .

The average contract-rel/ated aid level! paid In support of
aided shipbuilding contracts in 1987 was: gﬂ

At the end of 1988, in connection with the UK Government's
notification of aid for the winding up of the activities of
its public shipbuilding enterprise, British Shipbuiiders -
partiy through privatisation "and paftly through major
closures - the Commission approved -operating aid for
compensation of the £80m [osses suffered by this company
during 1987 and 1988, bringing the total operating eid,
including contract related aid, up to ggzc_

The overall EEC [evel of ald pald In the Community to alded
shipbuilding and ship conversion contracts in 1987 was
around 18.5%, see Annex I1b. '

The table at Annex 1ib table gives a breakdown by ship type
of the newbullding end conversion contracts reported by
Wember States In 1987. '
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It demonstrates that the selective market policy embodied in
the aild provisions of the Sixth Directive, Intended to
steer the Community's shipbuilding activities towaros the
construction of technoliogically advanced, Iess [abour
intensive ships and smaller speciallzed vessels has
succeeded.

For example, standardized ships such as tankers and bulk
carriers count for less than 12.5X of the value of the alded
- contracts entered iInto, despite an upturn of the tanker
market In 1987, while high technology ships such as ferrles
and cruilse liners constitute close to 25% thereof eand
fishing vessels and other non-cargo vessels another 18%.

intra-Community Competition

.-Iln-view of the target of moving towards the completion of the .
internal merket by end 1992, the Directive's objective in
- Improving competition. conditions between Member States . In
shipbuilding Is particutariy Important. Besides the introduction
of one single production aid ceiling which includes &ll types of
shipbullding aid and which is common for al! Member States, (apart
from the two /atest sembers, Spain and Portugal) en Important
means of achieving that objective Is Article 4(5) which stipulates
that Menmber States may, In cases of competition between yards In
different Hember States for & particular contract, request the
Commission to intervene In order to ensure that the planned aid
does not affect trading conditions to an extent contrary to the
common interest.

in Its decleration to the minutes of the Council wmeeting of 22
December 1986 (Councll document 4352/87) the Commlission made it
clear that It will use Its powers under this provision to ensure
that the Ilowest ald level proposed In support of the competing
bids prevalis unless a higher level Is proven necessary In order
to ensure that the contract r_emalns within the Community.
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Hember States have made use of this clause In 23 cases during 1987
and 1988, (see the attached table 1i11).

in the great majority of these cases the Comrission’s involvement

~In the matter has resuited, with the mutual/ consent of the Member

States involved, In an alignment downwards to the lowest aid level
proposed. In three cases the Commission has accepted the higher
leve! of ald, without exceeding the 28% celling, after having
recelved substantiated evidence of competing -offers from third

countries.

Only In one case has the Commission had ton impose its policy by
way of & negative decision taken agalnst a Member StateS. In
another two cases, one of which principally concerns the special
probliem relating to ald for the building of fishing vessels, (see
Section VI below), the procedure under Article 93(2) of the EEC
Treaty remains at the time of writing this report, -open against
the higher aid proposals of a Wember State Involved.

The frequency with which the clause has been used by Member
States, the large number of voluntary setti/ements successfully
achieved by the Commission, and the Commission’s proven
determination to pursue its pbllcy to Its I‘fmlts under!.nes the
progress made In respect of this Important objective.

Specific problems regarding construction of fishing vessels

The Community fishery policy as set out In Council! Regulation No
4028/86 on fishery structures’, which was adopted virtually at
the sane time as the 60uncllfa Directive on ald to shipbullding,
and as also set out In the related Guldelines for the exam/nation
of state alds iIn the fisheries sector®, makes allowance for -

8rittany Ferries case, OJ L2171 of 24.8.1988

Councll Regulation No 4028/86 of 18 December 1986, OJ L376,
371.12.1986 '

OJ €313, 8.12.1968
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national aids exceeding the prevalling production aid celting of
the Sixth Directive for the construction or conversion of fishing
vesels under the multiannual guldance programmes approved by the
Commlssion, while at the same time excluding the possibility of
any ald-at all for the construction and conversion of fishing
vessels not being part of such programmes.

in order to .create compatibility between the Community'’'s
shipbutiding and fishery policies the Comm/ssion sent a circular
fetter to: ail Wember States on 26 May 1988 advising them that |t
will lnt.eﬁpret the rules of the Sixth Directive as requiring that
aids under that Directive for the construction or conversion of
fishing vessels of not [ess than 100 gt to be built for the
Community fleet must comply with the aid provisions of Council
Regulation No 4028/86 end the Guidelines for the examination of
state aids In the fisheries sector in order to be regarded as
compatible with the common market.

In one of the Article 4(5) cases listed iIn Annex [!] concerning
aid proposed at different levels by two MWember States -in support:
of their national yards for the construction of an Irish trawier ,
the Commission used this Interpretation according to which no ald
could be granted iIn support of the construction of the vesse! and’
initiated the Article 93(2) procedure agalnst both Member States.

Shipbullding ald as development assistance to developing countries -

The Community participates In the OECD Understanding on Export
Credit for Ships and the practice foliowed as regards shipbuilding

. ald granted as developaent assistance to developing countries.:

Under these rules shipbuilding ald may be granted provided that
the genulne development character of the ald Is demonstrated
through a nuamber of limiting criteria, one of these being that the
gift element must exceed a certain minimum level. '
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Belng in principle therafore Inco\mpatlble with the'restrictiors on
ald lald down In the 8ixth Directive, Articie 4(7) of the
Directive éxempta such ald froam thé celling for production aid,
but makes It subject to full transparency by Introducing an
obligation of prior notification of each Individual case to the

Commission.

During 1987 and 1988, 17 such cases have been notified to and
approved by the Commission, comprising 2 UK cases and 15 German
cases, (see table IV),

The cegree of transparency thus provided by these cases has
revealed that competition considerations and the ald policy of the
Directi/ve have not been sufflclently wel!l! served by the practice
hitherto followed, which 8siaply refered to the OECD Devel/opment
Ald Committee (DAC) List of deveioping countries.

in Interpreting the developrment context of ald to be approved
under Article 4(7) of the Directive, the Commission therefore
decided to further define the provisions of Article 4(7). Thus
the Commission will eliow only the granting of development
ass/tance to ACP countries, countri/es and territories assoclated
w'lth the Community and those countries which are not appearing iIn
the OECD DAC-//st as upper middle Income countries (UMIC). '
Subsequently the Commission established a Ilst of the countries
concerned which wlil be regularly updated. This [Iist was
clrculated to HWember States by letter of 8 January 1989 and will!l
thus be epplied In future (Annex V). -

Development ald In favour of shipbulliding may be granted to
countries not normally 'auglble for‘developmaht' ass/stance, If
Hember States are able to prove that a third 'country participant
to the OECD Understanding le planning to grant development
ass/stance to that country for a particular sh/pbulliding contract.
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Restructuring position

in view of the existing world wide excess capacities |In
shipbulilding, the present level of demand and forecast level of
future demand, the overall Increase In productivity and the
Community policy of concentrating on the more technologically
sophisticated segments of the wmarket, it Is an essential
objective of the Sixth Directive further to reduce shipbullding
capacity to a smaller number of yards which, through I[ncreased
specialisation, work distribution and a higher rate of
utiltization of their Installations can more effectlvely engege
in competition with our International competitors and by a
return to normal! market conditions will be able to operate

without the support of state aid.

In its 1987 paper to the Councll on the social and regional
measures accompanying the Sixth Directive®, the Commission
estimated that In order to be better equipped structuralliy to
meet world market competition, C@:mmunlty shipbuiilding capeacity
would have to be cut by approximately one-third during the 1987~

89 period.

During 1987 and 1988 this goal of speclalization,
diversification and structure! adjustment was pursued all over
the Community. Shipbuilding capacities have been subject to
substantlal reductions In most Member States.

The development of employwment |evels constitutes a practical
yardstick for reflecting change iIn shipbullding capacity.
According to ANES statistics, empioyment In merchant newbullding
has evolved as follows within the Nember States between end 1986

and mid 1988:

9

Com (87) 275 final of 20 July 1987.
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BEL DK F1 » UK GR IT2 3 NL3 PT  ES
end 86 2995 7000 13700 18184 12500 1709 11570 5400 5087 18000
end 87 2548 7000 8940 12875 11500 1621 9500 3600 5020 7300

reduction 447 0O 4760 5309 1000 - 88 2070 1800 & 700
4 15 o 35 29 8 5 18 33 ! 4

(Table complled from national sources) o

1. The figure for 1986 and 1987 covers Jobs in new shipbullding eand naval! and

para-naval building (conversion, naval vessels and off-shore vessels).' |

2. 2780 unemplioyed should be added to this figure; of these 2000 represent a

structural! overcapaclty for whom no new jobs can be found.
3. Estimated

in France the closing down of merchant shipbullding at the three

shipbuilding sites of the shipbullding broup Chantiers du Nord

et de la Méditerranée in Dunkerque, La Ciotat and La Seyne, has

feft the country with only one large shipyqrd. the Saint-Nazaire

yard of les Chantiers de !’'Atlantique belonging to the Alsthom

T ogroup. As Is shown in Schedule C of Annex 1, the Commission

! approved substantial aid, totalllng FF 4000 m, In support of

) this closure, mainly linked to the accombanying soc/al plan. |In

addition the establishment of an enterprise zone in the affected

regions, Dunkerque, Toulon-La Seyne and La Ciotat-Aubagne was
authorized by the Commission.

in the UK continuing structural difficulties in the public
shipbuilding sector Ied to the selling qff in mid 1988 of one of
British Shipbuilders® ajor yards, Govan Shipbuliders, to
private owners, who Intend to develop the yards for the
construction of a specific type of high-technology ship. This
_was followed by a decision at the end of 1988 to wind up the
remalning part of Brftish Shipbuliders by the selling off of two
smaller yards and the marine engine manufacturing unit end the
closure of North East Shipbuilders’ two remalning construction
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sites, Pallion and Souttwick. These measures were supported by
an ald package approved by the Commission which Involved
compensation for losses and restructuring ald totelling roughly
£210m. Here too the establishment of an enterprise zone In
Sunderiand has been authorized by the Commission.

-iIn the wake of the bankruptcies which affected & number of small
and medium yards, the German shipbullding Industry has, with the
support of & budgeted DN 300m restructuring scheme for
ahipbu!{dlng in the Coastal! L&nder (see Schedule D, Annex |),
worked on its structural adjustment and diversification policy.
D 117m of this budget has been deployed In the structural
adaptations of the Bremer yards. This restructuring Is
represented by the creation around the shipbuilding company
Bremer Vulkan of the “Bremer alllance”, incorporating the other
Bremer yards (Seebeck, SUAC, Llioyd and Jade) by wmerger and
involving division of labour and speciallzation. Financial
support by public authorities in creating this alliance, through
the city of Bremen and the publicly owned regional company for
industrial participation, HIBEG, is presently being examined by
the Commission dnder the state ald provisions of the Sixth
Directive.

in Denmark the structural adaptation has Involved concentrating
the merchant newbullding activities of the ﬁanyard group at the
Frederikshavn yard while correspondingly ceasing newbuilding at
the Aalborg yard.

K v

In the Netheriands significant rationalization measures have

been put into operation resulting iIn substantially reduced

employment throughout the sector.

italy and Spain seem to be the two major shipbuilding MHember
States to have been least affected by the Directive's Impetus

for structural adaptations. As ment/oned previously (see pege



- 18 -
7) italy, has not carried out any shipbullding activities under
the Sixth Directive during the first two years of its currer.y.

Spain entered  the Community at the final stage of a
restructuring period for shipbuilding covering 1984-86, which =

represented Its first major attempt to face up to the need to
restructure Jts shlpbulld!ng capacity In reletlon to world

demand. However the obl Igetlon to draw up plans to continue _
these restructurlng neesures as requested under the 4 yeer
transitional period euowed by .the SIxth Dlrectlve caused
serious labour: unr_eet . The 1987-90 restructur!ng p.'en ‘which
must result in the Spanish shlpbulldlng Industry “becoming "

competltlve by the end of 1990 on -the same terms as those

prevailing for other Member States {see page 9), was therefore :

not finalized for nottf:catlon to the Commisslon untH the end

of 7988 Thus the necessary measures Wlll need fO be effected S

. within a much shorter perlod

In its  preamble ‘the Sixth Directive: states that ‘add
meesures should be. edopted in order. to allevlate the socla
regionel consequences of the retructurlng of the shipb

: sector

10 0J L 255°0f 15.08.1968, p. 24 =

Iooeld ey N
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it is important that the Councl!! decides In the near future the
proposed social Programme!!, iIn order to alleviate the sc:zial

consequences of the restructuring of the shipbullding Industry.

X Present state of the Communlty Shipbuilding Industry

1. The shipbuilding market remalned at a depressed level of
demand during 1987 and 1988. The world order Intake which
In 1986 reached the lowest ilevel since the beginning of the
crisis, 9.48 = cgt, hardly plcked up In 1987 (9.74 m cgt)
an;f in 1988 touched a new bottom of 6.8m cgt during the
first three quarters.

There are no signs of an Immediate end to the crisis.
According to the [atest forecasts by the European
shipbullding industry a notable pick up in demand cannot be
~expected to occur until the early nineties with a peak,
representing approximately a doubling of the 1988 Ilevel,
being reached iIn 1998.

in spite of the downward trend In new world orders, the
Community has, during 1987 and 1988, been able to improve
its market share of new orders slightly, from 16.7% (based
on bgt) in 1986 to 20.2% in 1987, thereby regelining Its 1976
share', and to 23.5% In 1988 (first three quarters). On the
positive side, the evolution In order intake has been
particularly marked in Spein, Denmark and Germany while by
contrast the saturation of the italian order books at the
end of 1986 and the absence of ald support schemes during
1987 and 1988 has curbed the Itallan order Intake during
that period. In Spaln orders from an exceptional low level -
of 205 000 cgt In 1986 Increased to exceed 500 000 cgt iIn
both 1987 and 1988. In Denmark, after a 33% drop In 1987,
the order Ievel rose In 1988 to roughly 456 000 cgt

11 OJ C 249 of 23.09.1988, p. 8.

e e i, e
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compeared to the 1986 level of 270 000 cgt. The German order
intake has shown a steady Increase from the 1986 leve! of
435 000 cgt to 510 000 cgt in 1987 and 650 000 cgt in 1588.

Newbullding prices Increased during 1987 and 1988 and has
In US dollar terms, depending on vesse/ type and tonnage
have increased by between 27 end 55% In the perlod nld 1986
to October 1988. However, the currencles .of the naln
shipbullding nations have at the same tlne shown strong
Increases In value In relation to the US doilar (DN +21%,
WON +23%, YEN +28% since mid 1986). At the same time the
coste of the najor' components of prodgctlon costs have all

increased. The yards of -the Ieedlng'-shlpbulldlng nations
have not, therefore, benefitted greatly from this upswing in

prices.

Nevertheless, at the end of 1988 the Commission reduced the
production aid ceHIng' by two percentage.polnts from 28% to

26% for the Community while at the same. thpe the maximum aid '

leve! acceptable for small ships costing Iess' than 6 MECU
was reduced from 20% to 16X. o

Prices are still insufficient to cover full production costs
In. the leading shipbuilding countries. -The steep rise |In
the value of the yen, taking the.currenc)_' closer to a level

correspondlng to Japan’s economic 'etrength -and competitive .
power in lnternetlonal'ﬁrade; has meant that few Japanese

shipyards, If any, have been operating. profitably at
prevalling pru_:es in 1987 and 1988 . The Japanese

Government reacted to this recesslon by'-the introduction In

1987 of a structural reform prograsme which, by April 1988

‘had resulted in a reductlon in the number of sh!pyerds'

capable of bulldlng ships of pore tnan-sooo; gt from 59 to
39 and the number of docks or berths from 73 to 47, thereby

reducing the Japanese total ahlpbulldlng capaclty from 6.

million gt to 4.6 alllion gt, & 23.6% reduction.
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South Korean shipyards are In the same lossmaking situation,
partly because of the steep rise In the value of the won
during 1988, partiy due to a change In the yards’ .Jost
structure resulting from large increases In wages, following
serious f{abour unrest In most yards. At the same time two
of the mejor yards are experiencing serious financial
difficuilties, stemming from extensive financl/al charges from
increasing debts caused by pricing beilow full cost.

Agalnst that background and In accordance both with Its own
decl/aration of intent when proposing the Sixth Directive to
the Councl! and with the Parliament's resolution of 12
December 1986 on the Sixth Dlrectlve; the Commission will
continue to work with Its Far Eastern competitors for a
normal ization of the world market, as stated at the Tokyo
meeting of the OECD Working Party No 6 In November 1988. As
aids given in the Member States are a direct consequence of
the selling of ships by Far Eastern countries at pflces that
do not cover costs, the Commission will focus its efforts on
an overall elimination of abnormal! pricing and distortions,
and on the establishment of a healthy market. These efforts
will have as their ultimate goal the gradual removal of any
need for future state aids to the sector.

CONCLUS ION

it can be concluded that, during Its first two years of implemention,
the Sixth Directive has, all things considered, Iilved up to the
objectives set for it at Its adoption. ' '

It has defended the position of Community shipbuilding on the world
market.

it has spurred the Increased concentration of Its newbullding
activities iIn the high value and high-technology category of ships.

it has reanimated Intra-Community competition In shipbullding eand
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reduced the level of ald support in such cases.

1t has. supported the structural/ adjustment of the. sector through:
elimination of excess capaclties, diversifications, specl/alization,
innoveat i on. and research and development.

it has accomplished the equal treatment of production aid to
shipbullding, regardiess of the form In which It |Is granted and -its
immed]ate addressee, thereby cresting aid transparency ..

There seems no particular need for adjustmente to the blrectlve. as
the necessary steps, such as In the case of construction of fishing
vessels for the Community fleet and development assi/stance, have been
taken by way of Interpretations durlng the course of the Directive,

i1t should, however, not be left without mention that there have been
some flaws In the Implementation of the rules of the Directive during
the first two years.

Firstly It must be regretted that three Wember States have, to a large
extent not been subject to the provisions of the Sixth Directive
guring its first two years of validity. Italy has operated under the
Fifth Directfve based on a large order intake during the last period
of validity of that Directive. Spain, ‘and to a certain extent
Portugal, have experienced considerable delays in drawing up their
restructuring plans, leaving them only the last two years of the
Directive’'s life to reach a level of competitiveness equal to that of
other Hember States.

Secondly, It Is both unacceptable and Inexpl}cable that, this far iInto
the life of the Directive, =most Hember States ere ‘stHl not capable
of fulfiliing thelr reporting obligations under Article 11 of the
Directive. 'These obligations were taken by' Member States when
adopting the Directive and are an essential part of It. The
reporting system enables the Commission to wmonitor closely that a
strict compliance with the rules Is being observed and that the
objective of full transparency Is achleved. There Is therefore every
reason for criticism when In spite of clear and detal/led Instructions
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on how reports should be made and repeated reminders, the majority of
Member States have not even manaped to submit the current reports on
naw shipbullding and shipconversion contracts, [n accordance with the
fairily simple scheduie 1 table annexed to the Directive, on a regular
basis. Thus at this point the Commission has only been able 1o draw
up a detalled pilcture of ald payments for the year 1987, and even this
imprecise In certain respects as Indicated In the tables.

Cpntinued non-observance or incomplete observance of the reporting
obligations of Article 11 could jeopardise the implementation of the
aid policy embodied in the Sixth Directive. If this situation is
not very quickly regularised;.the Commission will have to consider
taking proceedings against Member States. '

-
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Ald _schemes notified during the validity of the Sixth Directive -

v

Februlry 1989

Belglum
Denhark
France
Germany
Greece!

Italy?
Netherilands
Portugal
Spain2

United Klngdpm

€ -~ % O MmO O DR

1 No aid schemes have been notified by this Wember State.
2 Ald schemes have been notified. The Coamission’s assessment of
the schemes, however, has not been terminated. -



A. Belgium

/. Operating ald

Ald to shipowners In the form of loans for newbuilding and
conversion bearing an interest rate of 4 to 5X and a duration
of 15 years with the possibiility of a two year grace period.

State guarantees for commerclal loans to shipowners.

The soft loans granted by the State and the /oans for which the
guarantees are granted can cover a maximum of 85X of the contract

value.

!1. Restructuring aid

Investment aids for yards covering 3X of two thirds of the
investment costs over four years or 4% of three quarters of
the investment costs over five years.

Ald'to yards covering up to 50% of reseerch and development
costs for prototypes relmbursable In the case of commercial

utilisation of the prototypes.

LI

[
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B. Denmark

Operating aid

Aid scheme for shipowners offcrlng up to end 1988 for

'dellverles at /atest by end 1990 credit facllltles for 80! of_
contract price with a duration.of 14 yaars (4 ‘year grace =
period) at either 2.5% p.s. or 4% p.a. lnterest and ‘éombined

with an Inflation guarantee Ilnked to the net consumer price
index beyond 3% p.a. (for 2.5% ) or beyond. 1 , 5% (for 42) For
contracts concluded over the perlod fron 1989 to 1992 the
Danish Government has notlfle_d a gradual reduction of the
grant element of the. scheme. Thus, the -part of “the 80%
covered by the indexed loans will be progresslvely reduced
Ieaving at the end of the perlod only Ioans on OE¢D export
credit terms. The time schedule Is the fp»l{lowlng: |

Contract concluded Deiivery = - indexed .10an " OECD Ioan

before- .  before 7 coverage' - .c‘o,vﬂ_'e'_rage_-{, :

31.12.1988 81.12.1990 .  &0% .. -
31.12.1989 ér.‘rz'."-vo”o.r’? L eox Y - 20%
31.12.1990 81.12.1992 - as% . ssx
1.1.1991 81.12.1993° © . 30% - - 50%
FROM 1.1.1992 - = so%

State guarantee for ahlpowners free of charge to cover second
mortgage levei, typlcally 30% of contract price, for small
cargo vessels.

Specific tax concession for shipowners or third partles
providing for accelerated advanced depreclation at 50% for the
two-year perlod 1987-88 for Investments In ships (against 30%
for Investments In other capital goods). Valid unti! end
1987 .



Exchange risk guarantee for shipowners at 0.5X% p.a. for credit
granted in foreign currencles. This scheme has expired,

With effect from 1989 unti!i end 1992 the Danish Government has
notified a scheme providing for guarantees toc yards for
shipbuliding contracts covering up to 75% of the final loan in
the Ship Credit Fund of Denmark with a budget of DKR 1
thousand wmlilion. The granting of the gusrantee s

. eonditional on the fact that the Board of the'bene'fl-clarry yard
. - has made & final end Irrevocable decision to close the yard.



/.

a. 0 - 15% grents of contract value to shlpowners for lnvestment}f

rati ald

in ships.
b. Grants to ye’rds,qp,}jitof;_zéiio contract \;cfrue

For ships costl'.
contract value before aid.

Restructuring aid

a. Nord—uédlterranée In Ilquldatlon {7 ooo employees) beneflts-f_

from a social plan wth two k

- & Jump sum of FF 200 ooo In cese of redundancy. g _ :
- payment of allowances durlng two years of vocational tralnmg

b. Seven small yerds beneflti, from slnller soclel schemes,
Involving around 3 000 employees e B

c. A number of closure alds for a slgnlflcant partlal closure of "
the six sites of the forner repalr vard Anuo. ’ o -

d. Ald for research and developnent projects wlthln a renge of 30 .
to 50X of costs.
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D _Germany

Operating ald

Conditionally reimbursable interest-free loans to shipowners
representing 0.7% of the purchase price plus the Iinear book
value of the ship reimbursable six years after payment of the
last Instalment of loan with the possibliity of remission when
reinvested In bullding or conversion up to 30X of Investment
costs. Loans granted for ships before 1 January 1988 cannot be
remitted In excess of the prevalling maximum celllng. Loans
granted for ships purchased after 1 January 1988 cannot be
remitted If reinvested in bullding or conversion.

Specific tax concession providing for accelerated advanced
depreciation at 40% of the production costs in the year of
procurement or production of the ship end for the following
four years. Deduction of Josses In taxable income of up to
150% of the owner’'s deposit. Where the company is dfssolved
or where the shareholder withdraws from the company, the
proceeds are only subject to half the taxation rate.

Export Credit schemes In forp of Indirect production aid for
new building and conversion through credit facllities for
German and foreign shlbowners at 80X of ship costs at an
interest rate of 8X over 8 1/2 years.

interest subsidies granted as development assistance to
developing countries In accordance with the OECD Arrangement
on Export Credits.

Competition aid In the form of grants to yards of up to 20% of
the contract value to meet alded competition from other Member

States and third countries.

Guarantees of 80-100X for new buliding and conversion In the



Coastal Lldnder for second wmortgages on ships under
construction.

{11. Restructuring aid

a. Coastal! Lénder:

1) Investments
- Investments for rationalization and wmodernization are
eligible for support up to a level of 30% of costs;

- = costs of conversion Into activities other than shipbuilding
are eligible for support at the prevailing maximum regional
aid rate pius 5 percentage points.

2) Closures
Support of up to 50% of costs.

b.” Aid In the form of grants to yards In Hamburg for
diversification purposes.

1) up to 50% of costs releting to applied R&D investments and
up to 30% of costs for the purchase of know-how and market
studies and for creation and testing of prototypes.

2) up to 20% of Investment costs related to the Industrial
app!ication and commercial exp/oitation of the project,
through alterations in existing Installations and
consiruction of»new-lnstaflatlbns. '

c. Ald for research and d!velopmeht with up to 80% of project
costs. ' S |



ii.

E. ltaly

Operating ald

Aid to shipyards In the form of a grant equal to the maximum
ceiling established annually by the Commission. The grant may be
aval/lable’' In proportion to the construction progress or up to 75%
of the grant at the beginning of construction.

This aid can also be given to yards which build & ship of their
own. In those cases the grant [/s calcul/ated on the price declared
by the yard and eventual iy corrected by the real final cost.

Budget forecast 349.6 bn Lit.

Aid to shipowners In the form of bi-annual grants bridging the
difference between the grant equivalent of a loan calculated on
OECD terms and the italian market rate.

Where the vesse! [Is maintained under the Italian filag, the
contribution will be calculated on the basis of the reference rate
plus two points.

The contribution may be granted as a once-off paynment.

Restructuring ald

Investment ald
Wodernisation of yards without Increasing capacity is covered by
{oans of up to 40% of the Investment (80X for shiprepalr docks).

Ald for reconversion
Yards reducing their capacity may recelve loans covering 50% (70%
in the Hezzogiorno) of the costs of specific actions such as:



"retralning of workers to other activities than shipbuilding;
Investments made in the creation of activities in the fieid of the
sea environment (fl;hlng, tourism, oceanic research, anti-

pollution etc.

Ald to research and development

The government will cover up to 90X of the cost of two three year
programmes In research for ship design and for ship propulsion.

_The budget forecasts for these two prograsmes are respectively of . :

20.2 and 21.2 billion Lira covering the three year period. For
appl!ied research a contribution of up to 50X of the cost of
prototypes may be given to shipyards. A budget of Lira 12 billion
Is forecast In 1988 for this. :



G _NETHERLANDS

Operating ald

a.

General ald for the bullding of new sea-going ships 1987-89.

The scheme involves contract-related production ald granted to

" shipyards. Under the scheme as originally notified to the

Commission, the Dutch Government made a total of WFL 197.2 m
avallable divided Into respective amounts for each of the
years 87, 88 and 89 of HFL 62.2 m, 67.5 , and 67.5 nm.
indlvidual aid percentage Ilimits were established for
different leveis of contract value, ranging from 3X to 14X.
These percentages were ralsed for an experimental period to é
range of §5X to 19%. The Dutch Government subsequently
notified the consolidation of the experimental percenteages
into the scheme within & range of 10% .to 19X. At the same
time, the scheme was prolonged for 1 year until the end of
1990 and the overall budget wes ralsed to HFL 380m for the
four years 1987-1990. Individual budgetary allocations for

- each year were 1987 : HFL 30.3m; 1988 : KFL 134.7m; 1989
"HEL 100m; 1990 : HFL 95m.

Investment Premium Regulation on Sea-going Shipping 1987.

The premium Is_ a tax dbenefit to shipowners and as originally
notified amounted to § annual Instalments of 5% of investment
costs. The effect of the premium Is to lower the annual
depreclation amount over the attributed Iife of the ship and
it Is avallable In respect of Investment In sea-going ships
during the period 14 May 1987 to ! January 1990. For the year
1989 the level of the annual Instalments has been reduced to
2.5%.



Reguiation on the Interest Subsidy for .the Shipbullding
Industry 1987. o - '

The Regulation |s based on the terms of the'OECD’Understending :

on Export Credits for Ships. The subsldy percentage amounts
to the difference between the nmarket Interest rate and a
threshold of 8% up to a maximum of 2% where the recipient has
& financing agreement,eoverlng a nexlumum'ef’aoz_of the final
price and for a period of no more than 8.5 years. vln. view of
the level of Interest rates current In 1987 the Dutch
Government did not set eslde eny funds for the Regulatlon in
that year. The Dutch Government has now notlfled to the

Commission that It intends to replece this Reguletlon wlth an 7
extenslon to shlpbulldlna of the Stlmuletlng Export Actlv:tyff_ Sl

Regulation 1988

e s A P g e ¢ et .




1.

H_Portugal

Operating ald Law 345 of 2.9.1980

A cost guarantee to shipyards which cannot exceed 25X of the
total cost of works on the date of their completion.

A “direct contribution to project” which cannot exceed 5% of
thé costs upon completion.

A contribution to tralning which cannot exceed 2% of the costs
upon completion.

Loans up to 80X of the overall costs, with a duration of fou/
years and an interest rellef grant that cannot exceed what is
foreseen by the OECD Understanding.

These aids (a-d) when combined may In no clrcumstances exceed
25% of the costs upon compietion.

Loans to national shipowners covering 80X of the contract
price with & duration of 14 years,-a 4 year grace period with
and ‘an interest rate lower than that provided by the OECD
Understandlhg.

Ald to Setenave

grant Esq. 500 = ) to help cover

loan Esq. 100 m ) conditions ) cost of

foan Esq. 270 m ) unknown ) restructuring

loan Esq.. 1,000 m ) conditions J to help cover cost
" toan Esq. 300 m ) unknown ) of reducing

employment
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/. Spaln

Operating aid

A,

. convergions;

lt)

- 8)

¢

Decree concerning ald to shlbo#nera_-cneeaurag to promote
demand) ' o ' '

It applies to national ahlipowners for new buliding and ship

For buliding: toans of up to 8sx of baclc valuo. durarlon

12-14 years, grace per iod up to 2 years,
interest rate 8X%.

1

For conversion: loans of up to ?5% of the. iprks value,

Duration & years grace period 2 years
maximum, Interegt rate 8%.

 Dacres concerning shipbullding presiums

a) Operatlng prémiums , ‘
1) basic value leas than 6 HECU : ald 14% of baslc value
113 * ° between & and 10 MECU: * 18% *

Mgyt % " 10end 14 MECU: * 208 " "
Iv) % . " of 14 MECU and over: - 2% * . -+

-~ 8hip conversion = ald 20% of basic value

») special premlums: from 0-8% bf.baolc_valuq to-pro@étq

contracts contributing. to. the achlsvement of the  “
compet/tive objectives for. the shipbullding industry.

Loss coverage for the state owned shipyards: Ptas 107,188m

or ECU 812m for the period 1987=1990



11. Restructuring aid .

A fund will be constituted from the Government budget representing
5X of the basi/c value of contracts aigned.

bt L



J. United Kingdom

i. Operating ald

a. Shipbuitding intervention Fund
Contract-related production ald to yvards In the form of grants
within a sliding celling up to 28X of buliding costs, /.e. for
ships costing £10 mlilion the noraal maximum will be 20%.
This will fall by three quarters of one percentasge point for
each £ T mililion reduction In the cost of bullding beiow
10 mitilion.

b. Shipbullders Rellief
Grants eamounting to 2X of the contract price covering

reimbursement of duties applicable to hydrocarbon oil and
vehicle excise licenses, where such costs enter into the costs
of constructing, fitting out and equipping the vessel.

c. Loss compensation to Hariand & Wolff, as necessary.

d. Home Credit and Export Credit Guarantee Schemes
Indirect production aid through credit facilities for UK and
foreign shipowners at 80X of ship costs at 7.5X% over 8 1/2

years.

11. Restructuring aid

a. Reglonal Development Grents
Non-specific regional! ald scheme allowing grants of up to 15%
of eligible expenditure, algo avallable for Investments In
shipbuliding, ship convergsion and shlp repair.

b. Research and Development Ald Schemes
Grants of up to 100% may be provided for specific R&D projects
undertaken mainly at British Maritime Technology Ltd., a




c.

-9 -

lim/ited company by guarantee whose members are drawn fron
shipbuiiders, shipowners, oll and gas Industries, civil

authorities and defence and other Industries.

Closure Aid

A scheme allows for ald to British Shipbuiilders Enterprises
. Ltd., & 100X subsidiary of British Shipbuillders, for the

re-employment of 3,500 former B.S. employees whose redundancy
was decided In May 1986.

A similar scheme Is being made available for Harland & Wolff
Enterprises Ltd., to provide assi/stance for workers to be made
redundant from this shipbullding company in Northern Ireland.

e e e e .
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List &7 averege contralt-relzved producticn &ius paic te shipouiicing by thne
taz

various Mexber S es in 1487

A. BELGIUM
B. DENMARK

C. FRANCE

D. GERMANY

E. GREECE

F. NETHERLANDS

G. PORTUGAL ..
H. SFAIN

I.  UNITED KINGDOM

N.B. Italy has reported that no contracts wars tsken under the Sixth Directive

during 1987



LU f 48,061 RG/sd -
A - BELGIUM : ‘

|Average grant equiv. ¢

987 | SHIPS | YARDS | TOTAL CONTRACT VALUES | TOTAL AID brant equiv. of |based on contract A
{___ ?_ } } fotal aid |value before aid (z) |
. | e — .
SHIPBUILDING | | | | | {
| [ | | | |
| | | | | |
1 | | | | ,
ABOVE 6 MECU | 2 | 2 | BF : 3,180,000,000 | BF : 2,640,500,.000 PF 649,050,000 | 20.4 ‘
{ | l ECU : 73,883,041 I ECU : 61,348,481 f“’ 15,079,807 }
I | | I ' | | .
BELOW 6 MECU | 0 | 0 | - | - - ' - .
| | | | | f
| | O | | ,
| | | | | | f
FISHING VESSELS : 0 : 0 : - I - : - I _ {
' :
| | | | | ,
[ | | | | I i
CONVERSIONS | 2 | 2 | BF 80,656,283 | BF 62,816,210 PBF 15,543,581 | 19.3 P
| ! | ecu 1,862,490 | €cu : 1,450,533 Ecu 361,13 |
| | | ! ‘ |
| l l | |
| | | | |
| | I | |

stes: 1. Total aid includes loans and guarantees at full reported value.
2. In calculating the grant equivalent of total aid, interest reductions on loans have been discounted to reach a grant
equivalent, state guarantees are taken as 10% of the guaranteed amount and, in accordance with the terms of Article 4(4)

of the Sixth Directive, credit facilities meeting the terms of the OECD Understanding arz not translated into a grant
equivalent. .

" H



= DKK 7.88472 | : - RG/sd
" ' ' ' B ~DENMARK '

' , _ . |Average grant equiv.
TOTAL AlD IGrant equiv. of |based on contract

| Total aid - - |value before aid (%)
IR | ’ '

1987 TOTAL CONTRACT VALUES

3
A
=’i

HIPBUILDING -

.

Bl

4 036,300 000 - | oKk :

BOVE 6 MECU . to
o 511 914 1aofa"3*"‘

~1,381,565,000 {okk 936,547,sooe" .k
:o 7S, 220,550 |ecu 125,121,437 | '

ELOW 6 MECU -~ ° 18,800, 000 15 040, ooo qﬁk*- 3;102,000‘ 165 ¥
. ‘ 2,384,359 1,907,487 |ecu - 393489 | k

509,494,740
. 64,617,987

ISHING VESSELS < ”'308;968;6682{6kxkréi,&?&;ﬁ?a-, 184"

39,135,6?8 }?99 11,880,824

216,313, 715} o “ . g

onveksxo&é-d:* "6 099,250 =DKK~ Y
773,532 1ECU 1445 ﬁ
ote : 1. Total aid inclide s~and guaraxtees at full nominal reported or: calculate atie. ?

2. In calculattng the: grant equtvalent of. total “aid, 1nterest reducttons on. loans,have been dtscounted to reach a grant
equivalent, state guarantees are:. taken as” 101 -of -the* guaranteed amOunt .and, in accordance with the teras of Artice: 4(6)
of the Sixth: Dtre-*rne.-credtt factltttes meettng the terms of the OECD Understandtng are not translated 1nto a grant
equ1valent.:,4i,p;'_‘ SIS T LS e T e :

"
i
o

)

?




e _ o Ku/sy -
C - FRANCE

|Average grant equiv. B
1987 | sHlps |  YARDS | TOTAL COMTRACT VALUES | TOTAL &jD ' | Grant equiv. of |based on contract
| | _"._._,q-____________m,__________hr.m.m__"""*__,_ {Total aid |value before aid (%)
T I N I -
il PBUILDING I | | | | :
I | | I | I
| I - | | I
[ | l I [ |
FB7IE 6 MECU } 4 ’ 2 :fF : 2,428,250,000 :Ff + 833,000,000 - ¥F 663,521,000 | 27.3
. | | lecu 350, 442, 330 jEcu : 27,443,570 cu 95,758,612 ,
' | I [ | I '
BELOM 6 MECU ! 0 : [ S ! - l - } - |
| y | ! I ; |
i | | I | | ;
FIZ-ilNG VESSELS I 4 | 3 ler @ 234,181,800 =FF : 60, 200,000 Er 59,309,000 | 25.3 |
: : Iecu 33,796,856 |ECU 8,650,133 Y 8.359,400 :
| | | I | |
T0TALS ! 8 | - [6F :2,662,431,800 :rf : 943,500,000 : - ! 26.3
: : _}ecu 384,239,186 IECU & 136,702,703 | I
' ! | l | ; |
Db RS TR | 4 | 1 'FF ;97,000,000 iFF 26,600,000  gfF 21,736,000 | 22.4
: : Hecy 13,998,932 :Ecu : 3,463,653 kcu 3,136,915 {

otes i1 The contract value given for fishing vessels is only approximate, being based in part on calculated values.
2 For the grant equivalent of total aid, interest reductions on loans have been discounted to reach a grant equivalent,
state guarantees are taken as 10 of the guaranteed amount and, in accordance with the terms of Article 4(6) of the y
Sixth Directive, credit facilities meeting the terms of the OECD Understanding are not translated into a grant equivalent.

B e v ¢ Rt LTt



‘RG/sd =~

D - GERMANY
|Average grant equiv.
1987 | SHIPS | YARDS | TOTAL CONTRACT VALUES | TOTAL AID - |Grant equiv. of |based on contract
) | | | | L |Total aid lvalue before aid (%)
__ [ f | l | R
SHIPBUILDING | | | X | |
| | | | | |
N | : :
'ABOVE 6 ‘MECU | 14 I e { DM : 728,781,000 ':on : . 280,354,000 :Dﬂ 114,704,040 : 15.7
} : |ECU : 351,808,080 |ECU = 135,336,680 |ECU 55,371,653 |
, | | I | TR I |
BELOW 6 MECU . } 4 } 3 } DM : 16,855,500 lon ;3,722,500 oM 2,256,027 } 13.4
| , [ECU 8,136,740~ JECU : 1,799,355  |EcU . 1,089,063 |
: i | E v b : R R [ .
FISHING VESSELS : 8 : 5 =om ©. 74,037,000 }on : 13,327,850 - ;on 12,708,510 } 17.2
| , [ECU : 35,740,249 [ECU 6,433,819 - |ECU 6,134,842 |
| | | | o | ¥
TOIALS | 26 | - low : 819,673,500 lom : 297,409,350 | - ._{ 15.4
: : "‘,:ecu”: 395,684,830 =Ecu ;143,569,890 I |
3 ! | T o | I '
SONVERS OIS ! 18 | 8 :on ;116,710,240 lom 49,236,600 lom 25,011,253 { 21.4
: : [ECU = 56,340, 115 .-Iecu : - 23,768,229 ,;%Ecu 12 073 807 - '
, , : |

tss 1 1. Reported contract losses - Above 6 MECU : oM 64,250,000 (ECU : 31 015,722) ~ Below 6 MECU : PH 3,,000 (ECU
Fishing vessels : DW 733 648 (ECU : 356,158) .. converSIQns D DM 12,742,100 (ECU : 6,151,057)

"2. This analysis 1ncludes orders where the contract date has not been provided. Therefore the values may include

some 1986 contracts. Excluded are contracts wh\ch the German authoultncs have 1nd1cated probably fall outsiae
the scope of the 6th Dnrectlve.

:.ta,B?bi:

. lhe total contract values are only appr0x|mat , heing based vn a mixture of contract
dcpendnng on which has been reported in reSpPCl of 1nd1v1dual contracls

4. Development aid contracts are excluded," ,
- 5. Yotal aid includes loans and guarantees at full reported value. :
6. In calculating the grant equivalent of total aid, intérest reductions on loans have been dlscounted to reach a grant
- equivalent, state guarantees are taken as 10% of the guaranteed amount and, in accordance with the terms of Article 4(6)

of the Sixth Pirective, credit facilities meeting the terms of the 0ECD Understand1n9 are not translated into a grant
equivalent, A ..

[ XN}

prices and building coste,
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E-  GREECE
1937 | <HIPS |  tARDS | TOTAL COMTRACT VALUES
b
T | I . |
“HIPBUILDLOG | : :
|
:UOVE 6 MECY | 0 | 0 : -
| |
ELOW & MECH - | 0 : 0 : -
|
"ISHING VESSELS | 0 | 0 | -
| | |
| , | | .
ALY | G | - | -
| | |
! i , |
ARSI | ] | 1 | ORA : 49,800,000
} : : ECu : 318,683

e :onlyl 1¥87 report has been received from 1 yard

TOTAL AlLD

-

-

RG/sd -

|Grant equiv.
|of Total aid

|Average grant equiv.
|based on contract
Jvaluq_ggfore aid (%)

| 1
: |
: o
| -
|
' -
|
|
|
' -
' -
' |
|



- il €.354018 - RG/sd -
' F NETHERLANDS

|Average grant equiv.
1987

| suIes |  YARDS | TOTAL CONTRACT vALUES | TOTAL ALD | Grant equiv. of |based on contract
l | | | | Total aid |value before aid(%)
- i | | I } -
[POLILDING | | | | ‘ |
| I I [ | |
| | | | | |
|
IOVE 6 MECU | 7 | 5 [HFL @ 167,721,000 INFL @ 60,304,480 HFL 38,415,595 : 22.9
= { =Ecu i 71,854,355 }scu : 25,835,402 f“’ 16,457,856 1 ~
| | | ] 1 |
LOW 4 MLTW I 14 | number not |NFL : 137,704,970 HFL 9,498,065 HFL 9,082,085 : 6.6
: !supplied |ECU 58,995,008 |ECU : 4,069,123 FCU 3,890,910 |
| _ i | | | i
SHILG VESSELS I 13 | 4 IHEL © - 113,634,100 lurL - 9,186,700 fHFL 8,§;g,§g3 l 7.1
" ECU
: { |BCU = 50,824,743 }ECU : 3,935,729 f 3,589,3%0
I | | | | |
TTALS | 34 | - [HFL @ 424,060,070 [HFL : 78,989,245 | - | | 12.2
: } :gcu . 181,674,100 =£cu 33,840,254 {
l l | | |
CWERSLORS ] 0 | -0 | - l - | |
I | | | '
I | | ! |

otes: 1. Total aid includes loans and guarantees at full reported value :
2. In calculating the grant equivalent of total aid, ifterest reductions on loans have been discounted to reach a grant
equivalent, state guarantees are taken as 10% of the guaranteed amount and, in accordance with the terms of Article 4(6)

of the Sixth Directive, credit facilities meeting the terms of the OECD Understanding are not translated into a
grant equivalent .
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LY IR 1Y

G PORTUGAL

|Average grant equiv.

e ————————

19817 | suIPS |  YARDS | TOTAL CONTRACT VALUES | TOTAL AlD |Grant equiv. of |based on contract
| | | | [Total aid [value before aid (X)
I I~ | [ | N
I1PBUILDING | | I I | )
I | I I I | ;
| | | I I I i
I | | I |
OVE 6 MECU I o I 0 I - I - I ,
| | | [ | :
I | | | | {
| | | | B | | 5
LOW 6 MECU | 3 l 2 i €SC : 1,088,992,000 Iesc : 128,939,000 FSC 114,483,972 | 10.5 i
: | | ECU : 6,696,709 | ECU : 792,905  gcu 706,014
. I : | | | I -
SHING VESSELS | 1 : 1 }esc : 620,600,000 esc . 75,402,000 iIEsc 66,960,000 ’ 10.8 .
: , | ECU : 3,812,663 | ECU : 463,681  Ecu 411,768 :
| | | | | l
TALS | 4 | - |ESC : 1,095,688,700 | ESC : 214,742,000 | - l 10.7
: : :ecu 10,509,372 IECU : 1,320,546 } ’
| I I I |
NVERS I ONS | 1 | 1 |ESC : 182,000,000 | ESC 17,283,000 gsc 15,834,000 = 8.7
: : : ECU 1,119,201 ;Ecu : 106, 281 Fcu 97,370 |
‘ |

'tes : 1, reported contract losses total ESC : 139,340,000 (ECU_ : 856,865) bLelow 6 MECU : ESE 79,598,000 (Ecu
fishing vessels; ESC 28,217,000 (ECU 173,519) conversions,

2. Some ofthe reports submitted by the Portuguese authorities regarding aid to shipewners have not provided sufficient detail

to be able to ldentlfy the amount of aid granted or the contract to which the aid is applied. These have not therefore
been included in the above analysis,

: 4859,484)
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H SPAIN
1987 | SHIPS |  YARODS | TOTAL CONTRACT VALUES |
| | | |
[ I I 1
SHIPBUILDING I I | |
| | | I
| | | I
| I | |
ABOVE 6 MECU | 14 | 3 |Ptas : 47,966,843,000 |Ptas
: { ;ECU 337,402,610 }ECU
- | | | |
BILOW 6 MECU | 1 = 1 :Pgas 71,383,000 {Ptas
= | | ECU 502,114 | ECU
| ' . i
FISHING VESSELS | 0 | 0 | - |
I | I |
I | | [
| : | N |
FTGTALS | 15 | ~ |Ptas : 48,038,226,000 | Ptas :
{ { :ECU 354,851,924 =ECU
| | | i
CIVERS I ONG | - | - ! - |
| | I |
I I I I
}s @ i. Reported contract prices are in terms of contract value belore aid.

RG/sd -

Average grant equiv.

Jvalue before aid ()

25.8

4.7

20.3

TOTAL AID |Grant equiv, of |based on contract
|Total aid
| f
| |
|
1 l
| I
36,867,617,000 |Ptas12,373,548,23
259,329,770 }ECU 87,036,53
| |
64,948,000 |Ptas 10,493,301
56,849 |EV 73,811
| I
‘ |
I |
| [
36,932,565,000 | -
259,786,620 {
|
|
[
|

Contract price is calculated from this.

2. Spain are probably the biggest builders of fishing vessels in the EEC, according to Lloyds Register. None have been reported.

3. Total aid includes loans and guarantees at full reported value.

4. In calculating the grant equivalent of total aid, interest reductions on loans have been discounted to reach a grant
equivalent, state guarantees are taken as 10X of the guaranteed amount and, in- accordance with the terms of Article 4(6)
of the Sixth Directive, creditfacilities meeting the terms oftheOECD Understanding are not translated into a grant

equivalent,

- o r——n——
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i SN Patae VIDZ

I UNITED KINGDOW

|Average grant equiv.

1987 | Sulies |  YARDS | TOTAL CONTRACT VAl UES ! TOTAL ALD : | Grant equiv. |based on contract
,“_“____-wm.__m_"__-.-}.._.__.--,_4.__-_w-___-"},___aigng{T.XQ£QQF{WW“..{.“ e {_Qf Total aid |value before aid (X)

|
SUIPDULLDING : { : : : l
| | | | | |
| | | |

AIOVE 6 MECU | 5 | 4 :t : 60,935,956 le 40,330,365 l£ 2,571,960 | 4.2
} : {Ecu : 86,486,608 }ECU : 57,241,023 |ECU3,650,392 ’
' I | | l | |

BELOW 6 HECY ! 4 : 3 {,L : 6,644,000 El. : 1,053,947 | £ 1,253,750 | 18.9
| , [ECU : 9,429,552 (50U 1,495,870 | ECU1,779,452 {
l : I i I |

FISHIKG VESSELS b0 : 7 :z D 7,457,308 :z L a,294,474 l£ 309,150 | 4.2
: | |ECU : 10,442,304 | ECY ¢ 6,095,161 = ECU 438,778 :
| | I I | |

TOTALS | 19 | - £ 74,955,300 | L 45,678,736 | - | 9.1
' ' lecu : 106,358,760 ecu : 65,832,080 | '
| | | | | |
: | | | | l
CUNVERS TORS | 0 g 0 | - I _ I I
i | l | | |
| | | 1 | l

lotes : 1. The number ci 1987 contractg is approximate.
used as a guid= to year of contact.

. This analysis =2xcludes 1 passenger vessel and 4 [(ishing vessels, all unaided, where no contract price is given.
. Development aid contracts (2 container vessels) are excludail.

In most cases no contract date is supplied. Month of aid granting is therefore

tu

(%]
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;o - RG/sd - 10.2.1989

| TYPE | N® | TONNAGE : a. dut |  TOTAL VALUE OF | TOTAL VALUE OF AID | AVERAGE GRANT
- Cotegories) | o b. gt | CONTRACTS l GRANTED | EQUIVALENT BASED ON
| (OECD tuTeg 1 - c. cgl [ | | CONTRACT VALUE
{ 1 i ! (ECY) | (ECU) LBEFORE ALD (%)
| i i
| TANKERS i 7 a. 301,293 : 109,813,959 = 96,863,034 | 18.6
l | lp. 161, 364 |
I | | ! | .
| PRODUCT AND CHEMICAL lom la. 217,150 | 239,511,630 RCEZET N R
| CARRIERS | | b. 132,860 I b I
1 1 1. 1
1 T -—
| BULK CARRIERS | 8 | a. 57,600 | 149,428,220 53,015,467 26.2
f ! | :b; 54,200 } : :
i i . ‘
| | | | c. 73,168 | | | :
- R i .L ———t
| COMBINED CARRIERS ] 4 | b. 63,668 | 61,017,701 21,385,159 | 19.5
| : L
lGENERAL caRGo | 11| incomplete information = 45,622,285 | 7,590,427 ' 12.8
) : | |
}assrens | 6 | inconplete information | 14,382,057 | 2,426,508 I 17.3
1 ‘ | LS B | ' - ——
{CONTAINER SHIPS } 2 e 222,20 : 491,049,810 ] {. w0
A Ao ] ' _
RO-RO VESSELS 8 incomplete mformdtwn ' 44,868,396 _ 20,397,847 ' 10.6
| | l - : | o '
|LPG CARRIERS o 1 |2 19,200 | : “,840,95 | 381820 a2 .
| | 1b. . 19,500, | | |
: | Le. 22,425 } | B
‘LNG CARRIERS | 2 | incomstete information } 10,281,983 Co,5n,353 6.7
. | I
|

-1
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EEZ - SUMMARY BY TYPE OF VESSELS 1987 (cont.

6.

. The total vallue of contracts is only approximate heing based in part on a calculated value or

best informa#ion otheruis% available when no conlJact price has been suppqied. '

| I

. As a consequence of 3, the] calculated grant equivdlents in terms of contrdct value before aid dre also only

approximate =in several ca}egories. : = :

The number of vessels in ebch category is only applroximate for 1987. Some kontracts signed in 1P86 and 1988 may be
included. | | |

I TYPE | N° | TONNAGE : a. dwt | TOTAL VALUE OF | TOTAL VALUE OF AID | AVERAGE GRANT
| . | | b. gt | CONTRACTS | GRANTED | EQUIVALENT BASED ON
! (OCDE Categories) ! ! c. cgt ! (ECL) ! CECL) !gg?TRACI VALUE
1) I I
iFERRIES i 6 | incomplete information| 221,443,600 | 101,372,235 i 14.3
X S 5 z z
| PASSENGER SHIPS | 18 | incomplete information| 285,643,215 | 166,420,110 | 14.9
A | | | | |
'z : | _ — : '
| FISHING VESSELS | 55 | incomplete information| 200,455,921 | 64,336,854 | 13.8
I | | | I I
I I i
l% ! — - : l
| OTHER NON-CARGO i 2? | incomplete information| 181,605,973 | 96,889,049 | 16.3
I | | | I |
VESSELS
) VESS | | ! | |
i —] | i r
| .
| TOTAL | 176 lincomplete information | 2,099,965,715 | 899,464,640 | 8.5
| I I I I |
f | | | | *
I |
%Notes : 1. ECY exchang% rate used is%the 1987 average in eac4 Member State % =
| 2. Ship type descriptions as jprovided by Member Statds are sometimes ambigioys as to the OECD category. The breakdown
: by type of stsel is ther%fore only approximate. : : !
|
|
|
I
I
|
|
|
|
|

This analysi*~includes the{unaided conversion cont}acts shown at Annex IlaF. !
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Annex IV " )
15.02.1989 Pagel
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M Consttncting Yard ¢« Ship Type ¢ "+ Beneficiary i Credit Facilities Grant- Time of appr.." .
: : Element ' -
" Jos. L. Meyer (inIﬂ&Co. 'Catgo/pa.asenger-_ Indonesia 100%, 13(3) 3.9 - 39.11% 28.7.87
.Klm:k.ner mduscriemagen 2 refrigctated : -+ Morocco ' m, 15(3).3.795 P34.67% 21.4.87
: , : trawlers . - - - 3 - - :
D -'chckner Industrxeanlagen - 14 refngera_ted v sMorocco 90!- 12(3),3.29% | 33.89% '4.3.88 .
SRR o : : . trawiers H
D - ‘Schl__ff,mrf.t Genmrsho_im_ S .Specnl pntpou!' e .Senegal o 10070.15(11,3,.-3755 i33.4% 0 . 09.3.88 ﬂ.:
D ‘!Hamldtmrko Deutnche Werft 12 containgr AT '-V.Singapore T USD 45%, 8(2),3.5% 1 28:65% - 30.3.88
: I s ,_.nlnps ' -._3 i Coei N mmll(G) 3% :- L :
D f%'Karl Saratedt OIS ScniffeworftiAnti- pollution T itarkey 90, 12(2) 3% 3126% T
' i I T ivessel _:.- Lo ‘
D .Schxft'mrft und Mnchinen—w ».Freight/pau-' . iCap Verde Gift 100% 128.7.87
: ,-fabnk Cassens .enger carrier 1
D AT J Sletas K Sch:ffswerft .2 contalner | TR e .Caymn !alands 1005 15(3) 3 79% : 34.67% 21 4 87
R : S ‘-iships.New~ . 7 uo
Inuldmg and conversxon Ta .
D 3 wanldtswerke Deumna-wa;rft 134 conmner',i T !China mm:, 15(3) 3 ‘m. "1 34.6T% 115.4. 87 )
: : iships s

1L 'Govan shprunldcts Lt.d 12-3 contamcr o : :Oﬁh;_ 100%.15(5) 9% ,  =|'29‘"74‘” E | .16 7.87

e e - e e e e G e e e s o e o __.._--.._...,___'.‘,’.____;..-.__...-.__..-_;__..--.._--___—_"—-_..-'_-.._---__-....__-_......._--_.._.._—




ANNEX IV

MS i Constructing Yard i Ship Type ; Contract o Beneficiory § Credit Posilities Gromt Timsz of eppr.
. Price. Blement
D !Gebr. Schlomer Schiffswerft 2 fishing . SGhoan 10055, 10(1), 3.625% ¢ 25.4% 2 11.3.87
H . ivezaels : 5
K iHall Russell Ltd. . »Pagoenger/cargos :St Helemn Gift 0 200 > 8.6.88
i ivesael
D :Sieghold-Werft Bremerhaven 5 shrimp 7 wuritania 10185, 10013 ,3.5% § 30.08% i 16.6.88
i itrasiern § -
D iHowaldtawerke Deutsche-Werft 4 containmer H ‘Igragl USDLCT5, 10(1), ¢ 25.4% 1 22.7.88
iBraxer Valkan iships: 2 for o L2 3 3.623%
H seach yard 4
D {Neue Jadewerft {6 refrigerated i Moracco o0, 12(3), 3.25% § 33.85% : 7.9.88
H fishing vesselos v g
D i0renstein & Koppel :Dredger ¥ 1 o Vemezuela o055, 15(3), 3.75B § 34.7% 0 27.9.88
¥ 1 o g b o
] a o o L]
D iLindensn Schiffowerft Products tomkext . «Bthiepia o0y, 15(3), 3.750% 5 34.67% 1 4.10.1988
L] L] o o ] ]
5 ) ] [ o a
ol
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ANNEX V_

LIST QF CQUNTRIES RLIGIBLE FOR AID INDER ARTICLE 4 (2)
QF COUNCIL Dlﬁigligx 87/187/BRC OF 28.1. 51 10)-4
HEIEBHILDIHG

ACP States(l)
Overseas Countries and Territories(2)

AFGHANISTAN (LLDZ)
BANGLADESK (LLDC)
BHUTAN (LLDC)
BOLIVIA (LIC)
BURMA (LLDC)
CKINA (LIC)

COOK ISLAND (LMiC)
COBTA RICA (LMIC)
CUBA -(LMIC)
DOMINICAN REPUBLIC {(1LMIC)
ECUADOR (LMIC) .
BGYPT (LIC)

EL BALVADOR (LMIC)
GUATEMALA (LXIC)
EAITI (LLDC)
HOKDURAB (LIC)
INDIA (LIC)
INDONESIA (LIC)
NORTH KOREA (LMIC)
KAMPUCHEA (LIC)
LAOS (LLDC)
LEBANON (LMIC)
MALDIVES (LLDC)
MONGOLIA (LIC)
MOROCCO (LMIC)
NEPAL (LLDC)
NICARAGUA (LIC)
PAKISTAN (LIC)
PARAGUAY (LMIC)
PBRU (LMIC)
PHILIPPINES (LMIC)
SRI LANKA (LIC)
THAILAND (LMIC)
TUNISIA (LMIC)
TURKEY (LMIC)
VIET NAM (LIC)
YEMEN, DEM. (LLDC)
YEMEN (LLDC)

{1) Bee deoision of the Counoil and the Commission of 24 Xarch
orn the conolusion of the third ACP-EEC Convention, Offioisal
Journal L88 of 31.0.1688

(2) Bee Counoil Decision B86/283/EEC of 30 June 1986 on the
assooiation of the overseas oountries and territories with
the European Eoonomio Communlity, Offioiel Journal L 175
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Thes= tountries appear on the OECD list of countries maintaining

an cpen register.
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