COMMISSION OF THE EUROPEAN COMMUNITIES

N
SEC({94) 725 flinal ‘ Brussels, '31.05.1994 <
. X
s
-
R
2
\.
~
~
~
S
R
S
Commission Report to the Council on Monitoringlof
Article 95 ECSC Steel Cases <

O

N
N
o)



g EUROPEAN COMMISSION
ér 1;’ DIRECTORATE-GENERAL IV - COMPETITION
K g State aid Il
: .Steel, non-ferrous metals, mining, shipbuilding, cars and synthetic fibers

Brussels, 29.1V.1999 -
D(99)/427

NOTE FOR THE ATTENTION OF VERONIQUE JANSSEN

Subject : Your request for documents SEC(94)725 and SEC(94)903

Mme Houtman has transmitted to us your request for the documents in reference. We
have attached a copy of them. Please note that these documents are not anymore
considered confidential and that, even if they are not public documents, they have been

widely distributed in the past.

Philip Owen

Rue de ia Loi 200, B-1049 Bruxelles/Wetstraat 200, B-1049 Brussel - Belgium - Office: C150 6/15
Telephone: direct line (+32-2)2969359, exchange 299.11.11. Fax: 2969579

Telex: COMEU B 21877. Telegraphic address: COMEUR Brussels.

IV/H1 GPC/lepa



Commission Report to the Council on Monitoring of
. ~ 'Article 95 ECSC Steel Cases

=)
Ny

>
At its meeting on 22 December 1993 the Council formally gave 1ts

unanimous assent to the authorisation of aids under Article 95 ECSC to

the following steel companies: - >
N

Corporacién de la Siderurgia Integral (CSI) 4;3
Ekostahl 5
Ilva N

- ~
Sidenor ‘ 3

~

Siderurgia Nacional
Sachsische Edelstahlwerke GmbH (Freital} y
N
In addition to specific conditions attached to the authdristaion of aid
in particular cases, a number of general condltlon55were imposed in

relation to all cases. These included the following-:
N

N
- _ capacity closures must be definitive and (f}reversible. Closed
installations must therefore be scrapped or sold for use outside
Europe. In addition there should be no ifcrease in capacity for
crude steel and hot-rolled £finished prodhcts remaining under the
~aided restructuring plan, other than \§ulting,from productivity
improvements, for a period of at 1east~f1ve years starting from the
date of the last capacity closure or Uf the last payment of aid in
respect of investments under the plan, whichever is the later;

v

- the beneficiary company should nqt obtain an unfair advantage over
other companies in the sector byvbeing provided at the outset with
net financial charges below 3.5% of annual turnover;

N

- the beneficiary company Qﬁ} its .legal successor should not be

allowed to claim or be gfanted tax. reduction or relief on past

losses covered by aid under the restructuring plan; ~

- any additional loans mist be on normal commercial conditions and no
debt holidays or friendly treatment of debts accorded;

- the aid should not-be used for unfair competition practices;

SN

~

- all the restructuring measures must be carried out according to the
timetable; a§§

- there w111\be strict monitoring arrangements, Wlth which the Member
States concerned must co-operate fully.

_\

f/

N

\
In accordance with the monitoring arrangements agreed, Member States
concerned‘should supply the Commission twice a year, and not later than
15 Maréh and 15 September respectively, with reports containing full
information in accordance with the enclosed annex 1 on each beneficiary
company and its restructuring. The first report should reach the
Commission by 15 March 1994 and the last report by 15 September 1998

unless the Commission decides otherwise.
N
J .



The Commission shall, on the basis of these reports, draw up half-
yearly reports to be ‘submitted to the Council not later than 1st May
and 1st November respectively, in order to allow discussion in the
Council if appropriate. AN
\ &
The four Member States concerned (Germany, Italy, Portugal and Spainfy
were reminded of their reporting obligations by Commission letter dated
1 March and in most cases submitted reports by the 15 March deadléﬁé.
Supplementary information was requested where necessary and iq$$ome
cases is still awaited. 2
‘ A~
The purpose of this communication is to present the CommissioQﬁE report
on the basis of the information contained in the reports submitted by
the Member States and supplementary-information provided §¥bsequently.
The material is intended essentially to reflect the posi@ion as at 31
December 1993 (with' financial information based on thé provisional

accounts for that year). Information is, however, alsg”included where
appropriate on developments since then. .f7‘

&
Separate reports on each company are attached at<§3nexes 2 - 7. The

information contained therein should be treated in the strictest
confidence in accordance with Article 47 ECSC/) At this early stage,
following so soon after the Council decision, 3t would be premature to
draw any firm conclusions, on the basis of these reports alone, about
the restructuring process and whether or no§${he conditions attached to
the authorisation of aid are being reiﬁécted. The reports should
instead form the basic starting point foE?future monitoring work.

However, a number of aspects requiring further examination have been

identified and these will be clogely followed up and covered as

necessary in subsequent reports. J
O
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Monitoring of Article 95 ECSC Treaty steel cases .b\'
N
$

EKO Stahl AG, Eisenhittenstadt/Brandenburg {3\
: <
N
&
I. Background \Q
: ‘5
\,
1. The decisions 37
N
N

On 4 November 1993, the German Govermment notifeed the Commission of
the intention of Treuhandanstalt to privatize the East-German steel
company EKO Stahl AG and of the intended state aid connected
herewith. It asked the Commission to approve the aid that may not
be deemed compatible with Commission Dec:i*slon 3855/91/ECSC (Steel
Alds Code) applying Article 95 ECSC Trea@ It submitted a modified
notification on 12 November 1993. \t\*

On 17 November 19931 the Commissidn decided to submit to the
Council of Ministers a communicatjon putting forward the proposal
for its unanimous assent under @:tlcle 95 ECSC Treaty to approve
aids associated with the prz_va(c‘lzatlon and restructuring of the

company . 0
. -~
.§.

The Council of Ministerg_v adopted its unanimous assent on
22 December 1993. <o

The Commission adopt:ed\, its fipnal decision, approving the aid
intended under Articless5 ECSC Treaty, on 12 April 19942,
_{\
The privatization __g;ld restructuring plan
o~
The privatizatio‘ﬁ and restructuring plan submitted provides for the
change of corborate form of EKO Stahl from a public company
(Aktiengesellschaft) into a private limited company (Gesellschaft
mit beschr@{ter Haftung), 100% held by Treuhandanstalt, and the
purchase 9?"60% of the shares by the Italian Riva group.
O

The restructur:.ng plan envisages the modernization of the existing
pig 1{‘011 facilities (investment 280 Mioc DM), crude steel facilities
{investment 150 Mioc DM} and cold-rolling and re-treatment facilities

< ) . s
(inVestment 270 Mio DM} without changing their current capacities

D
i

1 JDocument SEC (93) 1803 final
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and the installation of a new hot-wide-strip mill with a capacity o
900 kt/y (investment 400 Mio DM). The ¢total investment  intended
amount to 1,100 Mio DM.

fv\

The restructuring plan envisages employment reductions of someé} 600
persons from 3,500 in 1993 to 1,900 in 1996. It is deslgped to
achieve viability of the company by 1998. {S
@

The Commission identified total aids of 813 Mioc DM (lSBQRio DM to
cover a part of the losses -accumulated until pxivatization,
300 Mio DM to cover losses during the restruafﬁring after
privatization, 350 Mio DM investment aid to contrib to the total
investment of 1,100 Mio DM), connected with the vatization and
restructuring plan, that are incompatible with . ECSC Teaty and
Commission Decision 3855/91/ECSC (Steel Aids Codgd. These aids have
been approved under Article 95 ECSC Treaty. 380 Mio DM investment
aid may be deemed compatible with the orderly functioning of the
Common Market under Article 5 indent 3 of)the Steel Aids Code.

These aids will be subject of a separate dq§251on of the Commission.
\

D
a$>
First Monitoring report g?
. R
N

Precedents

The Commission, by letter dated ipMarch 1994, reminded the German
Government that the final dec151qﬁ under Article 95 ECSC Treaty will
also contain the obligation Q;' Germany to supply the Commission
.twice a year, and not 1a§§f than 15 March and 15 September
respectlvely, with reports chtalnlng full information in accordance
with an Amnex of the deC1stn, as adopted by the Council during its
meeting on 17 December 1993. The Commission requested the first
monitoring report, thag? following the agreement of the Council,
falls due on 15 March 3994 and is intended to reflect the position
of the company in question as at 31 December 1993.

The reply of gﬁg German Government has been received ‘on
15 March 19%4. I& pointed out that the privatization of EKO Stahl
will come into_$5rce only by 1 May 1994 and that therefore it was
not possible to report on the implementation of the restructuring
plan. The Gexman Government informed the Commission about the final

privatizatigﬁ’contract and submitted a copy of it.
<
\.

' The Commi@sion recalled that the first monitoring report should show

the situation of the company, notwithstanding its privatization and
the cq@mencement of the restructuring as provided by the plan, as at
31 December 1993 and requested the information needed to be
submltted as soon as possible.

{pe German ' Government submitted its additional report on
‘14 April 1994.

.
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2. Developments since December 1993 45‘

By communication dated 15 March 1994 the German Government informed
the Commission of the decision of Treuhandanstalt, adoptedgkﬁid
February 1994, to sell 100% of the shares of EKO StahlyGmbH
immediately to Riva. The initial concept provided for a purcﬁase of
only 60% of the shares by Riva and an option of Treuhandapstalt to
sell the remaining 40% after the restructuring period. {? e final
privatization contract was concluded on 1 March 1994 and Will enter
into force on 1 May 1994.

~

$J
Riva will take owver 100% of the shares by 1 May 1@?4 through its
dutch Oder Staal Financien B.V.. The purchase< price for the

additional 40% will be fixed on the basis of{}he market wvalue
(earning capacity value) established by indepegﬁént accountants on
the basis of the situation on 31 December 1998. There will be no
maximium price as in the previous drafts. Riva will pay a 20 Mic DM
down payment which will be set off the finaldpurchase price. It is
also the minimum price to be paid by Riva,jgﬁso in case a lower and
even negative market wvalue will be estabi}éhed by the end of 1998.
The purchase price will be paid inadfour semi-annual tranches
starting on 1 July 1999. For the Q?ﬁe between 1 May 1994 and
31 December 1998, Riva would not have to pay interest on the value
of the 40% stake, because this' value 1is negative. For the
indulgence after 31 December 199&\Riva shall pay market interest

rate.
>O

N
The provisions of the finat?'privatization contract have been
examined. There are no addigﬁbnal aids to be identified compared to
the draft initially submifted. The provisions concerning the
evaluation and payment of.€he additional 40% stake are advantageous
for Treithandanstalt compared to the provisions concerning the 60%
stake, for which a negétive purchase prive had been agreed due to
the actual negative earhing capacity value.

0
-
— !

\.
3. The situation of ERKO Stahl as at 31 December 1993
N
a) Capacity reduc%ﬁons

In 1993 the .company did not carry out capacity reductions. There
are no capéEity reductions intended under the restructuring plan,
except thg}dismantling of a hot-rolling mill of another East-German
steel uQ§Ertaking, which shall take place on 30 June 1994 at the
latest ~to provide the necessary counterpart for aid in line with

the CQnmission's decision of 12 April 1994.

~
N

b) Investments

<

<TThe company invested 103.6 Mio DM during 1993 to modernize the
4§5 existing cold-rolling facilities in 1line with the restructuring

—



c)

da)

e}

C
A

>

O$
AN
plan. The investment has been financed by investment aid granted b 5?
THA, which will be treated as part of the total aid of 813 Mio DM

approved by the Commission.

Reduction of workforce -

The number of employees actually working in the EKO stee’$5rks was
decreased in 1993 from 3,475 down to 3,041, i.e. a totalreduction
of 434 employees. The number of -persons under special g?ntracts and
arrangements (permanent not active, Job creation geasures, re-
education and qualification measures, trainees) w. reduced £rom
1,909 down to 1,150, i.e. a reduction of 759 persons?

The redundancies caused costs for social in allowances of
1.55 Mio DM. These costs were covered by the @ompany and are part
of the total losses outlined under f).

;§)
Production in 1993 R
~ $

The production of the company in 1993 wg§ as follows:

\.

Yy

vn,

kt/month avé}age total kt/year
C &
pig iron 86.9 o) 1,042.8
NS
crude steel: 97.5 & 1,170.0
N
&7
semi finished N
products 9@32 1,130.4
flat steel < v
{(cold-rolled products) " 82.2 : $B6.4
:\\
<
Sales J}
u’
o

Of its annual turnover in 1993 (1,011.6 Mio DM) the company achieved
641.2 Mio DM (%3‘) on the German market, 99.2 Mio DM (9.3%) were
achieved on the markets of other Member States of the Communiity, the
remaining 4g1 2 Mio DM were achieved on third Country's market (60%
of these §§ies were delivered to Eastern Europe including CIS).
Q

The avqéage prices for the different product groups were given in
the géﬁbrt. The Commission compared these prices with the- average
priggs and considers them to be within the normal range.



£)

g)

Financial Performance : O\
x-

The German Government provided a full range of financial ratios.in
line with the Commission request. The figures given show the _*z\éak
financial situation of the <company at the outset ofly its
restructuring. The losses suffered in 1993 amount to 158. “Mio DM
net, i.e. 15.7% of annual turnover. The total losses accumulated
until the end of 1993 are mainly covered by the \fjtotal of
5§01.3 Mic DM loans granted by banks and the only current
shareholder THA. Detailed information on the exactg terms and
conditions of the loans is still outstanding. The Co@n’ission will,
as in the other BArticle 95 cases, examine the co tions of the
loans thoroughly in order to determine whether the)@z’are provided on
market terms or whether state aid is involved. If"¥hat is the case,
the Commission would examine if such aids are inQbnformity with the
Article 95 ECSC decision. o

@)
Privatization _9
S
The privatization contract with the Riy_c% group has been signed on

1 March 1994 and will enter inte forc@on 1 May 19%4. For details

see above II.2. KN
o~

{
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Sachsische Edelstahlwerke Freital GmbH, Freital/Sachsen -

v

Monitoring of Article 95 Ecéc steel cases é?
@.
&
S

N
&)
;5
Background ;
5
3
The decisions Q?

On 18 January 1993, the German Government notifiedf?he Commission of
its intention to grant aid to Sichsische Edelstég?Qerke GmbH Freital
(hereinafter referred to as “SEW Freital"), ¢ steel undertaking
located in the territory of the former GDR. The company had been
held by Treuhandanstalt since 1990 N and  was sold to
Boschgotthardshitte O. Breyer GmbH, Slegenggherelnafter referred to
as "BGH"), by contract concluded 23 Deceﬂ§§r 1992.

The privatization provisions incluQ?’ aid elements that are
incompatible with the ECSC Treaty Commission Decision
3855/91/ECSC’ (Steel Aids Code} as weIl as those that may be deemed
compatible with the orderly fonctigning of the Common Market in line
with Article S indent 3 of the Sgspl Aids Code.
N
On 28 April 1993, the CommissigR decided to submit to the Council of
Ministers a communication gﬁtting .forward the proposal for its
unanimous assent under Article 95 ECSC Treaty to approve aids
associated with the priva€ization of the company, that cannot be
approved under the provisions of the Steel Aids Codel. oOn
28 July 1993 it approved to be granted under general regional aid
schemes in line with Anflcle 5 Steel Aids Code2.
Q\\
The Council of Miniéters adopted its unanimous assent under Article
95 ECSC Treaty on 22 December 1993.
<
The Commission éaopted its final decision, approving a total amount
of 274 Mio DM of aid under Article 95 ECSC Treaty, on 12 April
19943. -
A~
<?.
N
The restgicturing plan
=
The ;éﬁtructuring plan of the purchaser provides for a reduction of
the fiot-rolling capacity of the company by at least 160 kt/y and a

. redﬁEtion of the crude steel capacity by 100 kt/y. The company

will close down all existing hot-rolling facilities and replace

them by a merchant bar mill with a capacity of 180 kt/y of which

<

S

A
>2

~
—
~
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some parts will be provided by BGH at no charges. It will close "b\
down all its remaining crude steel facilities and replace them by an '\\
electric arc furnace with a capacity of 200 kt/y. The tota‘?
investment planned during the restructuring period amounts to

250 Mio DM of which 210 Mio DM concern its ECSC activities. \y
The capacity reduction will be accompanied by a reductl.q}L in
workforce from 2,150 at the beginning of 1993 down to 1, 100{by the
end of the restructuring period in 1996, ~

<
L
N
II. First Monitoring report A
— | &
1. Precedents \Q
&
The Commission, by letter dated J_.March 1994, renu.}lded the German
Government that the final decision under Article 385 ECSC Treaty will

also contain the obligation of Germany to supply t{le Commission twice a
year, and not later than 15 March and 15 September resepectively, with
reports containing full information in accordan@e with an Annex of the
decision, as adopted by the Council dgzlng its meeting on
17 December 1993. The Commission request:§l he first monitoring
report, that, following the agreement of Athe Council, falls due on
15 March 1994 and is intended to reflect :{E position of the company as
at 31 December 1983. \4\

The reply of the German Government ha,§ been received on 25 March 1994.
After a preliminary examination, \@he Commission, by letter dated
6 April 1994, asked for some additIonal information in line with its
request dated 1 March 19%94. No rep\ly of the German Government has been

received until the drafting of I:ly.s report.was completed (21.4.1994).

N5
N

~ .
2. The situation of SEW Freital as at 31 December 1993
™ ¥

N
. . ~N
a) Capacity reductions ~r
~

Until 31 December {-993, the company closed down four of five
electric arc furnages, thus reducing the total crude steel capacity
from 300 kt/y déwn to 145 kt/y. The installations have been
scrapped. O¢

It is intend\ed to close down the remaining e}.ectric arc furnace
during the_'gfirst half of 1996. The hot-rolling mill for medium
sizes is planned to be closed during the second half of 1994, the
mill for Tine sizes will be closed down by the end of 1995.

»

=
These ; inst:allatlons will be scrapped or sold outside Europe. There
is ek\chlnese company interested to buy the hot-rolling mill for
medilim sizes.

N

o



b)

c)

d)

Investments
A

The implementation of the investment plan as contained in th’)\
privatization contract could only be started in August 19383, after
the approval of investments aids under regional aid schemes by the
Commission.. The first tranch of investments covers 53.2 Mio DM':, of
which 36.2 Mio DM has been spend until 31 December 199:"%\’ The
company received 21.1 Mio DM investment aids under the Joift Task
Improvement of the regional economic structure on 28 Decem@e\’r 1993.
The Commission asked the German Government to provide mo;fé details
about the investments carried out. No reply has been received until
the drafting of this report was completed (21.4.193%4). SN
S
{7
&
In 1993 the company released 990 workers, _il’ducing the total
workforce from 2,066 down to 1,076 persons. (Yhe total costs for
these measures amounted to 8.78 Mio DM of which 7.57 Mio DM were
covered by Treuhandanstalt, 1.16 Mio DM werg)covered by means under
Article S6 ECSC, the remaining 0.04 Mio\ M were covered by the

Reduction of workforce

company itself. \\
»;
>
S

Production in 1993 \A\'

(.\t:/mont:h average total kt/y

Q0
crude steel - T 1,990 23.88
-
0 .
.. N
finished products > 1,635 19.62
& ’
N
whereof : ~
hot-rolled semi-
finished products \1\ 1 675 8.1 kt/y
ingots ~ 960 11.52 kt/y
N
I

The average prices \ﬁor hot-rolled semi-finished products and ingots

were given in thés report. The Commission considers them to be

within the normal®’ range. 10% of the production were sold outside
N

Germany. Q

-
Financial ;_ig}formance

\-

AN

x . ]
The comp\a'hy reduced its annual turnover from 105.5 Mic DM in 1992
down tc§58.2 Mio DM in 1993. At the same time it reduced its annual
losseg™rom 124 Mio DM in 1992 down to 20 Mio DM in 1993.

N
-=>\
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The company does not prepare financial ratios as requested by the §
Commission.- The annual balance sheet and profit and loss account<\
for 1953 has not been tested so far. A provisional version has not)
been submitted until the drafting of this report was completed"

(21.4.1994) to the Commission despite its request. -~
' ’5
&
ey,
o
-\
The purchase price of 2 Mio DM has been paid during the {lrst week
of January 1993.

£) Privatization

The new only shareholder of Sachsische EdelstahlwerkngmbH Freital
is SEW Edelstahl GmbH & Co Holding (limited partne.ﬁs ip) of which
Boschgotthardtshiitte O. Breyer GmbH 1is llmlte&' partner. SEW
Edelstahl Verwaltungs-GmbH is the personal liable «partner
Debts accumulated until 31 December 1992 &were covered by
Treuhandanstalt. It paid 97.2 Mio DM for outstanding liabilities of
suppliers and necessary maintenance. The amdunt paid to cover bank
loans has not been given in the monitoring-report. The Commission
requested details concerning the loss comg\énsation by THA. A reply
has not been received by the time thep&ratlng of this report was
completed (21.4.1994). \"?

N
New bank loans will be taken in 1994% The terms and conditions of
these loans will be examined thoroughly S0 as to assess whether they
contain any state aid elements. el

3. Conclusion
a) Aids

The Commissicn approved\ﬂ}the following aids under Article 95 ECSC
Treaty: ~F
- a maximum am‘ouut': of 34 Mio DM to cover costs related to the
release of 1,056 workers,
O
o
- a maximum amount of 183 Mio DM to cover debts accumulated until

privatization (i.e. end of 1992)

- .
- a maxigl\dm amount of 42 Mio bM for repair and maintenance of
. R 5
ansta%lat ons,

- a;r;x’xfaximum amount of 9 Mio DM to guarantee the valuation of
‘;{é'rtain assets.
N
Accgi'ding to the report submitted to the Commission, Treuhandanstalt
a,l‘ready paid 7,57 Mio DM in connection with the release of 990
_workers.

<
N



b)

A total amount of 97.2 Mio DM has been paid to cover debts

C

accumulated until privatization and for repair. and maintenance. In /S

addition, it paid an unknown amount to cover bank . lcans as oé?
31 December 1992. :

The Commission asked the German Government to provide more detd@led
information concerning these payments but did not receive an_éﬁswer
by the time this report was completed (21.4.1994). C\

~
This additional information, as well as the annual balanc égheet, is
necessary to establish whether the company had a minimum of
financial charges of 3.5 % net at its outset after priyatization in

January 1993, as it is requested by the Commission dig§51on >
<4
N
Implementation of restructuring plan {>
: N4

The implementation of the restructuring and&nvestment plan was
started in August 1993 after the approval of the aids under Article
5 Steel Aids Code. They are in line with tlh® investment plan which
has been part of the privatization contract

The company already closed the malnASbart of its crude steel

facilities and scrapped them in 1lin <with the provisions of the
final decision of the Commission undQSVArtlcle 95 ECSC Treaty.

&
O
il
~



Monitoring of Article 95 ECSC steel cases ' -
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>
Siderurgia Nacional X
&
Y
| Q
I. Background =~

&
&
&

1. The decisions

On 30 July 1993, the Portugese Government notified(@he Comission of

>

its intention to grant aid to Siderurgia Nacional’ the only steel
. - A .

undertaking in Portugal with a significant ind rial weight. The

aid is part of a restructuring plan aiming at (the privatization of

the company.

P

On 10 November 1993, the Commission decide@§ao submit to the Council

of Ministers a communication putting fon@ﬁrd the proposal for its

unanimous assent under Article 95 ECS Treaty to approve aids

connected with the restructuring plan<>1hat are incompatible with.

the ECSC Treaty and Commission Declﬁion 3855/91/ECSC (Steel &aids

Code) 1

The Portugese Government also Cpotlfled the Commisison of its

intention to grant social axgs of up to 17.09 bn Esc and

environmental aid of up to '4} bn Esc in the framework of the

restructuring of the company_:> These measures will be subject of a

sepdrate decision of the Com@asszon under the Steel Aids Code.
N
Y

The Council of Ministerg>adopted its unanimous assent under Article

95 ECSC Treaty on 22 December 1993.
A

The Commission adopted its final decision, approving a total amount

of 60.12 bn Esc (Pf which 38 bn Esc are earmarked for a capltal

injection and 22.J2 bn Esc for debt write-off) under Article 95 ECSC

Treaty, on 12 ARFll 19942,
.

-
2. The restructiring plan
>

The restﬁhcturlng plan provides for the creation of three different
'companles, specialised in long products (SN longos), flat products

(SN p{;nos) and services (SN Servicos). Siderurgia Nacional S.A.

w111\be transformed into a SGPS (a corporate form especially for
holdlngs), under which the new three companies will be held until

thlr privatization.
N

~

N

N
1 Document SEC (93} 1747 final
T2 Document SEC. (94) 420 final



furnace of the Seixal plant for long products by an electric arc
furnace with a maximum capacity of 300 kt/y. The light and mediu
section mills of this plant are to be closed by the end of 1995,
thus reducing the hot-rolling capoacity by 140 kt/y.

. 4§>
It further provides for the replacement of the existing blast %?
&
T

T
A
. . . . A
The capacity reduction will be accompanied by a reductidm of.
workforce from 3,208 at the end of 1392 down to 1,410 in 19993 i.e.

a reduction by 1,798 employees. <§>
3
~
II. First Monitoring report S
Y—
N
* 1. Precedents Q?
. /~

The Commission, by letter dated 1 March 1994, remlﬁaed the Portugese
Government that the final decision under Art1cle{§$ ECSC Treaty will
also contain the obligation of Portugal to qéEply the Commission
twice a year, and not later than 15 March and 15 September
resepectively, with reports containing mfull information in
accordance with an Annex of the decision, é@ adopted by the Council
during its meeting on 17 December 1993.\3The Commission requested
the first monitoring report, that, fol%@king the agreement of the
Council, falls due on 15 March 1994 a %’is intended to reflect the
position of the company as at 31 December 1993.
N

The reply of the Portugese Government has been received on
15 March 1994. After a prellmlnq‘ examination, the Commission, by
letter dated 7 April 19954, askeqffor some additional information in
line with its request dated 1 Mérch 1934. The reply of the Portugese
Authorities has been recelved bn 20 April 1994.

\
Q}
~
2. The situation of Siderurgia Nacional as at 31 December 1983
{5 ! .
‘a) New corporate structurer
NG

The creation of three independent companies (SN Longos, SN Planos
and SN Servicos) wh}Ch will be held by Siderurgia Nacional SGPS will
soon be flnlshed ’so that a separate privatization will be possible.

b) Capacity redugtion
The producgaon of the light section mill and the continuous casting

1nsta11a:}on has been stopped on 31 October 1993. The facilities
have beep separated from the plant and cannot be used for production

any fre. The company is in contact with several possible
purchasers outside Europe but no concrete negotiations have been
started yet.
N

NI

chFInvestments

NG

N

\\.

In 1993 the company spend 621.1 Mio Esc for routine investments and
{57 maintenance of ordinary nature as part of the everydays business to



keep the company in operation. Investments concerning environmental =
protection attained 50.4 Mio Esc. All these investments are not a (\O
part of the restructuring as provided in the restructuring plan.C)\
They have been financed by the company itself. ) Y

.{f
N
RN

"In 1993 the company released 193 workers of which 138 wbcx?t into
early retirement. The redundancies were financed as follo\(?,s:
~

d) Reduction of workforce

company 8.3 Mio Esc : ~

state 69.8 Mio Esc N

ECSC 69.8 Mio Esc S

{7
w4
&
N
$.
S O
e) Production in 19383
@
Annual production (in kt/v}) _g_,o
oS
=
total 1992 total 1993 average
\%' prod./month
XY 2nd half 93
N
crude steel 741.4 745.3 60.45
&
finished ) \f'
long products 668.6 709.9 S6.2
o~
'.A - -
. flat products 2288 209.7 16.5
N
AN
f) Sales T\—b i
L

The company sold 933 ict finished products in 1993, of which 70% were
sold in Portugal.  i12% has been sold to other EU Member States, 18%
has been sold to Fﬁlrd Countries.

~

‘The Portugese Gc{v rnment also provided detailed information covering
the pricing. The Commission examined the information given and
concluded that the prices are within the normal range.

A

<O
N
gl Flnancn.z/il._\Performance

~

-~
The PQ?tugese Government presented a full range of key financial
ratg’.és. No total figures on turnover, loans (including terms and
conditions) and losses were given until the time the drafting of
t;);xis report was completed (21.4.1994), despite repeated requests of
the Commission.

~
BN
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On 20 April 1994, the Portugese Authorities provided a series of 6§
ratios based on the estimates of the restructuring plan in order to /N
allow a comparison with the financial ratios presented by’
communication dated 15 March 1594. All the figures indicate a'
deterioration of the financial situation of the company. This
deterioration should, according to the Portugese Authorities, n 2 be
alarming because it is due to the very weak market all .Bteel,
companies had to suffer during 1993. It does not intend to téke any
additional measures at this stage because the financialv ratios
presented in the restructuring plan are based on the assumé}:ion that
the privatization has been carried out and the re.%‘truct:uring
measures has been implemented in- line with the time ta};)l-e, which is
not the case up until now. 3

$
According to the Portugese Authorities, no aid hasg,:been granted so
far except social aids referred to above. The Comn/ﬁssion, as in the
other cases, will examine, how the losses -have}'\been covered and
whether loans are being granted on market ccé?itions or not. 1In
case, any state aid elements will be found, it will examine whether
these are covered by the Article 95 ECSC decoi}ion.

<
\\'.
Privatization A
$

The Portugese Government started nejotiations with a number of
interested companies concerning the I}rivatization of SN Planos, the
flat products branch. ~
. -\-O
NG

\.

~
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ILVA: MONITORING OF ARTICLE 95 ECSC DECISION Y

>~

A
EX
~N
2

ey,
N

. . D

Under the restructuring plan approved by the Council, the ILV@iGroup should
be privatised by the end of 1894. In addition, the plan includes a number
of restructuring measures intended to assure the t%?bility of the
privatisation. >

Background

S
/\
The core business of ILVA will be split into two compag?es:
&
- N
ILP (ILVA LAMINATI PIANI} and <§f

AST (ACCIAI SPECIALI TERNI); Qo

all activities not part of these two companies Will remain in the so-called
"ILVA RESIDUA" and liquidated or transferred t§>private operators.

~
As a condition of the authorisation of .d}a under Article 95 ECSC, the‘
Italian Government will ensure that S
A\
- the hot-rolling mill at Bagnoli is coﬁbletely and definitively closed,

- there is a reduction in the capqégty of Taranto's hot-rolled finished
products of 1.2 million tonnesIper Yyear by dJune 1994 through the
demolition of two reheating furé?bes, one belonging to the No 1 hot wide-
strip mild and one belonging gﬁ?the plate mill,

S

- the new owner of ILP will fﬁither reduce capacity of hot-rolled finished

" products by 0.5 million tonnes per year either at Taranto or at any other
facility belonging to thébnew owner-within 6 months from privatisation.

AL

The financing of the piéh'includes aid elements that are incompatible with

Article 4(c} of the’ ECSC Treaty and the Steel Aids Code. These aids,

totalling LIT 4790 bilMion, were authorised under Article 385 ECSC and were

of the following naEﬁfe:

~
I,
- write-off of regidual debt up to a maximum of LIT 2974 billion after sale
of assets; - -
~
a0
- capital injettion of LT 650 billion by IRI into the group;
Q

- coveragg?%y IRI of restructuring and liquidation expenditure up to a
maximumMof LIT 1197 billion.
<
In addition to the above conditions, the following principles also had to
be rgspected: ' '

o

—-—

N
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-,

- The acquisition of 'the undertakings by private investors shall not be.j
financed by State aid. It must be open to all interested parties and muﬁ}'

not be subject to discriminatory conditions. -\’\
\‘\
- The income obtained through the sales of the companies in the ILVA g\foup
shall be used in full to reduce the indebtedness of the group. -

N

&
- The debts taken over by the new companies (ILP and AST) mu_xi}:' at the
outset put the levels of their net £inancing costs at 3.5&1L and 3.2%

respectively of annual turnover. A ‘\\\
’ @)
N
- The undertakings ILP and AST shall not receive any tax credits on past
losses of the ILVA group to be covered by State aid. A
&
N

By letter dated 22 February 1994 the Italian Govergment notified the
Commission of its intention to sustain the redundancy«gdsts of ILVA group,
which will shed 11,600 employees, of which 2,634 wiﬁ' be due to capacity
closures. . .:?
The costs egual LIT 435 billion. The Italian Government has requested the
Commission to approve a part of the aid under Adticle 56 § 2, letter b) of
the ECSC Treaty. The remaining part may be a oved under Article 4(1) of
Decision 3855/91/ECSC and under the A.rt'\}‘cle 95 ECSC decision. The
Commission is currently awaiting additiona}” information from the Italian
Government. A decision will be adopted as \1:‘:;5011 as all necessary information
is available. RN
N
1
In accordance with the monitoring %rrangements agreed by -the Council,
Member States are required to suppl\Q)' the Commissior. twice a year and not
later than Marxch 15 and Septemberds respectively, with reports on the
beneficiary company and its restr@turing in order that the Commission can
assess whether the conditions atE_B'ched to the authorisation of aid are met.
\\’.‘
The first such report was reg:@\ived by the Commission at the end of March
1994 but it only contained information about the foreseen structure of the
two new companies that are \going to be privatised as well as their budgeted
"activities for 1994. K '
..>‘
The Commission has reminded the Italian authorities of the need to provide
information on ILVA'gMsituation as at 31st of December 1993. To.date a
response 1is still ay«éited, apparently because of difficulties in obtaining
data at this st:ageo"f'rom the liquidators.
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CSI:  Monitoring of Article 95 RCSC decision

Background : . é§
Y

&
Under the restructuring plan approved by the Council, AHV and }E:nsides;.'v
would ceagse to operate and their activities would be taken over by a
new company, to whom their assets and certain liabilities woulgd- be
transferred. The plan included a number of industrial, commeéﬁial,
social and financial restructuring measures, which would be ¢ leted
by the end of 1998, and lead to the new company achieving viaﬁ? ity by
the end of 1996. The plan provided for the definitive cloqé?e by the
end of 1995 of all AHV's steel-making facilities, including the hot
strip mill at Ansio, which together with closures at Ensidgsa's plants
would involve a total capacity reduction of 2.33 m ton {35%) in pig
iron, 1.423 m tons (20%) in liquid steel and 2.3 m to (52%}. in hot-
rolled coil. There would be a workforce reduction 710,347 persons
from 24,489 in 1991 to 14,142 in 1998,i.e. a reductiop of 42%.

N
A new company, with majority private sector partiqi§htion was envisaged
to take forward a proposed investment 1in a compact strip production
unit at Sestao {(with a capacity of 1 m tons), partially to replace the
Ansio hot-strip mill. The Commission has de it clear that the
authorisation of aid will be contingent on gg:containing the necessary

{ verification that the majority private secthdr participation is genuine
and unconditional, unsupported by State aiV:

~
The financing of the plan included a%d elements that are incompatible
with Article 4(c) of the ECSC Treafy and with the provisions of the
Steel Aids Code. These aids, . aﬁ%horised under Article 895 ECSC,
amounted to 437.8 billion pesetags?éerving the following purpose:
A ‘

- a capital injection of up £ a maximum of 276.7 billion pesetas in

the new company by the:f?ormer public shareholders of AHV and

Ensidesa;
N
C - social aids up to a mgXimum of 54.519 billion pesetas;
~
X
-

- up to a maximum'qf‘BS.S billion pesetas in the form of capital
conversion of an INI credit for that amount to Ensidesa;
< ,
- up to a maximgﬁrbf 9.4 billion pesetas to cover contingencies;

- loss compensation of up to a maximum of 61.654 billion pesetas to
cover addigibnal operating losses and financial charges in 1992 and
1993 overX and above those originally forecast in the plan, and

.reduced&fﬁrnover arising from bringing forward the Ansio closure.
R

In addip@ﬁn to these aids the Commission has authorised social aids

totallidg up to a maximum of 47.35 billion pesetas as being compatible

with ATticle 4.1 of Commission DPecision 3855/91/ECSC (the Steel Aids

Code), . )

QD

InTaccordance with the monitoring arrangements agreed by the Council,

s@ﬁber States are required to supply the Commission twice a year, and

~——

~
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not lafer than 15 March and 15 September respectively, with reports on <

the beneficiary company "and its restructuring in order that the ;?
Commission can assess whether the conditions attached to the <§f
authorisation of aid are met. ' ) (\

)

By letter dated 1 March 1994, the Commission reminded the Spanisgﬁ
Government of its reporting obligations. The Spanish Gévernmgnt
replied by letter dated 15 March, submitting the first monitqﬁing
report. Since this information was insufficient for the Commisfion's
purposes, the Commission requested supplementary information byfietter
dated 30 March. The Spanish authorities replied by letter{fﬁated 7
April. The following - assessment, essentially reflecting thé)position
as at 31 December 1993, is based on the information provided®

o

=

3

Capacity Reductions (<§
-

\v
Cessation of production at the various installatimﬁ% involved began
last month and is expected to be completed by the géﬁ of December 1996.
Final cessation of AHV production (including tlre’ hot-strip mill at
Ansio) is slated for December 1995. It is expected that dismantling of
the installations will take place during the €burse of the two years
following the date of closure. o

Investments

-

~

As at 31 December 1993, the only investméﬁﬁs that had been made related
to commercial investments foreseen in the plan in the form of
shareholdings in the Spanish steel d%stribution companies Velasco and
Gonvarri, totalling approximately 180billion pesetas over the next five

o~
S
S

years. The costs in 1993 amount®d to around 3.6 billion pesetas,

largely covered by CSI, with thé‘gélance covered by the sale of assets.
N

Workforce Reductions ~

By the end of 1993 5743 jgps had been shed over two years nearly 1600
" more than scheduled undergthe plan.
o .

.
~—~

The scheduling of theé remaining workforce reductions is currently under
review in the light of the conditions attached to the aid authorisation

as regards the timi&§'of capacity closures.
S

Total social costé;incurred in 1993 amounted to 19.731 billion pesetas
of which 14.452.billion pesetas related to payments to workers affected
by previous reStructurings. These costs were covered by the Spanish
Government g@&er adapted general social security arrangements, not
constitutigé?state aids, andvthe company (3.515 billion pesetas).

=
Productioh and Market Effects

~
A

Prodgction in 1993 was as folllows:

O '
T Liquid steel

5.3 m tons

& Hot-rolled coil 3.7 m tons
'25 Heavy plate 0.520 m tons
v Wire rod 0.385 m tons
Structurals 0.289 m tons
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This represents a small increase compared with production levels in
1992 and is-broadly in line with planned production under the plan.

1993 sales of finished products (including cold-rolled products)
totalled 5.143 m tons, down about 3.5% compared with 1992, but abov
the level foreseen in the plan which envisaged a reduction 1n total

sales from 5.3 m tons in 1591 to 4.3 m tons in 1996. \~
1993 sales markets were broken down as follows: 1_\\’
N
Spanish domestic market 64% ,\\Q
Other EC markets 15% 2
Third countries ©21% ~
&
In 1992 the breakdown was: Rt
o~
Spanish domestic market 69% N7
Other EC markets 16% {P
Third countries 15% Y

Oon the basis of the information provided by the Spanish authorities on
average prices, the picture varies according to/product category but in
general prices have increased compared with 1 . The prices charged in
1993 are within the normal range. 0\
N

>
N

2
~

N

&
N

Financial performance S

Under the restructuring plan.Mas submitted in April 19%2, it was
assumed that the combined 1992 losses of AHV and Ensidesa would be
- 60.812 billion pesetas (of which 31.026 billion pesetas would be
financial charges) on a cq‘n.blned turnover of 267.673 billion pesetas.
"In the event losses total}ed 99 billién pesetas (41%), of which around
39 billion pesetas were ;fu.nanczlal charges, on a turnover of around 240
billion pesetas. Un'der the plan, as from 1 January 1993 AHV and
Ensidesa were to cease to operate and their activities taken over by
the new successor. cbmpany, whose projected loses were estimated at
10.408 billion pesetas {which represented a small operating profit,
offset by flnanc:.ai charges of 14.059 billion pesetas on a turnover of
281.897 billion .pesetas)
\.

In the event \because of delays in obtaining approval of the plan, AHV
and Ensides& continued in operation with a deteriorating financial
performanc;e;.: In October 1993, when the Commission submitted a revised
Article 9% ECSC Communication to the Council, it was proposed that
addltloq‘al aid in the form of loss compensation totalling 61.654
billioR” pesetas should be granted to cover, inter alia, additional
losse\s in 1992 and 1993 over and above those foreseen in the plan.

o)
RO
Acgdrding to the provisional accounts for 1993, combined losses for AHV
a:nd Ensidesa were 98.801 billion pesetas (37%), of which around 4§

.

—
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billion' pesetas were financial charges, on a turnover of 265.928
billion pesetas, bringing losses for 1992 and 1993 together té nearly
138 billion pesetas. This amount is higher than the loss forecasted A
under the plan, although it is not directly comparable because as noted ./~

<
above, the key element of the plan (creation of the successor compann
to AHV and Ensidesa) has not yet been implemented.

=
The precise timing of the cessation of AHV and Ensidesa's activity@and
the establishment of a new company to take over their activ:.ti 3,
envisaged under the plan, remains uncertain at present but is egpected

some time in the course of 19%4. ,«\\
@)
N
Details and timing of aids received and costs covered N
g
<

According to the Spanish authorities the only aids re \'ved have been
in the form of State guarantees in support: of the (gcedlt facilities

referred to below. \,
: >
X
O
Terms and conditions of any new loans
N
O

During the course of 1993 CSI obtained loang~totalling 48.5 billion
pesetas from various banks, at normal marke\f rates, supported by a
State guarantee. The Guarantee carried a pYemium of 0.125% per annum.
Similarly convertible bonds totalling ZQ?billion pesetas have been
issued with a state guarantee carrying the same premium. ¥n addition
further loans have been obtained at ‘dormal market rates totalling
28.995 billion pesetas from various\ private and public banks and
institutions (including the majoxdty public shareholders of the
companies) without any state guargdtee. The Commission is examining
"these measures in order to assegs whether they include aid elements
aid, and if so, whether these a@ compatible with the Steel Aids Code
and/or the Article 95 ECSC dec.iié\ion. :
~

> i
LN !

Privatisation D
\‘

Sestao o

2=2kar =

At this stage no detalled information has been provided by the Spanish
authorities. However according to information supplied to the
Commission by ..!:he company, in January a promotion company was
established ¢ cl.tt.ld.C_L possible investors to this project.
\

Initial :Lnfcu"matlon on the shareholdings in this company suggests that
there is ~a minority public sector part:.c.lpatlon of 47%. However,
part1c1pa\hts in the company eventually to be established to take
forwardthe investment itself have still to be identified and timing
remalné:"uncertaln at present.

>
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Sidenor ' : Monitoring of Article 95 ECSC Decision

Background . AN
>

S

Y

Under the restructuring plan approved by the Council, Acenor and Foatrsa
would cease their activities which would be taken'over by their ho}?‘ng
company Sidenor. The plan comprises a number of 1nduagk1al

commercial, social and financial restructuring measures whugh are
intended to allow Sidenor to achieve, by the end of 1995, -hdequate

operating results to achieve viability. {?
. ~
Two of Sidenor's plants -~ Hernani and Llodio - would\ be closed,

resulting in capacity reductions of 505,000 tons in liqytd steel and
379,000 tons in hot-rolled products (a reduction of 31’¢s§§I There would
be a workforce reduction of 1845 posts, from 4725 as at;71991 to 2850 in
1995. &
: ~
A\‘
In addition, as a condition to the authorisation®f aid under Article
95 ECSC, the Spanish Government agreed that the stainless steel plant
at Larrondo should be sold to the private sectSr or closed by 30 June
1994 and that there should be additional worRforce reductions of 335
posts at the remaining plants Q?
O
The financing of the plan included aid eé?ments that are incompatible
with Article 4(c) of the ECSC Treaty an® the Steel Aids Code. These
aids, totalling a maximum of 80.052 bitlion pesetas, were authorised
under Article 95 ECSC and were to seqxe the following purposes:
Qo
- up to a maximum of 26.3 billion pesetas for the writing-off of
Acenor and Foarsa debts;q§5
e
- social alds up to a maxémum of 7 79 billion pesetas;
\,
- new paid-in capital of a maximum of 20.2 billion pesetas; and
N i '
- up to a maximum af 25.762 billion pesetas in the form of loss
compensation to,ﬁdver additional operating losses and financial
charges in 1992 and 1993 over and above those originally
forecast in the plan. ’
T ‘
In addition to thé%e aids the Commission has approved social aids
totalling up to a maximum of 7.79 billion pesetas as being compatible
with Article 4.1 of Commission Decision 3855/91/ECSC (the Steel Aids
é?
S ;
In accordance with the monitoring arrangements agreed by the Council,
Member States are reguired to supply the Commission twice a year, and
not latg{fthan 15 March and 15 September respectively, with reports on
the bquficiary company and its restructuring in order that the
CommisSion " can assess whether the <conditions attached to the
authgrisation of aid are met. However, the Commissjon may decide that
these reports should be on a quarterly basis and in this case it has

degided that there should be quarterly reports from the outset.
3 .

N
N
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By letter dated 1 March 1994, the Commission reminded the Spanish
Government .of its vreporting 'obligations. The Spanish Government
replied by letter dated 15 March, submitting the first monitoring c
report. Since this information was insufficient for the Commission's /N
purposes, the Commission requested supplementary information by letter<)
dated 30 March. The Spanish authorities replied by letter dated 7
April. The following assessment, essentially reflecting the position
as at 31 December 1993, is based on the information provided. {>‘

N
Capacity Reductions 5}

The steel shop and rolling mill at Llodio both ceased product{Sh at the
end of July 1992 and were dismantled in January 1993. The Steel shop
at Hernani ceased operations at the end of July 1992 angythe rolling
mill was halted in July 1993. The steel shop and rollftg mill were
dismantled in January and August 1593 respectively. ®ernani's bloom
caster was sold in November 1993 to an Indian company..” These closures
have resulted in the following capacity'reductions%é' foreseen under
the plan: : :SF

3

thousand tonnes

liquid steel hgp—rolled products

O
~
N
Llodio 277 N 254
Hernani 228 <? 125
\\.
&
N
Investments
- i?
N

~

During 1993 as foreseen under Ehé(?ian adaptations were made to the bar
mill at Vitoria, at an investmgﬁt cost, after taking into account of
transfers of certain rolling mi{¥l stands and finishing equipment from
Hernani, totalling 583 milli&h pesetas, the financing of which was

covered by loans (see below).
>~

. . N
Workforce Reductions _5’
>

As at 31 December 1993&:Ehe workforce reduction was 1883, in excess of
that targeted under the plan. The remdining reductions are expected to
be achieved over the’ next two years. The total social costs for the
year were 5.863 bi&iion pesetas, covered by loans (see below).

Production and market effects
~

o _
Average montq;y production in 1993 was as follows (totals for year in

brackets) : é}
:5

Liqu{?‘steel: 43,700 tons (524,400 tons)
~

x>
Hot*rolled products

~
O special steel long products 34,700 tons (416,400 tons)
T - stainless steel long products 1,800 tons ( 21,600 tons)
\"
>
N Forge and foundry products 2,627 tons (31,524 tons)

——

7



This represents a reduction of around 10% in production of hot-rolled
products compared with 1992. After taking into account the closure of
Hernani and Llodio the 1993 production represents an overall capacity
utilisation’ rate of S1%. If the stainless steel plant at Larrondo

(where output was very low) is excluded, the utilisation rate was 53%.{,

1993 Sales totalled 402,148 tons broken down as follows: -
, 4
N
- special steel long products 356,138 tons ééh
- stainless steel long products 23,156 tons <>'
- Forge and foundry products 22,845 tons ;}

D

This compares with sales of 547,000 tons in 1991. (the year,on which the
plan was based) and 438,932 tons in 1992, and a 1993 é? es forecast

under the plan of 487,986 tons (excluding Larrondo). /67
1993 sales markets were broken down as follows: {?
N
Spanish domestic market 52% 'S
Other EC markets 39%
Third countries 9% C?
=
The 1992 figures were: Q>
$
Spanish domestic market 54%=
other EC markets 42)
Third countries -1
®)
O

In terms of prices, the data suppLiéd for 19392 and 1993 show that the
prices charged are within thec;ﬁormal range (in general whereas
Sidenor's Spanish domestic prices® fell in 1993 compared with 1992, its
export prices have risen sligh&?§5,

~

Financial Performance .i? N
T e
Under the restructuring‘ﬁién it was assumed that the combined losses of
Acenor and Foarsa im 3992 and 1993 respectively would be 10.8 and 3
billion pesetas on 2 a turnover of 44.1 and 55.2 billion pesetas
respectively. NS
~
In the event, 1992 losses were 19.626 billion pesetas on a turnover of
34.3 billion pesetas (57%). In the light of this, and the compapy's
deteriorating,éfinancial position due to delays in implementing  the
restructuring>plan (with projected losses for 1993 estimated at about
the same amdunt), in its revised Article 95 ECSC communication to the
Council l§§t September, the Commission proposed that additional aid in
the for@fﬁf loss compensation totalling 25.762 billion pesteas should
be autggrised to cover the additional losses.

Howeyer, according to the provisional accounts for 1993, combined
losges for Acenor and Foarsa amounted to 22.379 billion pesetas (of
which 8.523 billion pesetas were financial charges) on a turnover of
.3}Z514 billion pesetas (71%). This brings actual losses for 1992 and

—
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1993 to 42 billion pesétas. This amount is higher than the loss
forecasted under the plan, although it is not directly comparable given

/OH/ .

that Sidenor has not yet taken over the activities of Acenor and Foarsa
as envisaged under the plan, which is now expected to be achieved ;
during the course of 1994. \:)
Details and timing of aids received and costs covered . -
\u
&

According to the Spanish authorities, no alds under the plan have\been
granted to the companies, the loans received during the course,.gf 1993

being new debts not having a state aid character (see below). §\
<
Terms and conditions of any new loans ~

o
As at 31 December 1993 short and long term loans at macgket rates had
been obtained from the majority public shareholders{of Foarsa and
Acenor totalling around 38 billion pesetas. Of thesé7loans, 5 loans
amounting to around 16 billion pesetas were suppe,\rted by a State

guarantee carrying a 0.125% annual premium. AN

)

The Commission is examining these credit facilities in order to assess
whether they include aid elements and if "so whether these are
compatible with the Steel Aids Code, and/_cb: the Article 95 ECSC
decision. \,

N
Similarly, the Commission is seeking cl%}ification from the Spanish
authorities about the capital injection.df 8.224 billion pesetas into.
Acenor reported last Autumn as part:'\ of an operation, which the
Commission was told at the time was foreseen, and was taken into
account, in the aid authorised underQdthe plan in the form of new paid-
in capital of 20.2 bilion pesetas. @Likewise it is unclear whether and
to what extent the measures (Slde@:r loan of 3.562 billion pesetas and
foregoing of capital and 1nteres_§. repayments on a previous BEX loan of
18.290 billion pesetas, capltaJ\\satlon of which was taken into account
in the approved restructurlng plan) which were the subject of -the
Article 6(4) procedure opened in September 1992, have been effected.

S
~ .
Privatisation NG !
7
‘\
Sale or closure of the-Larrondo plant .

N
)
Discussions on the<{possible sale of the stainless steel plant at

Larrondo are continmuing with various parties.
[N



