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1. Introduct ion

Article 14 of Commission Decision No 2064/86/ECSC of 30 June 19861
requires the Commission to report each year to the Councii, the Europsan
Pariiament and the ECSC Consulitative Committee on the application of the
Community rules for State aid to the coal Industry.

This Report examines the financial aid granted by Belgium, France, Germany,
Portugal and Spain to their coa!l industries in 1892 and by the United
Kingdom during the financial year running from 1 April 1992 to

31 March 1993, ‘

Al]l Member States Intending to grant ald to coal undertakings In 1992 were
obliged to present to the Commission by 1 October 1991 (1 January 1992 for
the United Kingdom) information on all the measures they intended to take

to support the coal industry directly or indirectly in 1992.

such measures may be considered to be compatible with the prober
functioning of the common market only if they heip to achieve at least one
of the following objJectlives:

- Improved competitiveness Iin the coal industry, helping to ensure
greater security of supply;

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

- soliution of social and regional prob!ems related to changes in the
coal industry.

In accordance with Article 9 of the Decision, the Commission was notified
of the measures planned for 1992 by:

- the German Government in letters dated 1 January, 25 June and
25 July 1992, and 10 February 1993;

1 0J No L 177, 1.7.1986, p. 1 et_seq.
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- " the Befglan Government in a letter dated 25 Segtomber'1991;
- tho Spanish Government in l;ttorn dated 16 Noveqbor 1992;

- the French Government in a letter dated é July 1992;

- the Portuduoso Government lnla Iofter dated 13 Octobor 1992.

The Commission gavo a ruling on thoso measures in Decisions adopted on
30 September 19922, 25 November 19923 and 24 March 19934 for Germany,
11 Doecember 1991 for Belglum.5 30 September 1992 for France,®

23 Docember 1992 for Spain,”’-8 and 23 December 1992 for Portugal.®

"The financial aild referred to in this document is the aid for 1992
authorized by the Commigssion by 30 Juns 1893. The final figures for 1992
will be included In the 1993 Report.

2. | dustr nd ket

2.1. duction

In 1992 coal production In the Community amounted to 184.6 million tonnes,
i.e. a reduction of 4.5% compared with 1991. This drop Is due to ‘
reductions in the United Kingdom (7.5 mll!llon tonnes or 8.2%), France

(0.7 million tonnes or 6.4X), Germany (0.6 million tonnes or 0.8%). The
last plt closed in Belglum at the end of September 1992. However,
production increased slightly In Spain (by 0.4 million tonnes or 2.0%),
despito the closure of several pits.

The trend will probably be gsimilar in 1993 (although more marked), during
which year It 18 expected that total Community production will fall by
25.4 million tonnes (approximately 13.8%) compared with 1992, gliving a
total of 159.2 milllon tonnoo

The largest reductions are likely to be In the United Kingdom (15.9 million
tonnes or 18.9%), followed by Germany (8.7 million tonnes or 12.1%X) and
France (0.5 million tonnes or §.4%). The forecasts for Spain do not
suggest any significant changes in production.

2 0J No L 310, 27.10.1992.
3 0J No L 21, 29.1.1993.

4 0J No L 120, 15.5.1993.
5 0J No L 22, 31.1.1992,

6 0J No L 310, 27.10.1992,
7-8 0J No L §7, 10.3.1993.

9 0J No L 55, 6.3.1993.
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Table 1
’ (1000 t)
Coal Production
variation
_ ' ' 199371992
1989 1990 1901 1992 1903(2) ¥
Germany 77 451 76 551 72 749 72 160 63 460 - 12.1
France 11 470 10 488 10 128 9 478 8 970 - 5.4
Belglum 1 893 1 037 636 218 - - 100.0
United Kingdom - 98 286 89 291 91 340 83 855 68 000 - 18.9
Ireland 43 - 45 . 6 6 21 ool o
spain(1) 19 176 19 616 18 276 18 635 18 500 - 0.7
Portugal 258 266 232 220 220 -
ltaly 74 58 21 30 - - 100
Commun i ty 208 651 197 352 193 388 184 602 159 171 - 13.8

(1) Includfng *black lignite"
(2) Estimate

2.2 Employment

The continuation of the measures to rationallze and reduce activity in the
coal industry In most coal-producing countries led to a further drop Iin
employment figures. At the end of 1992, 143 900 underground workers, |.e.
22 100 fewer than In 1991, were employed in the coal industry. The largest
drop in absolute terms was in the United Kingdom (12 000), followed by
Germany (5 100), Spalin (3 000), Beligium (1 000) and France (600).

Table 2
Underground Staff Employed at the Ehd of the Year (°000)
variation
1989 1990 1991 1992(1) 1992/91(%)

Germany 92.1 85.5 80.7 75.6 - 6.3
France 10.7 - 8.9 7.8 7.2 - 7.7
Belgium 3.4 1.9 1.6 0.6 - 62.5
United Kingdom 56.0 50.0 . 42.0 30.0 - 28.6
Spain 35.0 35.0 33.0 30.0 - 9.1
Portugal 0.6 0.6 0.6 0.5 - 16.7
-Community 198.1 182.2 166.0 143.9 - 13.3

(1) Provisional

2.3 Coa! Demand and Trade

Internal delliveries of coal fell considerably (by 17 million tonnes or
5.2%) In 1992 compared with 1991.



Jable 3
(Mll]lon tonnes)
.nt rnal liver f |

1990 1991  1992Y) 199032 1993792 %
Belgium 14.9 13.9 14.2 13.8 - 2.7
Denmark 10.1 13.0 11.1 9.8 - 12.3
Germany3 80.3 82.6 80.5 77.3 - 4.1
Greeco 1.4 1.5 1.9 2.2 + 14.8
Spaln 30.2 31.3 33.6 32.5 - 3.1
France 30.4 32.3 28.0 26.0 - 7.0
ireland 3.2 3.1 3.0 3.0 + 1.4
Italy 21.1 19.56 17.3 17.4 + 0.4
Luxembourg 0.2 0.2 0.3 0.2 - 29.5
Nether lands 14.9 13.3 13.2 13.1 - 1.2
Portugat 5.0 4.5 4.7 5.1 + 7.4
United Kingdom 107.9 111.2 101.7 82.2 - 19.2
Communlity 319.5 326.6 309.6 282.5 - 8.8

(1) Provisional
(2) Forecast
(3) Excluding the new German L#nder

Doliveries fell in all sectors. The main reductlions concerned deliveries
to publlic—-sector, industrial and mine power stations (reduction of

11.1 million tonnes or 5%), followed by dellveries to coking plants
(reduction of 4.1 million tonnes or 6.5X) as a result of the considerable
deterioration Iin market conditions, and deliveries to "other industries"
(reduction of 0.5 mitllon tonnes or 2.6%).

In 1993 the volume of Internal coal deliveries Is expected to fall
considerably (by 27.1 mililon tonnes or 8.8X) compared with 1992. The main
sector involved will be the electricity-generating sector, since the data
avalilable indicate a 23.6 million tonne (11.3%) reduction Iin deliveries.

As In the past, doliveries to coking plants are likely to fall (reduction
of 3.3 million tonnes or §.7%). Deliveries to other coal-consuming sectors
are also following the same downward trend. The demand for coal will
logically be affected by the depressed economic situation which is causing
a reduction In Industrial activity and in overall energy demand.

‘Unllke Community coal production, coal imports from third countries
Increased (by 3.3 million tonnes) In 1992 compared with 1991 to reach a new
record level (133.2 million tonnes). This increase is mainly attributable
to demand from power stations. However, In 1993 for the first time since
1986 coal Imports could fall compared with the previous year. The forecast
reduction is 12.6 milllon tonnes, giving a total of 120.7 mitlion tonnes.
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Import f coal from third ntr
(million tonnes)

1990 1991 1992(1)  1993(2)  1993/92(X)

Belgium 13,2 13,3 13,1 12,7 - 3,3
Denmark 8,7 12,4 11,0 9,8 - 11,2
Germany(3) 8,6 1,7 11,8 11,3 - 4,3
Greece 1,3 1.5 2,1 2,2 + 3,2
Spain 9,8 11,9 13,7 12,7 - 7,5
France 17,2 20,2 21,4 16,2 - 24,5
lreland 2,6 2,7 2,7 2,7 - 0,1
italy 19,5 19,6 18,0 17,4 - 3,2
Luxembourg 0,2 0,2 0,3 0,2 - 29,0
Nether |ands 16,6 16,2 14,7 14,7 + 0,3
Portugal 4,5 3,7 4,4 - 4.8 + 7,8
UK 12,7 17,6 20,1 16,1 - 19,7
Community 116,0 129,9 133,2 120,7 - 9,4
(1) Provisional
(2) Forecast
(3) Excluding the new L#nder

Intra-Community Trade In_Coal X t

(‘000 t)

Year Germany Belgium France UK Spain Netherlands Other Total

1990 4 906 668 460 1 559 2 2 335 37 9 967
1991 3 188 606 490 1520 - 2 363 51 8 218
19921) 1 510 627 444 840 - 2 036 54 5 511
19932) 615 890 554 700 - 1 920 20 4 699 -

1) Provisional
2) Forecast

Intra-Community trade In coal, including internal movements of coal of
third-country origin in free circulation fell by 2.7 million tonnes in
1992; a further reduction of around 0.8 million tonnes .is.expected in 1993.
This trend Is attributable to a reduction in production in the maln
coal-exporting Member States, and the considerable competition from third-
country coal and other substitutable energy resources.

2.4, nan | situat f munit i Prod r

Any detalled analysis of costs and revenues encounters several
obstacles, and more particuilarly the fact that the national averages
conceal wide disparities between producers.
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For the Community as a whole, average production costs of ECU 108/tce
in 1991 Increased to ECU 109/tce in 1992, or in other words an increase of
1% which is mainly due to the rises recorded in France and Portugal.
Production costs seem largely to have remained unchanged in Germany,
although they fel! in the United Kingdom by 3.2%, largely because of the
deprecliation of sterling on the exchange markets.

Jablo 4
t |_indust

Product ion costsl!) - Returns Difference

Ecu/tec - Ecu/tec Ecu/tec
1990 1991 1992 92/91(X) 1990 1991 1992 92/91(X) 1990 1991 1992
' Germany 134 138 1384) 0,5 123 126 1274) 0,6 -12  -12  -12

Belgium 198 228 5) 55 47 5 -142 =181
Spain 149 1503) 1503) 0,0  1072)1083)1073) -o0,9 -42 -42 -43
France 97 21 100 8,9 61 60 58 -1,7 -36 =32 -41
Portugal 95 1014) 1204) 18,3 65 714) 784) 10,0 -30 -30 -42
UK 75 74 723) -3,2 692) 74 T -2,9 -6 0 0
TOTAL 108 108 109 1,0 94 97 98 -14 =11 -11

1) Overall costs, including capital and depreclation costs
2) Including ald for coking coal
3) Estimate

4) Provisional figure
5) Last pit closed at the end of September 1992

Returns increased by 1X throughout the Community in 1992. That
Iincrease is mainly due to price riges noted in Portugal and Germany. In
addition the decreases noted in the United Kingdom and Spain are due to
doepreciation of the respective national currencies as compared with the

ECU.

Ment ion shouid be made of the considerable differences in returns
between the different producer countries. To a great oxtent these are due
to indirect consumption-ald mechanisms in certain countries.

There were (often marked) Improvements in productivity in all
coal-producing Member States, largely due to the restructuring and
rationallzation of the Industry. The least productive pits are the first to
be closed, and when the declislion to close a pit In the relatively near
future is taken, underground preparation work Is reduced to a strict
minimum, roleasing workergs for production or reducing the number of
underground workers. Productivity Increases In both cases. The considerable
Iincreases recorded In France and the United Kingdom should once again be
stressed. Co
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Table §

nderground tput r_Manhour
(kg)

1990 1991 1992(1)  1993(2) 1993-1992(X)

Germany 673 681 700 705 0,7
France 634 727 743 760 2,3
Belglum 361 383 268 - -
UK 704 801 919 950 1,0
Spain 341 31§ 328 340 3.7
Community 628 665 702 710 1,1

(1) Provisional
(2) Forecast

3. id hed d_for_th {_Industry in 2

Any economic and financial! assessment of aid to the coal industry
must take account of the specific features of the industry.

Short-term changes on the international coal market are not
necessarily representative of long-term trends. It should be pointed out
that the world price of coal In terms of Member States’ currencies was
"influenced very considerably by tho volatility of the American dollar and
the slump in oil prices Iin 1991 after the Gulf War ended. [t should be
noted that the current world market prices are causing financial difficulty
in certain coal-exporting third countries. A study carried out in 1991 for
the Commission suggests that the price of imported coal Iin 2010 (based on
constant prices) could be between $57 and $76 per tce for steam coal and
$68 for coking coal.

The present situation Is aggravating the difficulties of the Europsan
coal Industry where, as a result of the inflexibllity of the production
system (attributable to technical, geological and geographical factors), It
is Impossible to respond to short-term market fluctuations In terms of
quantities or costs. '

The financial flow of ald thus contains an element that Is difficult
to quantify, covering the difference between the short-term cost of
imported coal - often serving as a reference price to determine the
purchase price of community coal - and the long-term marginal cost of nhew
production capacity in coal-exporting third countries offering guarantees
of securlty of supply.
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It Is against this long-term backcloth that coal producergs and large
consumers are legitimately concerned with minimizing the risks of a
volatile market through long-term contracts, although the terms of these
contracts must reflect economic realitlos and not hamper efforts to deploy
the Instruments provided for In tho Treatios to make balanced and
dotermined progress towards greater Intogration and optimization of energy

markets. ,

This document is concerned with the measures set out in Article 1 of the
abovement ioned Decision, namoly all aid granted by central, reglional or
local authorities (which, even If It is not always a direct burden on

publ ic budgets, Is nevertheloss financed by charges rendered compulsory by
the fact of State Intervention) and any ald elements contained in the
financing measures taken by Momber States in respect of the coal
undertakings which they directly or indirectly control and which cannot be
regarded as the provision of risk capital according to standard company
practice in a market economy.

This Report makes various distinctions. It distinguishes between aid
related to current productlon and aid not related to current production,
which, in certain cases such as inherited liabilities, cannot be
interrupted oven if coalmining were to stop. Research, development and
demonstration activitles are also regarded as not related to current
production provided they are not for the exclusive benefit of the company
undertaking the research. \Vhere such measures help to promote Innovations
in the undertaking Itself they are consldered to be related to current

production. )

Where current production is concerned, It is also essential to distinguish
between direct ald and Indiroect ald. Under Decision No 2064/86/ECSC any
financial ald granted directly to coal undertakings |s regarded as direct
ald. ‘Indirect aid Is any aid which, although often granted to an economic
operator not producing coal, is of Indirect benefit to coal
undertakings.10 o

3.1. Financial Ald related to Current Production

In 1992 ald to current production authorized by the Commission amounted to
ECU 5 194.6 million, compared with ECU 5 401.1 milllion in 1991.

10 This definition differs from the economic approach, where supply-side
aid Iis rogarded as direct ald and demand-side aid is regarded as
indirect ald, since the party receiving the aid Is not necessarily
the same as the party benefiting from the economic effect.
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As emerges from Annex 1, this reduction is mainly due to a significant
reduction In the level of aid in Spain and Belgium as a result of the
implementation of restructuring or rationalization plans, and, to a lesser
extent in Germany, owing to short-term market factors. Conversely there as
a slight increase in the level of ald in France and Portugal, while in the
Unlted Kingdom no aid to current production was granted for 19892.

Table 6
ncial Ald lated t rrent Production
million ECU/tonne
1992 1991 1992 . 1991
Directes '
Art. 3 Deficit grant aid 782,8 822,8 4,24 4,26
Art. 4 Sales ald’ 1787,7 1 656,7 9,68 8,57
Art. § Investment aid - 11,3 - 0,06
Art. 6 Ald for underground
staff 65,6 66,8 0,36 0,35
Other 67.1 217.,6 0,36 1,13
Sub-total 2.703,2 2 775.2 14,64 14,37
Indirect 2 491,4 2 625.9 13.50 13,68
Jotal $.194.6 5 _401.1 28.14 27.95

3.1.1. Direct Ald

Direct aid for current production under Decision No 2064/86/ECSC11

includes deficlt grant aid (Article 3), investment aid (Article 5), aid for
underground staff (Article 6), and sales ald for coking coal and coke
(Article 4). Although the latter aid is, in fact, sales aid, -it is
considered to be direct aid since It is granted to the producer and not the
consumer. : ' .

3.1.1.1. Germany

In 1992 direct aid authorized by the Commission amounted to
DM 4 116.8 million (ECU 2 031.0 million), I.e. DM §7.06 (ECU 28.15) per
tonne. .

11 For more details, the reader is referred to the text of the Decision:
OJ No L 177, 1.7.1986, pp. 1-9.
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DM million DM million

Art. 3 Ald to cover operating
losses 360,2 177,7

Art. 4 Ald for the sales of coal
and coke to the Community stecl!

‘Industry - 3 623,6 1787,7
Art. 6 Miners’ bonuses psr underground

shift worked ("Bergmannsprimio®) 133,0 65,6
‘Total ' 4 116,8 2 031,0

The ald to cover operating losses (DM 360.2 mlllion) is granted to
undertakings in.certain mining areas in order to cover part of a revenue
shortfall resulting from certain sales of coal by the undertakings in
question to thermal power stations. The aid is granted in the form of
financlal compensation based on the differences In production costs between
mining areas (Revierausglelich) and on the use of coal with a low volatile
matter content (Ausgleich fdr niederflilchtige Kohle).

Since the measurb Is.to be gradually phased out and is part of a
restructuring and rationalization plan, the aid in question meets the
obJoectives and criteria set out in Article 2 of the Decision.

Pursuant to Article 12 of Decision No 2064/86/ECSC, coal undertakings are
authorlzed, where necessary, to grant rebates on their list prices or
production costs for dellverlies of coal and coke to Community
steol~Industry blast furnaces under long-term contracts. These rebates
must not cause prices to work out lower than those which would be charged
for coal from third countries and coke made from third-country coking coal.

According to the notification from the German Government, this sales aid is
to be granted In llne with the principies underlying a new system of aid
for the delivery of coal and coke to the Community stee! industry. The
system Is designhed to place a celling on aid during the period 1992-94.
For this purpose the German Government has set a ceiling to the amount of
ald for this period and has introduced a financial charge on the coal
industry. The ald to be granted for 1992, Including the correction made at
the end of the year under that system (DM 3 623.6 million) covers the
difference between the world market price and the production costs for a
max Imum production level of 20.7 million tonnes. The aid is therefore
compatible with Articles 4 and 12 of the Decision. It thus helps to
provide a temporary solution to the social and regional problems by
spreading out the closure of loss-making pits Iin time, and also the
restructuring of the coal Industry in accordance with Article 2 of the
Decision.
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The DM 133 milllion of aid intended to finance miner premiums
“Bergmannspr¥mie® (DM 10 per Jjob performed underground) enables the coal
industry to retain its qualified staff. The aid is a specific measure that
has been appllied for several years (tax abatement on miners’ incomes) and
which must be notified separately from the ald referred to in Articles 3-5
of the Decislon. The ald Is thus compatible with Article 6 of the
Decision. It helps to Improve the competitiveness of the coal industry in
accordance with the first indent of Article 2(1) of the Decision.

3.1.1.2. Bolgium

In 1992 direct ald authorlzed by the Commission amounted to
BF 1 387.0 mifllion (ECU 33.5 mitlion), 1.e. BF 6 362 (ECU 153.67) per
tonne. ’

BF million ECU million
Art. 3 Aid to cover operating losses 1 387.0 33.5

Total : : 1 387.0 33.5 -

Ald to cover operating losses amounting to BF 1 387.0 million was granted
to the Campine coalfleld, in order to make up, for each tonne produced,
some of the difference between foreseeable average costs and returns. This
mainly Iinvolves coal delivered to thermal! power stations, the sales price
of which is closely linked to the price of Imported coal. The ald covers
79% of the foreseeable operating losses and thus meets the conditions of
Article 3(1) of the Decision.

The aid to cover operating losses helps to facilitate the final phase of
the restructuring of the coal industry, which led to the closure of the
last remaining pit by the end of September 1992, It thus helips to solve
the social and regional problems connected with the decline in coal
production, In line with the third indent of Article 2(1) of the Decision.

3.1.1.3. fFrance

In 1992 the amount of direct aid authorized by the Commission totalled
FF 1 284 million (ECU 186.9 million), I.e. FF 135.47 (ECU 19.72) per tonne.

FF million ECU millfion

Art. 3 Aid to cover operating losses 1 284 186.9

Total 1 284 186.9
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The aid to cover operating losses makes up only 75X of the difference, for

oach tonne produced and for each region, between foreseeable average costs

and roturns and thus complles with Article 3(1) of the Decision. As in the
caso of Belgium, these average returns are closely linked with developments
in the prico of Importod coal.

Sinco this forms part of a restructuring and rationalization plan that is
Intended to improve the competitiveness of the Industry, the aid meets the
aims and criteria set out In Article 2 of the Declsion.

3.1.1.4. Spain

The direct aid author 1zed by the Commission for 1992 amounted to
PTA 58 768 million (ECU 446.0 miilion), i.e. PTA 3 154 (ECU 23.94) per
tonne.

PTA million ECU million

Article 3 Ald to cover operating losses 50 034.0 . 379.7

Other Aid to defray part of the 8 734.0 66.3
measures gpeclific deproclation costs and

other exceptional costs arising

from restructuring measures

Total ' 58 768.0 - 446.0

The aid to cover operating losses (PTA §0 034 mitlion) Is granted to the
undertakings Hunosa, Figaredo and Minoro Siderurgica Ponferrada (for the
operation by the latter of Mina de la Camocha). It is Intended to offset
part of the difference between avorago foreseoable costs and average
foreseeable revenue for each tonne produced.  The ald does not exceed the
foreseeable operating losses and therefore meoets the conditions of the
Article 3(1) of the Decision.

The aid to cover operating losses faclilitates the process of restructuring
the undertakings recelving tho aid, In particular by gtaggering the ciosure
of cortaln plits with no prospects of economic viability, In the context of
regional industrial redevelopmont policy. The aid thus helps to resolve
the soclal and regional problems related to developments in the coal
industry, In accordance with the third indent of Article 2(1) of

Declgsion No 2064/86/ECSC.
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In order to facilitate the implementation of the plan for the
restructuring, rationalization and modernization of the coal industry, the
Spanish Government has set up a fund totalling PTA 8 734 million to defray
part of the specific depreciation costs and other exceptional costs arising
from the strategic plans of undertakings covered by programme contracts.
This measure facilltates tho coal-industry restructuring process and also
helps to Improve the competitiveness of the Community coal Industry by
closing down production capaclity having no long-term prospect of economic
viablility, in accordance with the criteria and aims of Article 2 of
Declsion 2064/86/ECSC. As a fund has been set up, the Spanish Government
is to notify the Commission each year of the amounts of aid actually paid,
the mines intended to receive the payments and the capacity reductions
involved.

3.1.1.5. Portugal
In 1992 the Commission authorized the granting of aid totalling

ESC 1 159.2 million (ECU 6.8 million) to cover operating losses, |.e.
ESC 5§ 269 (ECU 26.36) per tonne.

Esc million ECU million

Art. 3 Ald to cover operating losses 1 016.2 . 56.0
Other Ald to cover compensation for mining
damage due to restructuring measures §0.0 ‘0.3

Aid to cover a coal-industry debt
to the Portuguese Department of
Social Securlity 94.0 0.5

TOTAL "1 .159.2 ' 5.8

This ald is to cover the difference between the foreseeable average costs
and returns for a total of 0.2 million tonnes. The aid does not exceed
foreseeable operating losses and hence meets with the conditions laid down
in Article 3(1) of Decislon 2064/86/ECSC.

This measure Iis designed to help implement the strategic pian of the
undertaking in question between 1990 and 1994 when its total closure Is
planned. [t is intended to help resolve the social and regional problems
reiated to developments in the coal industry, In accordance with the third
indent of Article 2(1) of Declision 2064/86/ECSC.
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in order to smooth the way for implementation of this restructuring pilan,
the Portuguese Government has set up a ESC 5§50 milllon fund to cover
compensation for any coal-mining damage identified after the company
concerned has ceased to mine coai. By reducing production costs the
Intended ald helps to solve the social and regional problems deriving from
cutbacks In coal production In accordance with Article 2(1), third indent
of the Declglion by enabling a mine to be closed more gradually.

Before the date of extraction-capacity closure the ESC 94 million of aid Is
intended to cover somoe of the debts to the Portuguese Department of Social
Securlty entered Into up to early November 1990. By enabling the mine to
be closed down more quickly this aid helps to solve the gsoclial problems
ariging from implemontation of the restructuring plan in accordance with
Article 2(1), third Indont of Declslon 2064/86/ECSC.

The Commisslon has to bo kept informed annually by the Portuguese
Government of the levels and distribution of the aid payments referred to

above.

3.1.1.6. United Kingdom

According to Information received from the United Kingdom Government, no

ald to current production will be granted In respect of 1992. This is iIn
line with UK poiicy which restricts the granting of aid to current '

production to what Is strictly necessary in order to enable the industry to .
adapt to both short and medium-term market forces. .

3.1.2. Indirect aid

in this report, financial measures which, although generally granted to an
oconomic activity other than coal production, are of benefit to coal
undertakings, are rogarded as indirect aid.. Such measures are included in
the definition get out in Annex 2 to Decision 2064/86/ECSC, namely, "any
other measures |inked to the production or marketing of, and external trade
in, coal even If they do not directly Impose a burden on public budgets,
which .give an economic advantage to coal undertakings".

In this context, the Commission takes the view that several financial
mechanisms and types of aid must be regarded as indirect aid for current

production.

This is the case with the ald to finance systems of soclial welfare
contributions gpeclific to the coal Industry in force In some Meinber States
where the ald makes the effective social security burden of the coal
undertaking lower than the costs that the undertakings would normally have
to bear In comparison with other industries.
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Research, development and demonstration actlvities are also regarded as
indirect aid where they help to promote innovations in the undertaking
receiving the aid.

In most coal-producing Member States, coal producers and electricity
producers have concluded coal-supply agreements or contracts. Some

" agroements or contracts in force In 1992 Include pricing methods which do
not necessarily reflect market realities. The Commission has undertaken as
complete a study as possible of these agreements and contracts, to
highlight any financial-aid element detected. The actual agreements and
contracts covering coal sales are currently being examined in detail by the
Commission’s departments, to assess thelr compatibillity with the rules of
the Treaties.

Where it has a direct influence on the level of domestic prices, a
quantitative import restriction can also be regarded as indirect aid. In
the absence of accurate information on the impact of such measures,
however, they are not listed here.

3.1.2.1. Indirect aid to production

3.1.2.1.1 Belgium

The Commission authorized aid amounting to BF 10 million to cover
expenditure on the additional leave scheme for underground miners. The
effect of this measure is to reduce slightly the cost price per tonne (by
less than 1X); in view of the accelerated decline in the level of
production, this does not confer a competitive advantage. (n view of the
low level and temporary nature of this aid and the fact that it forms part
of a restructuring plan, It fulflls the obJectives and conditions set out
in Article 2 of the Decislion.

The notification sent to the Commission regarding the financing of social
benefits In the coal Industry, detalled at 3.2.1.3 below, shows that the
aid which the Belgian Government planned to grant in this connection made
the ratio betweon the charges per active miner and the benefits per
recipient lower than the corresponding ratio in other industries. The
difference amounts to BF 299.2 million.

The limits laid down in Article 7 of the Decision are accordingly exceeded
by this amount, which must be considered as indirect aid for current
production. The resulting reduction In praduction costs (some 10¥%¥) does
not constitute a significant competitive advantage for the coal industry
compared with other Community coal producers, given the abnormally high
level of charges In the Belgian coal Industry as a result of the major
cutback in production. The |lnk between this measure and the restructuring
programme contributes to the solution of social and regilonal problems
related to changes In the coal industry Iin accordance with the third indent
of Article 2(1) of the Decision.
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3.1.2.2. Indirect Ald m

This section describes the pricing methods in contracts and agreements
betviesn coal producers and eloctriclty producers. thre appropriate, the
oxtent of the flinanclal aid is also highlighted where It can be quantified.

3.1.2.2.1. Germany.

In Gormany, the financial compensation and price mechanism for sales of
both German and Community coal to the electricity industry, including sales
provided for in the “Jahrhundertvertrag®, are governed by the third
Electricity-from-coal Law.12

In 1892 the German Government provided the Commission with information
suggesting that by 1997 production of coal for thermal power statlons will
be reduced by 5.9 mlllion tonnes of coal equivalent; the reduction in
production will be achleved by closing down the production units making the
biggest losses.

After oxamining this Information, the Commigsion adopted a Decision
authorizing compensatory payments totalling DM § 000 million on

25 November 1992 to cover current expenditure in respect of the
compensation fund under the third German Electricity-from-coal Law for
1992.

VWihen the authorization was igsued account was taken of the social and
reglional context typifying the coal sector In Germany, and the programmed
moves towards restructuring which should uitimately lead to a reduction in
the said lntorvontlon.

In its decision, the Commission made it clear that the authorizations would
cease to have legal effect beyond the date on which
Decision No 2064/86/ECSC expires.

In its decision.of 22 Docember 199213, the Commission acted, under

Article 85 of the EC Troaty and Article 65 of the ECSC Treaty on the-
multiannual contract on the supply of German coal ("Jahrhundertvertrag")
signed by the coal industry and the German electricity-generating Industry.
Authorization was given for the perlod up to 31 December 1995, provided
that the quantities to be extracted annuaily and ligted in the legally
operative part of the sald declision apply. '

3.1.2.2.2. France

In France, EDF’'s purchases of coal and electricity from Charbonnages de
France are governed by a protocol dating back to the end of 1987 covering
the period 1989-93.

12 coM(88) 541, 20.10.1988, point 4.1.2.2.1.
13 0J L 50, 2.3.1993.
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The quantltles of national coal and electricity covered by the protocol are
on a declining scale, as follows:

coal lectricit
1989 = 2,30 milllon tonnes 7.82 T¥wh
1990 = 2.19 mlilion tonnes 7.24 TWh
1991 = 2.09 mlilion tonnes 6.68 TWwh
1992 = 1.81 million tonnes 6.13 Twh
1993 = 1.81 million tonnes 5.97 Twh

The minimum ex-mine price Iis set some 10X higher than the cost of imported
coal.

The quantities of electricity covered by the contract equate to 3 500 hours
of utifization of EdF coal-fired power stations a year. The electricity
suppl ied on these terms is subject to the same tariffs as EDF applies to
private generation. The price charged for any additional quantities
purchased corresponds to the accounting cost of nuclear power stations in
operation. '

The guaranteed supply provided for by the contract and the fact that
collierles stockpile coal in order to be able to meet EdF demand at very
short notlice are guid pro quos for the 10X surcharge. It does not appear,
therefore, from the Information at the Commission’s disposal, that this
mechanlism contains direct or indirect financial aid to the coal industry.

3.1.2.2.3. Unjited Kingdom

Since the 1990/91 financial year, deliveries of national coal are coVefed
by a new three-year agreement signed at the end of 1989. The contracting
partles are the British Coal Corporation, National Power and Power Gen.

Deliveries of coal to the olectricity-generating industry covered by the
contract amounted to 64 milllion tonnes In 1992/93; the average pit-head
price of those supplies was UKE£44.40/tonne:

A similar agreement has been concluded between Scottish Power and the
British Coal Corporation, the deliveries being made from the Scottish
coalfield. This agreement covers the period from 1990 to March 1995.
Deliveries of coal to the Longannot power complex amounted to 3 million
tonnes for the 1992/93 financial year, and will vary between a minimum of

2 million tonnes and a maxImum of 2.5 million tonnes In 1993/94 and
1994/95. These deliveries thus correspond to about 60X of the needs of the
power statlions In question. For the 1992/93 financlal year, the average
price pald by electricity generators was UK£40.10/tonne, compared with
UK£43.36/tonne for 1991/92.
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3.1.2.2.4. Spain

A systom of awarding contracts for the supply of coal to thermal power
statlons (NSCCT) was concluded in 1986 between CARBUNION, the association
of coal producers, and UNESA, the electricity producers’ association. This
agreoment stlpulates that al! producers or groups of producers with
underground production in excess of 50 000 tonnes a year may conclude long-
term contracts with the electricity producers at a reference price.

Mining companies with production costs In excess of the references price may
charge the electricity producers a supplement covering the difference
between their production costs (excluding depreciation) and the reference
price. The surcharge paild by the electricity producers is roimbursed
through the OFICO compensation fund set up by the electricity producers.
This price supplement only covers coal produced In underground mines.

As requested by the Commission in Decision 90/198/ECSC,14 In 1991 the
Spanish Government submitted a plan to reduce the compensatory payments
made under the OFICO scheme and an outliine plan for the restructuring,
rationalization and modernization of undertakings In the part of the
Spanish coal Industry covered by the OFICO scheme.

The outline plan provides for a reduction in pfoductlon capacity of around
1.9 million tonnes by 1993,

After examining the plans, the Commission authorized a compensatory payment
to eloctricity producers through the OFICO compensation fund totalling

PTA 2 286 miillon for 1992. In Its decligsion the Commisslion has taken
account of the gradually~reducing nature of the measure and of the
restructuring, rationalization and modernlization required by the closure or
gradual reduction in capacity of the most loss-making pits. Authorization
does not prejudge the compatibility of the new system of awarding contracts
for the supply of coal to thermal power gtations with the provisions of the
EEC and the ECSC Treaties; the system Is at present being examined In
detail by the Commisslon departments In the light of the completion of the
Internal energy market. '

3.2. Financial Ald not related to Current Production

Under Declision No 2064/86/ECSC, ald granted on the basis of Articles 7 and
8 Is regarded as aid not related to current production. Research,
development and demonstration activities are also included In this
category, provided they do not affect the production costs of the industry
in the country In question.

14 0J L 105, 25.4.1990.
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3.2.1. Financial Aid for Social Benefits

Under Article 7 of the Decision, State aid to finance social benefit
schemes speciflic to the coal industry may be considered compatiblie with the
common market provided that, for coal undertakings, It brings the ratio
betwaen the burden per mineworker in employment and benefits per person in
roecoipt of benefit into line with the corresponding ratio in other
Industries. The excess levels noted iIn Belgium were considered to be
indirect afid for current production in gsections 3.1.2.1.1.

3.2.1.1. Germany

In 1992 DM 11 200 million was allocated to cover the deficit of the
disabllity and old-age pension schemes in the mining Industry as a whole.
Some 80X% of thls amount, i.e. DM 8 960 million, went to the coal industry.
The Commission’s examination showed that the |imits lald down Iin

Article 7(1) of the Decision were not exceeded.

3.2.1.2. France

According to the French Government ‘s notification, social benefit payments
to the French coal Industry under specific and general soclial insurance
schemes amounted to FF 16 193.0 million in 1992. Details of this aild are
given below,

origin Amount of Ald pPurpose
(in_FF million)

State 4 690.0 - Disablility and old-age pension insurance
Regular contribution amounting to 22%
of the total wage-blli plus additional
State adjustment

General 5 520.0 Disability and old-age pension insurance

system Regular statutory contribution to cover
part of the “exceptional expenditure"
(contribution lald down by decrese)

General 2 254.0 Insurance against industrial accidents
system and occupational diseases
Coverage of inherited llabilitles

General 3 429.0 Sickness insurance
system Treatment benefits
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Specific 3 9568.0 Dl9abllity and old-age pension insurance

social “Exceptional expenditure" in the coal

secur |ty industry within the meaning of

scheme . Article 7 of Decision No 2064/86/ECSC
Total 16 193.0

The abovementioned ald compllies with the provisions of Article 7(1) of the
Declision.

3.2.1.3. Belgium

As can be seen from the table below, the financial aid granted to the
Belglan coal Industry for social benefits amounts to BF 29 122.4 million.

origin Amount of Ald  Purpose
(in_BF miliion)

State 24 473.4 : Old-age ponsion and survivor‘s pension
insurance
Regular statutory contribution

State 4 649.0 Disability insurance
Disability pension

Total 29 122.4

As mentioned in section 3.1.2.1.1,, examination by the Commission showed
that thoe limits laild down in-Article 7 of the Decision had been exceeded by
BF 299.2 million. This is oexplained by the constant fal! in the ratio
betwoen active workers and benefit reciplients as a result of the measures
to cut the workforce connected with implementation of the restructuring
plan. .

3.2.1.4. 1ted Kingdom

in the United Kingdom nearly all branches of industry have their own
Insurance system (In addition to the general social insurance scheme, which
also applies to the coal Industry) from which pensions are paid to retired
viorkers. A supplementary system of this kind also exists for the coal
industry in the form of a retirement fund. The British Government notified
the Commission that the system whereby the State topped up the miners’
retirement fund had been discontinued from the 1990/91 financial year.

3.2.1.5. Spaln

Notified public financial aid to the Spanish coal Industry under general
socilal benafit payment schemes amounted to PTS 113 695 million in 1992.
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This figure is broken down as follows:

rigin Amount of Aild Purpose
. (In PTAS mitlion)

State 98 768 Old-age pension

Stato 4 813 Temporary disability

State -1 353 Temporary Invalidity and
rehabilitation insurance

State 6 918 Health service

State 1 299 . Miscellaneous (family benefits,

social services, soclial welfare,
one-off payments, prostheses,
wheelchairs)

State 544 Administrative costs

Total 113 695

The above flinancial aid complies with Article 7(1) of the Decision.

3.2.2. Elinanclal Ald t over_ Inhorited Liablilfti

In accordance with Article 8 of the Decision, State aid to undertakings to
cover the costs arising from restructuring which are not related to current
production may be considered compatible with the common market provided
that it does not exceed such costs. The categories of costs regarded as
inherited llabilities are set out in Annex 1 to Decislion No 2064/86/ECSC.

3.2.2.1. rman

For 1992 Germany notified the following measures:
- Ald to cover mine drainage DM 225.0 million
- Ald in the form of allocations
covering the costs of early
retirement and exceptional
intrinsic depreciation
resulting from restructuring DM 275.1 million

Total DM 500.1 mittion (=ECU 246.7
million)

All the above costs constitute inherlited lliabilities since they are the
result of production capacity closures in previous years and are thus not
related to curront production. o ‘
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The aid for mine-dralnage control costs, amounting to DM 225 mililon, Is
palid to coal undertakings to enable them-to -cover the Inherited liabillities
arising from closures since 31 December 1866. As a result of pit closures,
the undertakings were forced to pay constantly increasing amounts to the
vater-managemont assocliations. The aid does not exceed the real extra
costs borne by the undertakings. .

The above measures therefore comply with Article 8(1) of the Decision.

3.2.2.2. Belglum

The Belgian Government notified the Commission of aid totalling

BF 68.9 million (ECU 1.7 million) to cover mining damage arising from the
closure of the workings of the Kempense Stesnkolenmi jnen (Campine
coalfield). The ald does not exceed actual costs and therefore meets the
criteria of Article 8(1) of the Decision.

3.2.2.3. France

in 1991 the French Government granted'ald totalling FF 5 321 million
(ECU 774.6 million) to cover the inherited liabilities of Charbonnages de
France. This sum Is Intended to allow the following costs to be covered:

- extra cost of early retirement FF 779.0 million
- converslion costs , FF 457.0 miltion
- costs of pit closures or dismantling :

- of iInstallations , : FF 304.0 million

‘= regidual charges/depreciation and
servicing of loans transferred

to the Central Office FF 843.0 million
- charges due to demographic overload :
caused by restructuring : FF 2 823.0 miltion
- general research FF 15.0 million

Total : FF 5 321.0 million

The actual costs to Charbonnages de France tally with the amount of aid and
are thus consistent with Article 8(1) of Decision No 2064/86/ECSC.

3.2.2.4. Spain

Spaln notified the Commission of the folloWlng measure for 1992:

- provision of PTAS 11 687 million to cover exceptional social expenditure
In the form of payments to workers to be made redundant before

31 December 1993 following measures to rostructure. rationalize and
modernize the industry.
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-'a PTAS 2 661 million fund to cover the cost of maintaining pumping
stations to drain extinct mine workings.

The Commission concluded that the fund should be regarded as an inherited
tiabltity, in accordance with Article 8 of Declslon No 2064/86/ECSC. As
for the setting-up of a fund Is concerned, the Spanish Government is to
Inform the Commission each year of the allowances actually paid, and the
volume of ailid involved, In order to ensure that the conditions of Article 8
are mot.

3.2.2.5. Unlited Kingdom

The United Kingdom notifled the following measure for 1992:

- ald for miners losing their jobs
as a result of restructuring UKE9.6 million

This is a soclial measure arising out of pit closures. The aid does not
exceed the actual costs and therefore meets the criteria of Article 8(1) of
the Decision.

4. Conclusions

Examination of the financial assistance to the coal industry notified by
the Member States under Decision No 2064/86/ECSC again highiights the
significant differences between the assistance techniques adopted by the
Member States in order to enable the coal industry to solve its structural
and financial problems, and also the wide range of approaches to the
problem of restructuring and rationallization.

Furthermore there are probiems of aid transparency and presentation which
often makes [t difficult to compare data. Nevertheless, the results
obtained in certain Member States and the decislons recently taken,
particularly In Spain and Germany, seem to constitute a major, apparently
decisive, step forward towards a healthy restructuring of the Community
coal Industry. ‘ '

A feature of 1992 was the further pursuit of restructuring and
optimization, particularly in terms of cost, leading to the closure of
cortain mines which no longer offered any prospect of medium or long-term
economic viabllity, gradual staff cutbacks and a.reduction, at a Community
lavel, of the aid linked with current production.
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Although Decislion No 2064/86/ECSC on a Community scheme for financial
assistance to the coal Industry by the Member States has, to various
degrees, enabled the process of restructuring, rationalization and
modernization of the coal Industry to be continued, it has been confirmed
that this process will not have beon completed by its deadline, or iIn other
words 31 December 1993. ’

As It is convinced of the nesd to bring Into being a new Community scheme,
and In the light of the golid experlence gained In Implementing

Decision 2064/86/ECSC, the Commigssion adopted, on 25 November 1992, a draft
doclsion ostablishing a new aid scheme for the Community coal industry.
Vhilo adopting a highly flexible, gradual approach to the soclal and
reglonal aspects of this body of problems the Commission has taken care to
malntain strict discipline with regard to the main aims and principles of
tho ECSC Treaty. This new system willl need to receive the unanimous assent
of the Councl| before ‘entering into force.

1t is appropriate again to point out that the Commission’s activities in
support of the Community coal Industry are a departure from the basic
principle set out in Article 4 of the ECSC Treaty whereby aid is conslidered
to be Incompatible with the common market in coal. The draft Commission
decislon was prompted by two principles: the need to ensure that the
essontlal restructuring of this sector should not be too brutal in social
and regiona! terms, and the need to provide incentives to this sector to
continue and intensify its restructuring Iin order to boost Its economic
viablility.

With this backdrop in view one cannot Insist too.much on the préssing need
to accompany that restructuring process by a policy on the diversification
of the Industrial fabric. The Commigsion’s activities under the RECHAR
programme and the ECSC budget confirm that, if necessary, there would have
to be Incentives to revitalize declining mining areas.
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industry

Financial aid linked to current production in the coal

Country: 'Belgium

B million _H)J/tonnc

1992 1991 1992 1991
Direct _ : .
Article 3 : Deficit grant aid 33.5 53.4 153.67 84.36
Article 4 : Sales aid - - - -
Article § : Investment aid - - - -
Article 6 : Aid for underground staff - - - -
Other - - - -
Subtotal 33.5 53.4 153.67 84.36
Indirect 7.4 7.8 33.94 12.32
TOTAL 40.9 61.2 187.61 96.68
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Financial aid linked to current production in the coal industry

Country: Gemany

.HIJ/tonne

BQUmillion

1992 1991 1992 1991
Direct ' » :
Article 3 : Deficit grant aid 177.7 209.6 2.46 2.88
Article 4 : Sales aid 1 787.7 1 656.7 24.78 22.76
“Article 5 : Investmant aid - - - -
Article 6 : Aid for underground staff 65.6 66.8 0.91 0.92
Other _ : - - - -
Subtotal 2 031.0 1 933.1 28.15 26.55
Indirect 2 466.7 2 569.6 34.19 35.30
TOTAL 4 497.7 4 502.7 62.34 61.85
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Financial aid linked to current production in the coal industry

Country: Spain

BlUmillion - BOU/tonne
1992 1991 1992 1991
Direct ‘ :
ticle 3 : Deficit grant aid 379.7 390.0 . 20.38 21.43
Article 4 : Sales aid - - - -
Article 5§ : Investment aid - 11.3 - 0.62
Article 6 : Aid for underground staff - - - -
Other 66.3 217.6 3.56 11.95
Subtotal | 446.0  618.9 23.94 34.00
Indirect 17.3 48.5 0.93 2.66
TOTAL 463.3 667.4 24.87 36.66
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Country: France

B million BXU/ tonne

1992 1991 1992 1991
Direct N . :
Article 3 : Deficit grant aid 186.9 165.3 19.72 16.36
Article 4 : Sales aid - - - -
Article 5 : Investmant aid - - - -
Article 6 : Aid for underground staff - - - -
Other : - - - -
Subtotal 186.9 165.3 19.72 16.36
Indirect - - - -
TOTAL 186.9 165.3 19.72 16.36
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Financial aid linked to current production in the coal industry

Country: United Kingdam -

BOU million BOU/ tonne

1992 1991 1992 1991
Direct .
Article 3 : Deficit grant aid - - - -
Article 4 : Sales aid - - - -
Article 5 : Investment aid - - - -
Article 6 : Aid for underground staff - - - -
Other : _ - - - -
Subtotal - - - -
Indirect - - -

TOTAL
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Financial aid linked to current production in the coal industry

Country: Portugal

BOUmillion BCU/ toane

1922 1991 1992 1991
Direct ) 4
Article 3 : Deficit grant aid 5.0 4.5 22.72 19.40
Article 4 : Sales aid. - - .- -
Article 5 : Investmsant aid - - - -
Article 6 : Aid for underground staff - - - -
Other : ‘ 0.8 - 3.64 -
Subtotal 5.8 4.5 26.36 19.40
Indirect - - - -
TOTAL 5.8 4.5 26.36 19.40
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coal indﬁatry

Pinancial aid linked to current production in the

Comunity
BOU million ~EOW/tonne
1992 1991 | 1992 1991
| j

Direct : : _ : o .
Article 3 : Deficit grant aid 782.8 822.8 | 4.24 4.26
Article 4 : Sales aid 1 787.7 1 656.7 1 9.68 8.57
Article § : Investment aid - . 11.3 - 0.06
Article 6 : Aid for underground staff 65.6 . 66.8 0.36 0.35
Other : 67.1 217.6 0.36 1.13
Subtotal 2 703.2  2775.2 ' 14.64 i 14.37
Indirect 2 491.4 2 625.9 !  13.50 13.58
TOTAL 5 194.6 5 401.1 28.14 27.95
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Financial aid not linked to current production

(BUmillion)

Belgium
Ge miany
Spain
France

Portugal

Coamunity

"Financing of social benefits in the
coal industry

Inheritgd liabilities

United Kingdcml )

Total Excess aid Total Excess aid

1992 1991 1992 1991 1992 1991 1992 1991
703.4 698.7 7.2 6.9 1.7 1.2 - -
4 420.3 4 344.1 - 131.8 246.7 247.5 - -
862.8 821.0 - - 108.9 267.0 - -
2 357.4 | 1 946.6 - - 774.6 783.2 - -
- - 13.1 13.7 - -

8 343.9 7 810.4 7.2 138.7 1 145.0 1 312.6 - -

1) The United Kingdan.has an 1ntcgrated social security system.

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

The figures shown above cover only the special






