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Subject: State aid SA.33337 – Poland 

Possible aid to LOT Polish Airlines 

 
 
Sir, 
 
 

1.  Procedure 

(1)  Following a number of press articles on potential state measures benefiting 
LOT Polish Airlines, the Commission opened an ex-officio investigation on 
13 July 2011. The Commission sent requests for information to Poland on 19 
August 2011, 27 February 2012 and 29 March 2012, to which Poland replied 
on 27 October 2011, 23 and 27 April 2012. In the course of the investigation, 
the Commission also received a complaint from a private person, motivated by 
an inefficient spending of tax payers’ money.  

2.  LOT Polish Airlines 
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(2)  LOT Polish Airlines (hereinafter "LOT") is the Polish flag carrier since 1929. 
The company is owned by the State Treasury (68%), the State-owned financial 
fund Silesia (25%) and the employees of LOT (7%). LOT is the parent 
company of the LOT Group that comprises of some 15 subsidiaries active in 
the markets of flight services, airport and handling services, aircraft 
maintenance and others. The structure of the Group is undergoing significant 
changes. LOT has decided to focus its activity on the aviation services and to 
sell a number of its subsidiaries.  

(3)  LOT is a member of Star Alliance, operates a fleet of 40 planes and provides 
direct connections to 68 destinations in Europe, North America, Near, Middle 
and Far East.  

(4)  Table 1 outlines the company’s results for 2006 – 2011. Despite a growth of 
the number of passengers carried, net sales, and capacity use LOT has been 
generating losses. In 2010 the net loss amounted to PLN 56 million (ca. EUR 
14 million). In 2011 the result showed a loss of PLN 145.6 million (ca. EUR 
35 million). From the company's financial statement it appears that the 
deterioration of the net result in 2011 was influenced by a currency conversion 
net loss which grew from PLN 71 million in 2010 to PLN 258 million in 2011. 
For 2012 the company forecasts a profit of PLN 50 million (ca. EUR 12.5 
million), which would be its first profit since 2007. 

 

Table 1: Results of LOT 2006 – 2011  

EUR 1 = ca. PLN 4 

 2006 2007 2008 2009 2010 2011 

Net sales 

(in millions PLN) 

2 762  2 983 2 879 2 724 2 958 3 156 

Net results 

(in millions PLN) 

523.4 29.7 (732.7) (168) (56.2)  (145.6) 

No. of passengers 

(in millions) 

3.71 4.28 3.97 4.10 4.5 4.64 

Capacity use (in %) 74.1 75.7 72.8 73.4 75.1 74.4 

(5)  According to the Polish authorities, LOT has been implementing a 
restructuring programme since 2009. The restructuring plan has not been 
notified to the Commission as the Polish authorities claim that it does not 
involve State aid. The company is trying to improve its financial condition by 
selling its subsidiaries and focusing on the main business activity – transport 
of passengers and cargo. The business plan covers operational, financial and 
management changes aimed at achieving profitability in the long term. Poland 
aims at privatising the company by the end of 2013. 
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(6)  No open and transparent tenders were organised for the purpose of the sales of 
LOT's subsidiaries. The companies were purchased by State-owned companies 
for a price established in the independent appraisal reports.  

(7)  As a part of its restructuring process, LOT has also decided to sell shares of 
other subsidiaries – Eurolot, Petrolot and Casinos Poland. These transactions, 
however, have not materialised until now and are not covered by this decision. 

3.  Methodology of the appraisal reports 

(8)  The appraisal reports are based on commonly used methods of evaluation 
based on three approaches.  

(9)  First, the income approach is the basis for the discounted cash flows method 
(hereinafter "DCF"). This method determines the current market value of 
future cash flows generated by the company, which allows for reflecting the 
potential of the enterprise and its respective market but also taking into 
consideration specific characteristics of the company. In other words, factors 
taken into account by investors when taking decisions on buying shares and 
the price offered for them. This method requires inter alia a detailed forecast 
of future cash flows for a minimum period of 5 years.  

(10)  Second, the stock exchange/transaction multiples method is based on a market 
approach. This method takes into consideration factors remaining outside the 
analysed enterprise, such as the situation on the securities market, investor 
sentiment and perception of the growth potential of a given market and risk. 
Then specific measures characteristic for the analysed company must be 
compared with relevant measures of other enterprises from the same sector 
listed on stock exchanges and their capitalisation value. This method consists 
in selecting and analysing of comparable companies, their size, growth 
potential, financial situation and a number of other factors that may affect the 
price of shares.  

(11)  Third, the adjusted net asset value method is based on the net value of all the 
assets of the company as shown in the company's audited financial statements. 
The final valuation is calculated as the total assets (fixed assets plus current 
assets) minus liabilities.  

(12)  In order to produce the most accurate results, evaluators might use discounts 
and premiums related to various aspects of the subject of evaluation. As 
regards the evaluation of companies, the most widely used 
discounts/premiums are those related to the liquidity of shares and control.  

(13)  The key assumption justifying a liquidity discount is the claim that an asset for 
which an active market exists is worth more than an analogous asset for which 
no active market exists. This is connected with the difficulty or, in extreme 
cases, the inability to realise the value of a given asset through a sale process. 
This discount also reflects additional time and costs relating to the transaction 
and also the degree of the company's transparency. The need to apply a 
discount for illiquidity arises when, using a method which assumes liquidity, 
an illiquid asset is analysed. The most commonly used level of discount is 
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15% although one must bear in mind that the level of the discount reflects the 
subjective opinion of the advisor and may differ from the abovementioned 
value. 

(14)  The key assumption justifying the application of a control premium is the 
claim that the controlling interest is worth over-proportionally more than the 
minority interest. This relates to the ability to exercise effective control over a 
given company, inter alia by selecting its authorities or the ability to take 
strategic decisions. 

(15)  However, the liquidity of shares/stocks discount and the control premium do 
not need to be applied if the assumptions of the method used and the analysis 
subject matter are consistent. 

4.  Potential state aid measures under investigation 

(16)  The Commission has investigated if state aid was involved in the sales of three 
LOT subsidiaries: 

• LOT Services Sp. z o.o. (hereinafter "LOT Services") – providing 
ground services mostly at Warsaw airport; 

• LOT Catering Sp. z o.o. (hereinafter "LOT Catering") – providing 
aviation catering services in Poland; 

• LOT Aircraft Maintenance Services Sp. z o.o. (hereinafter "LOT 
AMS") – providing aircraft repair services. 

4.1. Sale of LOT Services 

(17)  LOT Services, operating ground handling services, created a subsidiary named 
- LOT Cargo in May 2010, a company with EUR 25 000 capital and no 
business activity. In October 2010 LOT Cargo issued shares worth PLN 202.1 
million (EUR ca. 50 million) which were bought by the State Treasury under 
the condition that LOT Cargo acquires and then merges with LOT Services 
(following a valuation by an independent expert). 

(18)  LOT Cargo then spent PLN […] (EUR ca.[…]) to purchase LOT Services on 
28 December 2010. On the same day LOT Services and LOT Cargo merged 
and formed a new company LS Airport Services, 100% owned by the State 
Treasury. The merger was approved by the Polish Competition Authority.  

(19)  The sales price of PLN […] (100% of the share capital) corresponded to both 
the appraisal of the market value of shares (made for the company's needs) and 
the result of a market economy investor principle test prepared by evaluator 1, 
a large international auditing & consulting firm. The Market economy Investor 
Test report dated 7 December 2010 and commissioned by LOT Cargo (i.e. the 
buyer) used two methods for the valuation of the company. According to the 
DCF method the company was valued at PLN 198.6 million. The multiples 
analysis method which analysed stock listings and forecasted financial results 
for the year 2010 of 5 companies concluded that the value of 100% of the 
company's equity ranges from PLN 168.7 million to PLN 206.8 million. The 
evaluator concluded that the results provided by the multiple analysis method 
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confirmed the valuation obtained using the DCF method. The final estimate of 
the market value of the company was thus established at PLN […]. It includes 
the liquidity discount of 15%. No control premium was added. 

(20)  The sale took place without a tender but had to comply with the following 
conditions: 

• the sale of the shares had to take place on the basis of a market 
appraisal; 

• the negotiated price had to be approved by the Supervisory Board; 
• if the buyer is a public entity, a market economy investor principle test 

had to be presented with a positive result. 

(21)  The first appraisal of LOT Services' shares was prepared in December 2009 
(company’s value on 30 September 2009) by evaluator 2 - a Polish bank, a 
subsidiary of a large international banking group. The value of the shares was 
determined at PLN 181 million. The appraisal report dated 14 December 2009 
commissioned by LOT used two methods for valuation of the company. 
According to the DCF method, the company was valued at PLN 174 million. 
The multiples analysis method provided a result of PLN 165 million to PLN 
211 million. The final recommendation for the value of LOT Services is an 
arithmetic average of those valuations (for multiples analysis the middle point 
of its range is taken in order to calculate the average). The final estimate of the 
market value of the company was thus established at PLN 181 million. No 
discount/premium for illiquidity and control of shares was applied. 

(22)  In August 2010, evaluator 1 presented an analysis indicating that the price of 
shares should be between PLN 186 and 210 million. Subsequently, evaluator 1 
conducted another analysis indicating that the company was worth PLN 198.6 
million in December 2010. The sales agreement was signed on 28 December 
2010 and entered into force on 1 January 2011. 

4.2. Sale of LOT Catering 

(23)  LOT Catering supplies, among others, meals on board of aircrafts. In 2010, the 
company generated PLN 2.5 million (EUR ca. 0.6 million) losses. It was 
bought by a state fund called Regional Economic Fund (hereinafter “REF”) on 
3 January 2011 for PLN […] (EUR ca. […]).  

(24)  The sales price of PLN […] (for 100% of the share capital) corresponded to 
both the appraisal of the market value of shares (made for the company's 
needs) and to the result of a market economy investor principle test prepared 
by evaluator 1. 

(25)  The sale took place under the same conditions as in the case of LOT Services 
(see recital (20)). The Polish Competition Authority approved the transaction 
under the national merger rules. 

(26)   In November 2009 evaluator 2 evaluated the company at PLN 24.65 million, 
indicating that the value would be considerably higher, should the terms and 
conditions of certain agreements between LOT and LOT Catering change. The 
appraisal report dated 30 November 2009 commissioned by LOT used two 
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methods for valuation of the company. The valuation used the income (DCF) 
method and adjusted net assets method. According to the DCF method, the 
company was valued at PLN 25.9 million. The adjusted net assets value 
method evaluated the company at PLN 23.4 million. The final 
recommendation for the value of LOT Services is an arithmetic average of 
those valuations. The final estimate of the market value of the company was 
thus established at PLN 24.65 million. No discount/premium for illiquidity 
and control of shares was applied. 

(27)  In December 2010, evaluator 1 presented an analysis indicating that the price 
of shares should amount to PLN […], assuming that the terms and conditions 
of agreements between the LOT and LOT Catering would be changed. The 
Market Economy Investor Test report dated 14 December 2010 commissioned 
by LOT and REF (i.e. both the seller and the buyer) used one method for 
valuation of the company. According to the DCF method the company was 
valued at PLN […]. A liquidity discount of 15% was applied. No control 
premium was added. To this value additional PLN […] have been added 
which represent additional value resulting from implementation of agreements 
between LOT and LOT Catering which determined a decrease of the amount 
of the current trademark fee and of the price of lease of property in use by 
LOT Catering. Thus the value of the 100% of equity with the assumption of 
control and illiquidity of shares was established at PLN […]. 

(28)  The parties signed the agreement for the sale of shares on 3 January 2011. In 
addition, three other agreements were signed, namely an agreement on 
aviation catering services, an agreement on the lease of certain LOT property 
by LOT Catering and a new licence agreement concerning the use of the 
"LOT" trademark by LOT Catering. Hence, the assumptions concerning the 
agreements between LOT and LOT Catering used by evaluator 1 in their 
analysis were complied with. 

4.3. Sale of LOT Aircraft Maintenance Services (LOT AMS) 

(29)  LOT AMS was established in July 2010 to run LOT's technical base necessary 
for aviation repair operations. 

(30)  The sale of LOT AMS was concluded on 20 March 2012 under the same 
conditions as in the case of LOT Services and LOT Catering (see recital (20)). 

(31)  The company was sold at PLN […] which corresponds to the median of the 
evaluations prepared by evaluator 3, a large international auditing & 
consulting firm. The valuation of LOT AMS ordered by IDA (i.e. the buyer) is 
dated 9 February 2012. It uses two approaches (i) the income method and (ii) 
the stock exchange/transaction multiples method. In the income approach, the 
DCF method was used and the market value of future cash flows generated by 
LOT AMS evaluated in the range of to represent an amount of PLN 151 and 
181 million. A liquidity discount was not applied. A control premium of 27% 
was added. In the stock exchange/transaction multiples method a comparison 
with other companies active in the aviation repairs market was prepared. The 
value of LOT AMS was evaluated between PLN 148 and 184 million. Finally, 
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the company’s value was estimated to be between PLN 156 and 184 million, 
which corresponds to the medians of the values achieved in both methods.  

(32)  A private investor test by evaluator 3 was also conducted which concludes that 
no aid was granted.  

(33)  In addition to the evaluator 3 report, a valuation by evaluator 2 ordered by 
LOT, was prepared in January 2012.  The evaluator 2 concludes that the fair 
sales price should be within the range of PLN 156 and 184 million. This 
results from the application of DCF and adjusted net asset value methods. 
Under the DCF method LOT AMS value was assessed to represent the amount 
of between PLN 139 and 188 million. Under the adjusted net asset value 
method the company was valued at between PLN 228 and 245 million. A 
median of both ranges of values was used before the recommendation of a fair 
value of between PLN 156 and 184 million was made. A liquidity discount of 
15% was used. No control premium was added. 

(34)  LOT AMS was purchased by the Polish Industry Development Agency 
(hereinafter “IDA”) which is controlled by the State Treasury.  

5.  Assessment of existence of state aid  

(35)  By virtue of Article 107(1) of the TFEU, any aid granted by a Member State 
or through State resources in any form whatsoever, which distorts or threaten 
to distort competition by favouring certain undertakings or the production of 
certain goods, shall, in so far as it affects trade between the Member States, be 
incompatible with the internal market. 

(36)  The criteria laid down in Article 107(1) TFEU are cumulative. Therefore, in 
order to determine whether the notified measures constitute State aid within 
the meaning of Article 107(1) TFEU all of the following conditions must be 
fulfilled. Namely, the financial support should: 

- be granted by the State or through State resources; 
- confer an economic advantage on the recipient; 
- favour certain undertakings or the production of certain goods; 
- distort or threaten to distort competition; and 
- affect trade between Member States. 

5.1. State resources and imputability 

(37)  The above mentioned transactions consist of sales of LOT subsidiaries to the 
Polish State or fully state-controlled entities - the Ministry of Treasury in the 
case of LOT Services, Regional Economic Fund (REF) in the case of LOT 
Catering and Polish Industry Development Agency (IDA) in the case of LOT 
AMS. 

(38)  In the case of the State Treasury it is clear that the transactions involve State 
resources and are imputable to the State. As regards the two other entities - 
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REF and IDA the Commission considers that there are a number of indicators 
that point to the imputability of the investment decisions.* For both funds, the 
business activities are based on State resources provided by the Ministry of 
Treasury. As regards IDA, the Commission further notes that the members of 
management board and the board of directors of IDA are appointed by the 
Minister of Treasury. The latter, as the sole owner of IDA, exercises all voting 
right in the General Assembly, which appoints and discharges the members of 
the above statutory organs. In addition, the approval of the General Assembly, 
and hence of the Ministry of Treasury, is  required for a number of important 
activities of IDA including the granting of credits and loans of above EUR 10 
million or acquiring the shares of other companies. With regards to REF, it is 
noted that the Ministry of Treasury also is the sole owner and hence exercises 
all voting rights in the General Assembly. Therefore, important decisions 
cannot be taken without the assent of the Minister of Treasury. 

(39)  In the light of the foregoing, the Commission concludes that REF and IDA 
decisions at stake are imputable to the State as they cannot be taken without 
the State authorities being involved in some way. 

5.2. Economic advantage 

(40)  Second, the concept of State aid applies to any advantage granted directly or 
indirectly, financed out of State resources, granted by the State itself or by any 
intermediary body acting by virtue of powers conferred on it.† Therefore, in 
order to determine whether a state measure constitutes aid for the purposes of 
Article 107(1) TFEU, it is necessary to establish whether the recipient 
undertaking receives an economic advantage which it would not have obtained 
under normal conditions.‡ 

(41)  Poland claims that the sale of the subsidiaries of LOT does not involve State 
aid as the transactions at stake with a total value PLN […] (ca. EUR […]) 
were carried out on market terms and thus did not involve any advantage 
granted to LOT.  

(42)  In order to verify this claim, the Commission has analysed whether the 
involvement of the State in these transactions complied with the market 
economy investor principle (hereinafter "MEIP").  

(43)  The MEIP has been developed by the Commission in order to be able to assess 
when financial transactions and investments by a government indirectly 
constitute state aid by conferring an advantage to certain undertakings. In 
order to establish the existence of aid, the Commission compares the 
investment in question under the prevailing market conditions with the 
behaviour of private investors in similar circumstances.  

                                                           
*  Judgement of the Court of 16 May 2002, Case C-482/99 France v Commission ("Stardust 

Marine") [2002] ECR I-4397. 
†  Judgement of the Court of 16 May 2002, Case C-482/99 France v Commission ("Stardust 

Marine") [2002] ECR I-4397. 
‡  Case C-39/94, SFEI v La Poste, 1996 ECR I-3547, at para. 60. 
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5.2.1. Economic advantage involved in the sale of LOT Services 

(44)  The Commission looked into the rationale behind the increase of the capital of 
LOT Cargo by the State Treasury in October 2010, when Poland injected PLN 
202 million in the newly created company. Poland explained that the capital 
investment in LOT Cargo aimed at acquiring LOT Services and merging both 
companies. Poland submitted a private investor test of evaluator 1 of August 
2010 (on the acquisition of LOT Services by a public investor) and explained 
that the sale transaction of December 2010 by LOT complies with the 
conditions established by the test with the return on investment ratio (IRR) 
equalling ca. 10%. The submitted test confirms the probable profitability of 
the investment. 

(45)  The Commission also sought clarifications as regards the PLN 17.6 million 
difference in the valuations of shares of LOT Services of 2009 (PLN 181 
million) by evaluator 2 and of September 2010 (PLN 198.6 million) by 
evaluator 1. Poland explained that they resulted from the fact that (i) evaluator 
2 valuation occurred only two months after the setting up of the business 
activity of LOT Services (July 2009) where the organisation and strategy were 
only being discussed and (ii) evaluator 1 had at its disposal the growth 
forecasts for the company and the strategy which encompassed inter alia the 
planned expansion to Krakow airport. 

(46)  The Commission notes that the valuation reports were produced before the 
transaction took place. The Commission analysed them and concluded that the 
valuations use accepted methodologies and are based on credible assumptions. 

(47)  In particular, the Commission critically assessed the assumption contained in 
the private investor test that LOT Services' income will grow annually by 7% 
until 2015. Poland submitted that this growth rate was based on (i) the 2010 
report of the Polish Civil Aviation Agency which forecasted an average annual 
growth in airport operations at 6.18%, (ii) airport infrastructure enhancements 
prior to Euro 2012 in Poland and (iii) the fact that LOT expected 8 new 
Dreamliner planes before 2015.  

(48)  The data for 2011 show that a growth rate of 8.4% has been achieved in 
airport operations which is above the official forecast level.  

(49)  In the light of the foregoing, the Commission thinks that the 7% growth 
assumed by evaluator 1 is a realistic and rather conservative assumption. 

(50)  Based on the above, the Commission considers that the results of the present 
reports are an appropriate approximation for the market prices of LOT 
Services.  

5.2.2. Economic advantage involved in the sale of LOT Catering  

(51)  Regarding LOT Catering, the Commission looked into the PLN […] 
difference in the valuation of shares of LOT Catering by independent experts 
of November 2009 (PLN 24.6 million) by evaluator 2 and of December 2010 
(PLN […]) by evaluator 1.  
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(52)  Poland clarified that difference in the valuations resulted from the lowering of 
operational costs on the basis of a new contract between LOT and LOT 
Catering, which foresaw (i) […] as well as (ii) […] ].  

(53)  The Commission notes that the valuation reports were produced before the 
transaction took place. The Commission analysed them and concluded that the 
valuations use accepted methodologies and are based on credible assumptions. 

(54)  As regards the latter, the Commission critically assessed the assumptions 
behind the growth rates (7% p.a. for aviation sales and 17% p.a. for non-
aviation sales) foreseen by the evaluator 1 report. Poland explained that they 
are based on (i) the official passenger growth indicators which forecast an 
annual increase between 8% and 9%, (ii) the leading role of the company in 
aviation catering in Poland where no other big European competitor is present 
and (iii) the expansion of the company to the non-aviation catering sector.  

(55)  The data provided for 2011 show that 7% growth was achieved in aviation 
catering and 22% in the non-aviation sector and a record net profit on sales of 
PLN […] in 2011. This is a further indication that the assumptions were 
indeed conservative. 

(56)  Based on the above, the Commission considers that the results of the present 
reports are an appropriate approximation for the market prices of LOT 
Catering. 

5.2.3. Economic advantage involved in the sale of LOT AMS 

(57)  Regarding the sale of LOT AMS to the State-controlled IDA, Poland provided 
the independent expert valuations by evaluator 2 and evaluator 3 and a private 
investor test by evaluator 3, which confirm that the conditions of sale 
correspond to a private investor transaction. The valuation reports were again 
produced before the transaction took place.  

(58)  The Commission has verified the methodologies and the assumptions used in 
the valuations. The Commission notes the discrepancy in the application of the 
liquidity discount and the control premium in the valuations of evaluator 2 and 
evaluator 3. While, evaluator 2 applied a liquidity discount of 15% to reflect 
potential difficulties in the future sale of AMS (a company not traded on the 
stock exchange), evaluator 3 limited itself to flagging the possibility of the 
application of the discount by the parties in the negotiations. At the same time, 
while evaluator 3 applied the control premium of 27%, evaluator 2 valuation 
did not include such premium. Despite the above the Commission notes that 
evaluator 3' recommended price of PLN […] is within the range of fair sale 
price recommended by evaluator 2 (PLN 156 - 184 million).  

(59)  The Commission assessed the rationale behind IDA’s investment in LOT 
AMS. To this end Poland explained the investment by (i) […], (ii) positive 
forecasts of the growth in the aviation traffic in Poland by the Polish Civil 
Aviation Agency, (iii) financial indicators of similar companies compared to 
the value of the company’s assets and (iv) the excellent location of the 
company’s premises. 
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(60)  Based on the above, the Commission considers that the results of the present 
reports are an appropriate approximation for the market prices of LOT AMS. 

5.2.4. Other remarks concerning the transactions at stake 

(61)  The Commission notes that the sale of LOT subsidiaries is a part of the 
restructuring process of LOT. LOT strategy envisages focusing only on its 
core business activities i.e. passenger and freight transport. To this end, Poland 
claims that the restructuring does not involve State aid. However, in view of 
the fact that a public tender was not organised for the sale transactions at 
stake, the Commission also looked whether the purchase of stated-owned 
subsidiaries of LOT by state-owned entities is economically justified.  

(62)  As a general point, the Commission notes that the Polish Civil Aviation 
Authority forecasts evoked by Poland foresee a significant growth of aviation 
operations in Poland. Such growth stems inter alia from the recent aviation 
sector developments in Poland such as the significant investments in the 
aviation infrastructure (new airports/terminals e.g. Modlin Airport, 
modernisation of the existing airports resulting in their extended capacities, 
new planes to be soon received by LOT, etc.). The Polish Civil Aviation 
Authority foresees an increase of the number of passengers in the range of 8% 
to 9% in years 2011 and 2015. For all three aviation related companies this 
means growth opportunities. Therefore, the purchase of these companies by 
the State owned entities can be regarded as a genuine investment on its own 
for those entities. As mentioned above, the results achieved by LOT Services 
and LOT Catering in the post-sale period indeed confirm the rentability of 
these investments. 

(63)  Moreover, the buyers of LOT subsidiaries assumed that LOT will continue to 
purchase services from its former subsidiaries for a certain period of time. In 
this context, LOT Services – a leader in ground handling in the main hub in 
Warsaw – had a valid contract for ground handling services with LOT and 
several major airlines companies, LOT AMS was the only company assuring 
day-to-day maintenance services at the main hub in Warsaw Okęcie airport 
and LOT Catering had concluded […] a new contract with LOT […]. As 
regards the latter, the Commission also notes LOT Catering’s strong position 
in the aviation catering market resulting also from the absence of the major 
competitors in Poland such as: LSG Sky Chefs, Gate Gourment, Servair or 
Airest. Finally, direct access to the Warsaw’s airport ramp and assets 
possessed in the airport area give these companies also an additional 
competitive advantage. 

(64)  The Commission takes into account also the fact that the valuations of the 
LOT subsidiaries, do not consider the subsidiaries to be in an organic 
relationship with the mother company. The cost and revenues are modelled on 
a stand-alone basis. However, they are built on the assumption that LOT will 
continue to purchase services from the subsidiaries for a certain period of 
time. This is rational given that it will not be possible for LOT to purchase 
ground handling, catering or maintenance services at the current scale from 
other providers in the Polish market.  
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(65)  Moreover, the Commission does not consider that the value of the subsidiaries 
is influenced by the recorded losses of LOT at the time of the transaction. 
Indeed, those losses are not generated by the businesses of those subsidiaries.  

5.2.5. Conclusion of the assessment of economic advantage involved in the sales 
of LOT Services, LOT Catering and LOT AMS 

(66)  For each transition (sale of LOT Services, LOT Catering and LOT AMS) 
Poland provided a valuation of an independent expert and a private investor 
tests which confirmed that no State aid was involved. The Commission 
analysed these valuations and did not find any errors. The valuations use 
accepted methodologies and are based on credible assumptions. Therefore, the 
Commission considers that the results of the present reports are an appropriate 
approximation for the market prices of the companies sold. The Commission 
also notes that the valuation reports were produced before the respective 
transactions took place.  

(67)  On the basis of the information provided, it appears that the above mentioned 
transactions were carried out on market terms and thus did not involve any 
economic advantage to LOT. 

(68)  As stated above in recital (36), the criteria for determining state aid are 
cumulative. Since the second criterion is not fulfilled, i.e. the transactions at 
hand do not constitute an economic advantage to LOT, it is thus not necessary 
to examine whether the remaining criteria are fulfilled 

(69)  In view of the above, the Commission concluded that the sales of LOT 
Services, LOT Catering and LOT AMS did not involve state aid. 

6.  Conclusion 

The Commission has accordingly decided that the measure does not constitute aid 
within the meaning of Article 107(1) of the TFEU. 

 
If this letter contains confidential information which should not be disclosed to third 
parties, please inform the Commission within fifteen working days of the date of 
receipt. If the Commission does not receive a reasoned request by that deadline, you 
will be deemed to agree to the disclosure to third parties and to the publication of the 
full text of the letter in the authentic language on the Internet site:  
http://ec.europa.eu/competition/elojade/isef/index.cfm.  
 
Your request should be sent by registered letter or fax to: 
 

European Commission 

Directorate-General for Competition 

State Aid Greffe 

B-1049 Brussels 

Fax No: +32-2-296.12.42  
 

12 
 

http://ec.europa.eu/competition/elojade/isef/index.cfm


13 
 

Yours faithfully, 

For the Commission 
 

Joaquín Almunia 
Vice-President of the Commission 

 


