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Subject: State aid SA.34982 - 2013/N – Poland 

Individual aid to GAZ-SYSTEM S.A. for gas transmission networks in 

Poland 

 

 

Excellency, 

 

 

 

The Commission wishes to inform Poland that, having examined the information supplied by 

your authorities on the matter mentioned above, it has decided to raise no objections to the 

notified aid measure. 

 

 

1. Procedure 

 

(1) Following pre-notification contacts, on 29 March 2013, Poland notified the Commission 

of the abovementioned measure, pursuant to Article 108(3) of the Treaty of the 

European Union (TFEU).  

 

(2) On 30 May 2013, the Commission asked additional questions, to which Poland replied 

on 27 June 2013. On 28 August 2013, the Commission requested a deadline extension, 

which Poland accepted on 29 August 2013.
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2. Description 

2.1 Background and overall objective 

(3) The notified aid measure supports the overall objective of the construction of a “North-

South corridor” of gas supply in Poland, i.e. a countrywide network of modern 

infrastructure intended to facilitate gas transmission between Poland, the Czech 

Republic, Slovakia and Hungary and to allow easier access for Central and Eastern 

Europe to gas from Norway and to LNG terminals on the Baltic and the Adriatic Seas, 

as well as to traditional sources of gas supply in Russia, Ukraine and Germany. 

(4) As existing pipelines do not meet the technical standards and the transmission capacity 

which is required for the implementation of the North-South corridor, there could be 

breakdowns in gas supply if new investments are not undertaken. The construction of 

new gas pipelines shall prevent such breakdowns as well as gas transmission losses, and 

it is expected to cut emissions by 70% as compared to existing pipelines. New pipeline 

infrastructure should also allow for greater integration of the national gas markets and 

for easier access of new entrants, which is now often limited by insufficient 

transmission capacity. 

(5) The North-South corridor is intended to support the construction of and to connect to an 

LNG terminal in Świnoujście on the Baltic Sea1 and, possibly, of an interconnector 

between Poland and Slovakia, as well as an expansion of transmission capacity between 

Poland and the Czech Republic. These projects and related possible public financial 

support are taken into account in the context of, but are not the object of the present 

notification. 

2.2 Beneficiary 

(6) The aid is planned to be granted to Operator Gazociągów Przesyłowych GAZ-System 

S.A. (hereinafter GAZ-SYSTEM), the sole gas transmission system operator (TSO) in 

Poland owned by the Polish State. As such, GAZ-SYSTEM is subject to the control of 

the President of the Energy Regulatory Office (ERO), the Polish energy regulator.  

(7) Over 99.5% of GAZ-SYSTEM’s revenue stems from revenue relating to gas 

transmission via high-pressure pipelines. The remaining 0.5% is represented by revenue 

from other services provided within the non-licensed activities (sale of redundant goods 

and materials, premises rental services, etc.). Furthermore, GAZ-SYSTEM also owns 

the company Polskie LNG S.A., set up to build and operate the LNG terminal at 

Świnoujście.  

(8) GAZ-SYSTEM is the owner of all gas transmission infrastructure in Poland.  It has a 

general mandate to maintain and extend the gas transmission network and is obliged to 

grant third party access to the system, which means that equal access to the transmission 

network needs to be provided to all entities requesting the provision of transmission 

services. GAZ-SYSTEM will be the owner of the infrastructure elements described in 

the investment tasks below.  

                                                           
1
  SA.31953 (2011/N), Poland – Construction of a LNG Terminal in Świnoujście. 
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2.3 Investment tasks 

(9) The notification comprises six investment tasks that are expected to be carried out 

between 2013 and 2020. While they are as such not functionally and technically 

interdependent, they all contribute to the overall objective of putting the North-South 

corridor in place.  

(10) The first two investment tasks include the construction of gas pipelines in South-East 

Poland, one between Hermanowice on the Ukrainian border and Strachocina (Task 1), 

the second one from Strachocina to Pogórska Wola (Task 2). The purpose of these two 

tasks is to increase security of supply in South-East Poland and to improve gas 

transmission between Poland and Slovakia. The two pipelines will extend the North-

South corridor to the east, thereby enabling gas supply from the North in case supply 

from Ukraine is disrupted. They will also allow to make full use of an Underground Gas 

Storage Facility in Strachocina2. 

(11) Task 3 consists in the construction of a gas pipeline with increased transmission 

capacity between Zdzieszowice and Wrocław in South-West Poland, which is a key 

component of the North-South corridor. It shall facilitate gas transmission from sources 

on the Baltic Sea and in the Czech Republic. 

(12) A further gas pipeline shall be built between Skoczów, Komorowice and Oświęcim 

(Task 4) to improve gas supply from the Czech Republic. 

(13) Poland also intends to modernise the transmission system in Lower Silesia in order to 

improve its functionality and optimise the use of the Poland-Germany interconnection, 

thus allowing for increased gas flows between Germany and Poland (Task 5).  

(14) Finally, Lwówek and Odolanów in Western Poland will be connected by a new gas 

pipeline (Task 6). This constitutes the main line of the North-South corridor, which will 

allow access to gas supply from LNG terminal in Świnoujście and from Norway and 

facilitate access to the gas network in the Czech Republic. 

2.4 Budget, investment costs and aid intensity 

(15) To finance these investments tasks, GAZ-SYSTEM will use own financial resources 

and receive aid from EU Structural Funds. The total investment costs are estimated at 

4,268.92 million PLN, and the aid will amount to 1,949.57 million PLN (aid intensity: 

45.67%). 

(16) The financial analyses of the notified project supplied by Poland show that the financial 

net present value of capital (FNPV/K) without the aid is negative (PLN -2.37 million), 

while the financial internal rate of return of capital (FRR/K) is also negative. With the 

planned aid, the rate of return of capital is 3.6%, which is lower than the discount rate of 

8% nominal applied by Poland while the net present value remains negative. The figures 

are provisional, given that financial analyses on some of the tasks have not yet been 

finalised. 

                                                           
2
  SA.29870 (N 660/2009), Poland – Aid to PGNiG for underground gas storage. 
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(17) The Polish authorities point out that, as all infrastructure investments have to be 

financed through revenues from transmission fees, pursuant to applicable rules, GAZ-

SYSTEM has to determine which investments are given priority. An increase of 

transmission fees in order to finance the investments is unlikely to be approved by the 

Polish regulator. On that basis, in view of its priority setting, GAZ-SYSTEM has two 

options: either to postpone the investment tasks beyond the time frame indicated in 

recital (9) if no aid is granted to the project, or to receive aid in order to carry them out 

now.  

3. Assessment 

3.1 Presence of State aid 

(18) The Commission has assessed if the measure is caught by the prohibition of Article 

107(1) TFEU, which provides that “any aid granted by a Member State or through State 

resources in any form whatsoever which distorts or threatens to distort competition by 

favouring certain undertakings or the production of certain goods, shall, in so far as it 

affects trade between Member States, be incompatible with the common market”. 

(19) One single undertaking, GAZ-SYSTEM, will receive financial support from EU 

Structural Funds disbursed by the Polish State. Before being granted to the beneficiary, 

financial resources from the EU Structural Funds are first disbursed to the Member 

State in question and thus, are under the control of the Member State’s authorities at the 

moment of the final payment to the beneficiary. In the case at hand, since the choice of 

the project and the final transfer of the funds depend on the discretion of the Polish 

authorities, this constitutes a selective economic advantage financed by State resources.  

(20) In addition to its activity as sole TSO in Poland, GAZ-SYSTEM is expected to operate, 

through its subsidiary Polskie LNG S.A., the LNG terminal at Świnoujście, within the 

time-frame of the notified current project. The LNG terminal at Świnoujście shall 

provide regasification services to gas suppliers operating in Poland. The LNG Terminal 

is also expected to provide a new entry point to the Polish gas transmission network, in 

addition to existing and planned interconnectors through which gas suppliers may 

import natural gas in Poland and which interconnect the Polish transmission network 

with other Member States, such as Germany or the Czech Republic.  Moreover, GAZ-

SYSTEM also provides services such as sale of redundant goods and materials and 

premises rental services which are not the object of licences and which are open to 

competition. 

(21) The public support provided for the purpose of the notified project is capable of having 

the effect of improving GAZ-SYSTEM’s ability to compete on the LNG operation 

market, where other undertakings could be present in the future. Moreover, the aid, by 

strengthening the position of GAZ-SYSTEM and favouring the development of the gas 

infrastructure at hand, has the potential of influencing the patterns of competition 

between energy sources which are partly substitutable with gas, such as coal or lignite, 

for instance, as concerns electricity generation in Poland. It is therefore likely, first, that, 

since gas and other energy products are traded across Member States, through the 

implementation of the notified project with the public co-financing, the trading 

conditions are affected across the EU. Secondly, since the public support thus has at 

least the potential to distort competition on markets open to competition, it is not 
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necessary to establish that the planned aid actually restricts competition on the possible 

markets affected3. 

(22) The public financial support to the project is therefore providing a selective economic 

advantage to GAZ-SYSTEM, which is liable to affect trade between EU Member States 

and to distort competition on markets where GAZ-SYSTEM is active, thereby 

constituting State aid within the meaning of Article 107(1) TFEU. 

3.2 Lawfulness of the aid 

(23) By notifying the aid measure, Poland has complied with Article 108(3) TFEU. 

 

3.3 Compatibility with the internal market 

(24) As the measure’s main objective is the development of the gas network, an objective 

which is not covered by any State aid guidelines, the Commission has assessed if the aid 

can be found compatible with the internal market pursuant to Article 107(3)(c) TFEU. 

(25) Compatibility on the basis of Article 107(3)(c) TFEU is dependent on the following 

conditions: The aid must pursue an objective of common interest. It must be an 

appropriate instrument to realise this objective, and it must have an incentive effect. It 

must also be proportionate. Any distortions of competition and effects on trade resulting 

from the aid should be limited, and the overall balance should be positive. 

3.3.1 Objective of common interest 

(26) The aid measure needs to have a well-defined objective of common interest. Such a 

public policy objective may be found, inter alia but not exclusively, in the Treaties. In 

that respect, Article 194(1) TFEU lists the objectives of EU policy in the field of 

energy, namely to ensure the functioning of the energy market, to ensure security of 

energy supply in the Union, and to promote the interconnection of energy networks. 

These objectives can be regarded as objectives of common interest. 

(27) The overall objective of the notified project is to enhance Poland’s and Central and 

Eastern Europe’s energy security by creating a North-South corridor which shall secure 

access to new supply sources (Norway and an LNG terminal on the Baltic Sea) and 

facilitate gas transmission between Poland, the Czech Republic, Slovakia and Hungary. 

The new infrastructure will replace old pipelines and therefore also allow for greater 

efficiency. Implementing the North-South corridor can therefore serve the Treaty 

objectives of ensuring security of supply in the Union and promoting interconnection of 

gas networks. 

(28) This is also true for the more specific objectives of the six investment tasks of which the 

project consists: as set about above in recitals (9) et seq., these tasks enhance security of 

supply in South-East Poland and reduce dependence on Ukraine by facilitating supply 

from Slovakia (tasks 1 and 2), set up a gas transmission route from the Baltic Sea to the 

Czech Republic (tasks 3 and 6) and increase transmission capacities to allow for better 

interconnection with Germany and the Czech Republic (tasks 4 and 5). This will not 

only improve energy security in Poland, but also give its neighbouring Member States 

                                                           
3
  Cf. Case T-303/05, AceaElectrabel v Commission, ECR 2009, p. II-137, paragraph 48 et seq. 
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better access to LNG and Norwegian gas and promote integration of national energy 

markets in Central and Eastern Europe with the broader EU internal gas market.  

3.3.2 Appropriate instrument 

(29) Aid constitutes an appropriate instrument to attain the objective of common interest if 

there are no less distortive instruments to achieve the same result. 

(30) Even though in its capacity of sole licensed transmission system operator, GAZ-

SYSTEM has a mandate to extend the network, all investments in gas infrastructure can 

only be financed by revenues from transmission fees. GAZ-SYSTEM is therefore 

limited in its investment decisions by the available capital, and has to set its investment 

priorities accordingly. 

(31) In the absence of public financing, the project would have to be financed by way of 

increase of regulated transmission fees, which is not certain to be granted. However, this 

might result in an abandonment or significant postponement of the execution of the 

notified project, which would undermine the objective of common interest in the form 

of security of supply. There are therefore no less distortive instruments to achieve the 

objective of common interest than the planned aid if the investment tasks are to be 

carried out in the proposed time frame. 

3.3.3 Incentive effect 

(32) State aid has an incentive effect if it changes the beneficiary’s behaviour towards 

reaching the objective of common interest. In the present case, as portrayed in recital 

(16), the net present value of capital is negative and the financial internal rate of return 

of capital is below the discount rate, meaning that a rational investor acting in lieu of 

GAZ-SYSTEM would not carry out the project. The aid therefore has therefore an 

incentive effect in that it makes the project being carried out. 

3.3.4 Proportionality 

(33) A State aid measure is proportionate if aid to the beneficiary is kept to the minimum 

necessary to achieve the objective of common interest. 

(34) As mentioned above in recital (15), the aid will not exceed 50% of the total investment 

costs, which means that the investments will need to be partially financed with the 

beneficiary’s own resources. Moreover, GAZ-SYSTEM’s rate of return on the project is 

low (3.6%) and will not exceed 8% nominal, which is in line with investments of the 

kind at hand. The aid does not therefore provide excessive returns to the beneficiary and 

is thus deemed to be proportionate. 

3.3.5 Distortion of competition and balancing test 

(35) In order to be compatible with the internal market, the distortion of competition and 

trade resulting from the State aid should be limited, so that the overall balance with 

regard to the objective of common interest is positive.  

(36) Given that GAZ-SYSTEM, the current TSO, will own the infrastructure built under the 

six investment tasks, the aid is likely to reinforce the monopoly enjoyed by GAZ-

SYSTEM on the Polish gas transmission market, by making it even more unlikely that a 

hypothetical competitor develops pipeline infrastructure in the areas where GAZ-

SYSTEM’s network is planned to be reinforced. However, in view of the 
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unattractiveness of the investments, new entry by hypothetical competitors appears 

unrealistic anyway. 

(37) Moreover, the existence of a single national TSO is widespread in the EU. Likewise, the 

potential negative effects on competition identified in recitals (20) and (21) above on 

markets adjacent to gas transmission are limited and, as concerns the LNG Terminal 

planned to be operated by GAZ-SYSTEM’s subsidiary Polskie LNG S.A., also concur 

to diversifying sources of gas supply in Poland and in the EU4.  

(38) Moreover, the GAZ-SYSTEM’s activity is regulated by the President of the ERO. One 

of the TSO’s obligations is to ensure third party access to its transmission network, 

which means that it has to give equal access to all entities interested in transmission 

services. Possible negative effects on competition on the transmission or adjacent 

markets identified are therefore outweighed by positive effects on the downstream 

market of wholesale gas supply. Indeed, the aid will permit the construction of new gas 

infrastructure which would otherwise have been postponed, thereby improving 

interconnection with other Member States and, more importantly, increasing 

transmission capacity. This should allow for better third party access, as providers on 

the downstream markets have so far been physically limited by the lack of sufficient 

transmission capacity. 

(39) Therefore, it can be concluded that the possible distortions of competition and trade 

resulting from the State aid are limited and that the overall balance with regard to the 

objective of common interest is positive. 

3.3.6 Conclusion on compatibility 

(40) In light of the above, the Commission considers that the notified aid measure is 

compatible with the internal market on the basis of Article 107(3)(c) TFEU. 

 

4. Conclusion 

The Commission has accordingly decided to declare the aid to be compatible with the Treaty 

on the Functioning of the European Union. 

                                                           
4
  Commission Decision of 5.10.2011 in case SA.31953 (2011/N), Poland – Construction of a LNG 

Terminal in Świnoujście, recitals 50 to 56. 
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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 

Belgium 

 

Fax No: +32 2 29 61242 

 

 

 

Yours faithfully, 

For the Commission 

 

 

 

 

Joaquín ALMUNIA 

Vice-president 

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

