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Subject:  State aid SA.39570 (2014/N) – Czech Republic  

Aid to OKD, a. s. for the closure of the Paskov mine 

 

Sir,  

1. PROCEDURE 

1. By electronic notification of 30 September 2014, registered by the Commission on the 
same day (SANI 10311), the Czech authorities, in accordance with Article 108(3) of the 
Treaty on the Functioning of the European Union ("TFEU"), notified individual aid to 
cover exceptional costs for the closure of the mine of Paskov. 

2. The Commission requested further information on 17 November 2014. The Czech 
authorities provided further information on 15 December 2014. 

2. DESCRIPTION 

2.1. Objective and beneficiary of the aid 

3. The main objective of the notified measure is to grant aid to the mining company 
OKD, a. s. (OKD) in order to cover extraordinary expenses linked to specific workers 
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who will lose their jobs resulting from the closure of the beneficiary's mining unit 
Paskov.  

4. OKD is private company owned by New World Resources N.V. headquartered in 
London and an indirect subsidiary of New World Resources Plc. OKD produces coking 
and thermal coal that is mined in its four deep mines located in the Czech Republic, the 
Moravian-Silesian Region (Karviná, Darkov, ČSM and Paskov mines). Approximately 
89% of all coal produced at Paskov is classified as coking coal, however, during 
processing a secondary, higher ash thermal coal product is also recovered and accounts 
for 11% of the total product tonnage. 

2.2. Background and context 

5. The Czech Republic explains that coking coal grades are used primarily for the 
production of coke, but can also, albeit to a lesser extent, be used to produce electricity 
and heat. As a key raw material in the production of steel, the coking coal market will be 
influenced primarily by the health of the steel industry, which in turn relies on demand 
from manufacturing and construction. The two main suppliers of coking coal in Central 
Europe come from Poland and the Czech Republic with an aggregate production 
quantity of 16.7 million tonnes in 2013, out of which OKD itself mined 4.6 million 
tonnes in the Czech Republic. 

6. The Czech authorities explain that coking coal prices in Europe are influenced more 
than for thermal coal by the prices that are set in the international market. Coking coal 
contracting has traditionally revolved around the yearly price settlement between major 
international miners and Japanese steel producers. However, in 2010 there was a move 
away from this system of contracting towards a quarterly benchmark as the slowdown of 
major industrial economies reduced the demand of the steel industry for coking coal. 
This move has left coking coal prices much more volatile and dependent on prevailing 
market conditions. The Czech Republic explains that this volatile nature of the 
international benchmark system of pricing has a direct impact on the coking coal price 
achievable in Central Europe with such volatility expected to continue into the future. 

7. According to the notification the average international benchmark price for the first six 
months of 2014 was USD 132 per tonne, whereas OKD’s average agreed price for 
coking coal deliveries in the third quarter of 2014 was EUR 85 per tonne (approximately 
USD 100). 

8. The Czech Republic puts forward that OKD is particularly vulnerable in a low price 
coal market due to higher than average mining costs that result from the increasingly 
challenging geological conditions in Moravia-Silesia as well as the difficult economic 
conditions in Europe. Given the prevailing international price for coal, OKD is currently 
making a loss on every tonne of coal it brings to the surface. In addition, the amount of 
extractable coal in Paskov is in a decreasing curve. The Czech Republic explains that 
the long-term coal price perspective and long-term coal production costs indicate that 
the Paskov mining operation is and will in the long-term remain uncompetitive. 

9. The Czech Republic explains that, following several unsuccessful internal restructuring 
measures taken by OKD to get the Paskov mining unit back to break-even, the Ministry 
of Industry and Trade of the Czech Republic, OKD and the owners of OKD (New 
World Resources N.V. and New World Resources Plc) concluded an agreement in 
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which the Czech State would grant aid to the Paskov mining unit on the condition of a 
permanent closure of the mine by 31 December 2017 (hereinafter “the Agreement”). 
The Agreement was approved by the Government of the Czech Republic by its 
Resolution No. 309 dated 28 April 20141.The Agreement sets forth that it shall not enter 
into force without the Commission's approval. 

2.3. Scope of the notification and budget 

10. The notification concerns aid to cover exceptional costs arising from the process of 
closing the uncompetitive Paskov mining unit and that are not related to coal 
production. In particular, the aid is intended to cover the expenditure on workers who 
have lost or who will lose their jobs at the coal production unit and to workers entitled 
to such payments before, but in relation to the closure.  

11. The Czech Republic explains that currently the total headcount of employees amounts to 
[…] 2*, whereas it is estimated that as of 30 September 2016 there will be […] 
employees […] working at Paskov mining unit's different operations. It is confirmed 
that OKD is not planning to transfer any employees from its other mining units to the 
Paskov mine, except for situations where the particular expertise of such workers is 
needed to ensure the mine’s safe operations. Any such transfer would be exceptional 
and would only concern a very limited number of employees being transferred to the 
Karviná mining site. 

12. According to the Agreement, OKD shall continue its operations at the Paskov mine at 
its own expenses until 31 December 2017 and the government shall provide the notified 
State aid in the amount of CZK 0.6 billion in order to cover in particular the following 
social costs arising from the closure of the Paskov mining unit: 

a) One-off severance defined by the Labour Code and/or Sector Collective Bargaining 
Agreement, or Collective Bargaining Agreement of OKD: Employees which cannot 
be offered further employment within OKD will be offered termination of 
employment by consent due to redundancy with a one-off severance according to 
the number of years worked for the company. 

b) Loyalty bonus for miners under Act No. 62/1983 Coll.: Miners dismissed due to the 
closure will be entitled to obtain a loyalty bonus which they would normally 
receive when terminating their employment according to the time worked during a 
mining year. 

c) Terminating employment by consent or by notice due to health disability to 
perform the current job: Once the mine closes a one-off severance claim shall be 
paid to 84 miners having an occupational disease or injury to be laid off because 
their reallocation to a job less exposed to health risk would be impossible due to the 
closure. 

                                                           
1  Usnesení Vlády České Republiky ze dne 28. dubna 2014 č. 309 - https://apps.odok.cz/djv-

agenda?date=2014-04-28 
2  This headcount includes all employees working at the Paskov mine operation, its coal preparation plant and 

Paskov’s Quality Control department respectively 

* Business secret 
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d) Special bonus for miners under Act No.98/1987 Coll., as amended: This bonus is to 
be paid to workers who have been exposed to the maximum occupational health 
risk in mines (such as Paskov) in case they are a) transferred to another mining unit 
or b) laid off. Since the mining unit closes they must be laid off, consequently the 
mine has to pay this bonus to them. 

e) Other employment claims based on liabilities assumed under the valid Collective 
Bargaining Agreement: Once the mining unit is closed and the abovementioned 
loyalty bonus for miners cannot be claimed, miners could also be entitled to 
vouchers to purchase sports, medical, recreational and cultural activities upon job 
termination. According to the Czech Republic such benefits are paid upon 
termination, similarly to the loyalty bonus. In the absence of closure, there would 
be no termination and no entitlement to such benefit.  

The cost categories, their amounts and years of incurrence are summarised in the 
following table which also sets out the ratios to be covered by the notified measure (aid 
amount) as well the amounts to be paid by the beneficiary: 

 By year in CZK  Costs covered by 

Item 2017 2018 2019 Total in CZK State in CZK OKD in CZK 

One-off severance 
defined by the Labour 
Code and/or Sector 
Collective Bargaining 
Agreement, or 
Collective Bargaining 
Agreement of OKD 

[…]  […] […] […] […] […] 

Loyalty bonus for 
miners under Act No. 
62/1983 Coll. 

[…] […] […] […] […] […] 

Terminating 
employment by consent 
or by notice due to 
health disability to 
perform the current job 

[…] […] […] […] […] […] 

Special bonus for 
miners under Act 
No.98/1987 Coll., as 
amended 

[…] […] […] […] […] […] 

Other employment 
claims under the 
liabilities given by the 
valid CBA 

[…] […] […] […] […] […] 

TOTAL 
154 230 

000,00 
463 750 000,00 30 730 000,00 648 710 000,00 600 000 000,00 48 710 000,00 

Table 1: Costs of paying social welfare benefits divided into particular years (Source: the Czech authorities) 

13. The Czech authorities emphasise that the aid amount will only be disbursed once the 
mining unit has shut down its operation on 31 December 2017 and in a single tranche of 
CZK 0.6 billion on 10 January 2018. However, the aid can, as well, be disbursed sooner 
should OKD irrevocably close the operations at the Paskov mine before 31 December 
2017.  
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14. Should exceptional costs arise after the end of 2019, the Czech Republic confirms that 
no further aid will be granted or paid out to OKD.  

15. Furthermore, the Agreement sets forth a number of conditions subject to which the aid 
may be disbursed: 

i. The aid will not be disbursed if the Paskov mining unit generates profit in a total of 
four consecutive quarters within the 2014 – 2017 accounting period. For the 
purposes of profit/loss calculation, no expenses spent centrally for the entire OKD 
group, nor their aliquot part (and, in particular, the so-called holding fees) should 
be included in the cost calculation. 

ii. The Agreement ceases to exist and no State aid will be granted thereunder if the 
International Hard Coking Coal Benchmark drops below USD 110 in three 
consecutive quarters over the period starting 1 July 2014 and ending 31 December 
2017. In such a case, the parties shall open negotiations in good faith to conclude a 
new agreement in order to minimize the negative impact of the closure on the 
Moravian-Silesian Region. If no new agreement is reached, OKD would close the 
Paskov mining unit at its own expenses without any aid from the Czech state. 

iii. If OKD or one of its parent companies becomes bankrupt or insolvent prior to 31 
December 2017, the State has the right to withdraw from the Agreement if a new 
OKD shareholder does accede to the Agreement following the liquidation order. 

2.4. Legal basis and granting authority 

16. The legal bases are: 

•  Agreement between the Czech Republic – The Ministry of Industry and Trade of 
the Czech Republic, OKD, a s., New World Resources Plc and New World 
Resources N.V. about the provision of State aid for the closure of the Paskov mine; 

•  Resolution no. 309 of the Government of the Czech Republic dated 28 April 2014. 

17. The Ministry of Industry and Trade of the Czech Republic is the granting authority for 
the notified measure. 

2.5. Cumulation and other commitments of the Czech Republic 

18. The Czech authorities put forward that the aid to be granted under the notified measure 
cannot be cumulated with other operating aid for the same eligible costs. 

19. The Czech Republic confirms that since the Czech Republic’s accession to the European 
Union, the Paskov mining unit has not received any State aid which could have fallen 
within the scope of Council Regulation 1407/2002/EC of 23 July 2002 on State aid to 
the coal industry3. 

20. The Czech Republic confirms that any transfer of employees referred to in recital 11 
above shall not allow OKD to deviate from the notified amount of State aid. In the 

                                                           
3  OJ L 205, 2 August 2002, p. 1. 
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unlikely event that the actual amount of benefits paid to employees is lower than the aid 
provided to OKD, the difference will be recovered in accordance with State aid rules to 
avoid overcompensation. 

21. The Czech authorities confirmed that, except for the expenditure necessary to ensure the 
mine’s regular and safe operations until 31 December 2017, OKD will not carry out any 
further investments in new or enhanced production nor will the company expand the 
current extraction capacities in the Paskov mining unit. In addition, with respect to the 
financing of the Paskov mine’s operations, it is also confirmed that OKD is currently not 
planning to request any further bank loans for investment or any other purposes. 

22. The Czech authorities confirm that if any of the conditions of the Agreement mentioned 
in recitals 13 and 14 above were fulfilled, the Commission's current decision would be 
considered null and void and any possible new measure would be notified to the 
Commission. 

3. ASSESSMENT 

3.1. State aid in the sense of Article 107(1) TFEU 

23. State aid is defined in Article 107(1) TFEU as 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 in so 
far as it affects trade between Member States. 

24. The notified aid measure favours a specific economic undertaking, OKD, a. s. and 
allows this specific beneficiary to be relieved, by means of State resources transferred 
directly from the State budget, of a part of the social costs which it would normally have 
to bear itself. Consequently, the financial aid from the State may strengthen the position 
of the beneficiary in relation to its competitors in the EU and therefore has potentially 
distorting effects on competition. Coal is widely traded between Member States and the 
guaranteed support to OKD may therefore affect trade between Member States insofar 
as it relieves the beneficiary, which also operates other mining units in Europe, from the 
need to make provisions for the social cost of closure.  

25. Accordingly, the Commission concludes that the notified measure in favour of 
OKD, a. s. constitutes State aid within the meaning of Article 107(1) TFEU. 

3.2. Lawfulness of the aid  

26. By notifying the aid measure before its implementation, the Czech authorities fulfilled 
their obligation according to Article 108(3) of the TFEU.  

3.3. Compatibility of the aid 

27. The Commission has assessed the compatibility of the notified aid measure on the basis 
of Council Decision 2010/787/EU of 10 December 2010 on State aid to facilitate the 
closure of uncompetitive coal mines4 ("the Council Decision"). 

                                                           
4 OJ L 336, 21.12.2010, p. 24. 
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28. The Commission considers that the notified aid falls within the scope of the Council 
Decision, as OKD, a. s. carries out an activity in connection with coal production and 
the planned aid covers in line with Article 2 (2) of the Council Decision only costs in 
connection with coal for the production of electricity, the combined production of heat 
and electricity, the production of coke and the fuelling of blast furnaces in the steel 
industry, where such use takes place in the Union. Furthermore, the coal mined in the 
Paskov mining unit falls under the definition of Article 1(a) of the Council Decision. 
Based on the information provided about the economic situation of the beneficiary, in 
particular the declining amount and low international market price of extractable coal in 
addition to the losses and debts accumulated since 2009 as well as the negative 
prospects for the future, the Commission considers that the Paskov mining unit meets 
the standard of being an uncompetitive mining unit. 

29. As shown in recital (12) above, the amount of aid shall not exceed the exceptional costs 
that will arise from the closure of OKD’s Paskov mine and are not related to current 
production.  

30. The aid is not combined with other State aid within the meaning of Article 107(1) TFEU 
or with other forms of European Union financing for the same eligible costs (Article 5). 
Moreover, the Czech Republic demonstrated that the Paskov mine has its own 
accounting status with a separate profit-loss account and confirmed that the aid shall not 
be used for any other coal production units5, thereby respecting the rules on the 
separation of accounts as set out in Article 6. It follows that the notified aid meets the 
conditions laid down in the Council Decision as to cumulation and separation of 
accounts of the beneficiary. 

31. As regards the nature of the costs to be covered, the State aid is exclusively meant to 
enable OKD, a. s. to cover the costs arising from the closure of the coal production unit 
Paskov between 2017 and 2019 in accordance with Article 4 of the Council Decision 
and which are not related to current production. In particular, no aid to cover losses of 
current production as defined in Article 3 of the Council Decision is granted for the 
closure of the mine.  

32. As required by Article 4(2), the costs covered by the aid do not result from non-
compliance with environmental legislation, such as: 

-  Directive 2006/21/EC on Mining Waste Directive, 

-  Directive 2004/35/EC on damage to land or water caused by mining waste activity 
(Environmental Liability Directive - ELD); 

-  The Framework Directive 2000/60/EC establishing a framework for Community 
action in the field of water policy; 

-  The Council Directive 92/43/EEC of 21 May 1992 on the conservation of natural 
habitats and of wild fauna and flora 

-  The Directive 85/337/EEC - amended with Directive 97/11/EC, Directive 
2003/35/EC and Directive 2009/31/EC on the environmental impact assessment: 
http://ec.europa.eu/environment/eia/eia-legalcontext.htm. 

                                                           
5  The aid is linked to specific workers employed in the mining unit Paskov. 
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Consequently, measures undertaken in order to comply with mandatory requirements 
with relevant environmental legislation will not be included in the eligible costs. 

33. The categories of costs to be covered (see recital 12 above) correspond to the eligible 
categories laid down in the Annex to the Council Decision, to which Article 4 refers, 
namely: 

-  Other exceptional expenditure on workers who have lost or who lose their jobs 
(point 1b of the Annex to the Council Decision); 

• Loyalty bonus for miners under Act No. 62/1983 Coll; 

• Special bonus for miners under Act No.98/1987 Coll., as amended; 

• Other employment claims under the liabilities assumed under the valid 
Collective Bargaining Agreement. 

-  The payment of pensions and allowances outside the statutory system to workers 
who have lost or who lose their jobs and to workers entitled to such payments 
before the closure (point 1c of the Annex to the Council Decision). 

• One-off severance defined by the Labour Code and/or Sector Collective 
Bargaining Agreement, or Collective Bargaining Agreement of OKD; 

• Terminating employment by consent or by notice due to health disability to 
perform the current job. 

34. It follows that the notified aid complies with the relevant conditions laid down in the 
Council Decision. 

4. CONCLUSION 

35. The Commission has accordingly decided to consider the aid to be compatible with the 
internal market pursuant to Council Decision 2010/787/EU of 10 December 2010 on 
State aid to facilitate the closure of uncompetitive coal mines and has therefore decided 
not to raise objections to the notified measure. 

36. The Commission reminds the Czech authorities that, in accordance with the Council 
Decision, they shall notify to the Commission: 

-  any amendments related to the final closure, and 

-  all the aid which they intend to grant to the coal industry under the Council 
Decision during a coal year.  

37. The Commission also reminds the Czech authorities that, in accordance with 
Article 7 (5) of the Council Decision, they shall inform the Commission of the amount 
and of the calculation of the aid actually paid during a coal year no later than six months 
after the end of that year. Where any corrections are made to the amounts originally paid 
during a given coal year, the Czech authorities shall inform the Commission before the 
end of the following coal year. 
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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 
Fax No: 32 2 296 12 42 
 

 
 

Yours faithfully, 
For the Commission 

 
 
 
 
 

Margrethe Vestager 
Member of the Commission 


