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Sir, 

1. PROCEDURE 

(1) By electronic notification of 7 November 2014, the authorities of the United 

Kingdom notified to the Commission, in accordance with Article 108 (3) of 

Treaty on the Functioning of the European Union (hereinafter “the Treaty”), the 

prolongation by an additional five years of the existing State aid scheme approved 

by Commission decision of 20 April 2004 in State aid case N206/2003 and 

prolonged by decision of 3 July 2009 – “Waterborne  Freight Grant Scheme”
1
 – 

and a new budget for the extended duration. 

2. DESCRIPTION OF THE EXISTING SCHEME 

2.1. Objective  

(2) The objective of the initial scheme, which is in force until 31 March 2015, is to 

encourage a modal shift of freight from road to coastal and short sea shipping 

                                                 

1
  OJ C 240 of 30.09.2005,p.20 and decision of 3.7.2009 in State aid case N 246/2009, OJ C 209 of 

4.9.2009, p.4. 
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transport and thus to generate environmental and wider social benefits from 

reduced lorry journeys on the road. To that end, the scheme provides grants 

towards operating costs for new coastal and short sea shipping services, with the 

intention to offset some of the additional costs of switching to a more 

environmentally friendly mode of transport. In exceptional circumstances, the 

scheme can be used to support existing services.  

2.2. Evaluation of the existing scheme 

(3) The authorities of the United Kingdom have evaluated the operation of the 

existing scheme and transmitted the evaluation report, in compliance with their 

commitment noted in recital (28) of the decision approving the exiting scheme. 

(4) The main conclusions of the report are as follows: 

– The awards of grant have reflected the imbalance between the costs of 

water transport and the costs of road transport. 

– Although the number of new shipping routes has been small, they have 

been successful and enabled modal shift to waterborne transport that would 

not otherwise have been possible. These projects act as good examples to 

demonstrate the potential for modal shift from road to sea transport. The 

scheme remains the most appropriate policy instrument and the UK 

Government therefore wishes to extend the scheme for a further five years. 

– A total of 83 559 lorry journeys have already been removed from Britain’s 

roads. Grant expenditure of GBP 3 078 944 has delivered modal shift 

benefits of GBP 15 047 942, a benefit-to-cost ratio of approximately 4.66 

to 1.  

2.3. National legal basis; text of the aid scheme 

(5) The legal basis of the aid scheme is: 

– the Transport Act 2000, Part 5, Section 272; 

– The Scotland Act 1998 (Transfer of Functions to the Scottish Ministers etc) 

Order 2003; 

– Transport (Scotland) Act 2001, Part 4, Section 71. 

(6) The text of the aid scheme is provided in the Guide to the Waterborne Freight 

Grant (WFG) scheme, Department for Transport, August 2011. 

2.4. Form of aid  

(7) Aid is granted by means of a direct non-refundable investment grant.  

2.5. Eligible costs  

(8) The following costs categories are eligible for aid: 

(a) the costs of hiring, leasing or amortisation of combinations of vehicles; 



3 

(b) the costs of hiring, leasing or amortisation of sea-going vessels; 

(c) the costs of hiring, leasing or amortisation of installations permitting 

transhipment between shipping routes, railways and roads;  

(d) the costs of using maritime infrastructures; 

(e) the expenditure relating to commercial operation of techniques, 

technologies or equipment previously tested and approved, in particular 

transport information technology; 

(f) the costs of measures related to staff training and the dissemination of 

project results as well as expenses for information and communication 

activities to make new transport services known; 

(g) the costs associated with separate accounting and feasibility studies. 

 

2.6. Aid intensity and cumulation 

(9) Up to 30% of eligible costs can be covered by aid under the scheme; the upper 

limit is EUR 2 million per project.
2
 Aid for any successful project will be 

available for a maximum of three years. 

3. AMENDMENTS TO THE EXISTING SCHEME 

(10) New duration: The UK authorities notified an extension of the scheme’s duration 

by five years, until 31 March 2020. 

(11) New budget: The estimated new annual budget for England, Scotland and Wales 

amounts to GBP 2 million. The overall budget is GBP 10 million over the 

duration of the notified prolongation. 

(12) The UK authorities pointed out they are not proposing any other changes to the 

current scheme. 

4. MONITORING AND EVALUATION 

(13) The authorities of the United Kingdom declared that the performance of the 

scheme will be monitored on an ongoing basis to ensure that assistance granted is 

limited to the strict definition of the scheme and has produced the desired effects. 

The UK authorities undertook to submit an evaluation report to the Commission 

in the fifth year of operation of the scheme. 

5. ASSESSMENT OF THE MEASURE 

5.1. Existence of aid pursuant Article 107 (1) of the Treaty 

(14) The Commission maintains the reasoning set out in recital (35) of its previous 

decision on the aid scheme in State aid case N 246/2009, which followed the 

reasoning in State aid case N206/2003 and concludes that the aid scheme involves 

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

                                                 

2
  The ceiling is indicated in ‘EUR’ in the text of the scheme. 
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5.2. Obligation to notify the aid to the Commission 

(15) By notifying the alterations to the scheme before implementing them, the United 

Kingdom has fulfilled its obligations under Article 108(3) of the Treaty.  

5.3.  Compatibility of the aid 

(16) The existing scheme was approved under Article 107(3)(c) of the Treaty on the 

basis of the Community guidelines on State aid to maritime transport
3
 (hereinafter 

the Maritime Guidelines), which provide a framework for assessing the 

compatibility of State aid measures to maritime transport.  

(17) The objective of the scheme has not changed: Aid under the notified scheme is 

available for coastal or short-sea services to encourage the modal shift of freight 

from road to water. The Maritime Guidelines continue to be in force. The 

Maritime Guidelines allow the granting of operating aid to ship-owners, within 

the meaning of Article 1 of Regulation (EEC) No 4055/86
4
, in respect of ships 

flying the flag of one of the Member States or the European Economic Area, for 

the launching of short-sea shipping services provided that the conditions 

stipulated by Section 10 thereof are fulfilled. 

(18) The Commission therefore assessed the modified aid scheme on the basis of the 

conditions of the Maritime Guidelines applicable to aid to short sea shipping. 

Section 10 of the Maritime Guidelines provides for seven conditions which must 

be met for aid for short sea shipping to be deemed compatible with the internal 

market. 

5.3.1. First condition 

(19) Pursuant to Section 10, fourth subparagraph , first alinea of the Maritime 

Guidelines, the aid must not exceed three years in duration and its purpose must 

be to finance a shipping service connecting ports situated in the territory of the 

Member States 

(20) According to information provided by the United Kingdom, funding conditions in 

that respect have not been altered. In particular, beneficiaries are eligible for a 

maximum of three years. The Commission therefore maintains the conclusion in 

recital (42) of the approval decision, according to which the first condition is met.  

5.3.2. Second condition 

(21) Pursuant to Section 10, fourth subparagraph , second alinea, the service must be 

of such a kind as to permit transport (of cargo essentially) by road to be carried 

out wholly or partly by sea, without diverting maritime transport in a way which is 

contrary to the common interest. 

                                                 

3
  Commission Communication C(2004)43 – Community Guidelines on State aid to maritime transport, OJ 

C 13 of 17.1.2004, p.3. 

4
  OJ L 378 of 31.12.1986, p.1. 
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(22) The Commission notes that the scheme’s funding conditions have not changed in 

this respect. In particular, applicants will need to demonstrate that in the absence 

of the waterborne grant, the freight would be moved by road. Only operating costs 

directly attributable to the freight being transferred from road to water will be 

eligible for aid under the scheme. Furthermore, the scheme stipulates that the 

grant can only be paid if, without grant support, the freight in question would be 

carried out by road. The granting authority will require sound-based evidence to 

support a prediction of the type and quantity of goods that will use the proposed 

service. 

(23) The UK authorities have evaluated the operation of the existing scheme and 

transferred the report to the Commission. That report indicates that the scheme is 

liable to divert transport from road to sea. Firstly, individual grants have removed 

a total of 83 559 lorry journeys from Britain’s roads.
5
 For instance, a recent grant 

is expected to remove 6 300 lorry journeys.
6
. Secondly, the report concludes that 

the scheme has enabled a modal shift, from road to waterborne transport.  

(24) The UK authorities declared that projects will be subject to assessment of any 

effects on competition, such as diversion of business activity from neighbouring 

ports or alternative modes of transport. 

(25) The Commission also takes into consideration the relatively modest grant 

expenditure under the existing scheme, being GBP 3 078 944 according to the 

evaluation report. Budget appropriations for the notified five year duration of the 

extended scheme amount to only GBP 10 million. The absolute aid ceiling of 

EUR 2 million on any grant award remains unchanged. 

(26) Lastly, the United Kingdom assured that the amount of aid awarded will be 

carefully calculated at the level needed to balance the cost of road haulage and 

waterborne transportation. 

(27) The Commission therefore maintains the conclusion of recital (48) of the previous 

decision approving the aid, according to which the grants exclusively serve to 

attain a Union objective and the potential impact that the aid may have on 

distorting competition is outweighed by the wider benefits that the scheme will 

provide in transferring freight traffic flows from road to water, thus encouraging a 

modal shift towards a more sustainable transport system.  

5.3.3. Third condition 

(28) Pursuant to Section 10, fourth subparagraph, third alinea, the aid must be directed 

at implementing a detailed project with a pre-established environmental impact, 

concerning a new route or the upgrading of services on an existing one, 

associating several ship-owners if necessary, with no more than one project 

financed per line and with no renewal, extension or repetition of the project in 

question.  

                                                 

5
  Includes freight moved up to 31 July 2014. Rosyth-Zebrugge, Felixstowe-Teesport, Warrenpoint-

Bristol services. 

6
  Corpach-Tilbury; the service started on 24 September 2014. 
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(29) The method for calculating an aid award’s environmental benefit on the basis of 

Mode Shift Benefits (hereinafter MSB) remains unchanged. The UK authorities 

have, however, updated the underlying values which reflect the environmental 

costs and benefits generated by the modal shift of freight movements from road to 

waterborne transport, based on the latest evidence available on the external costs 

of road, rail and waterborne transport. The new values are applicable from 2015 

until 2020. 

(30) The Commission therefore maintains the conclusion of recital (51) of the previous 

decision, where it considers that the scheme is directed to projects with clear, pre-

determined environmental benefits. 

(31) As the scheme’s funding rules have not been altered, no more than one project can 

be financed per line, and no renewal, extension or repetition of the project in 

question is permitted.  

(32) Grants for existing routes will only be awarded in exceptional circumstances. 

Grant conditions have not been altered. In particular, the Commission notes the 

following:  

– Firstly, the grant is awarded on a declining profile for any period up to a 

maximum of three years, divided into three equal periods.  

– Secondly, all applicants must submit a business plan that should show how 

the three payment periods will be sufficient to bring the operation to a point 

where it is financially viable in a fourth period without a grant. In 

particular, if aid is sought for an existing loss making service, the term of 

assessment should tie in with information gathered by the applicant about 

the length of any transportation contracts the applicant has agreed. 

– Thirdly, the UK authorities confirmed that proposals would need to 

identify why the current service was failing and identify upgrades to the 

service which would turn the service into one with long-term viability. This 

could involve an improved vessel specification, increased capacity, quality 

of service, timings of sailing, regularity of sailing, voyage time, etc. 

(33) On this basis, the Commission maintains the consideration set out in recital (55) 

of the previous decision, according to which an eligible existing route in these 

exceptional circumstances can be treated in the same way as a new route. 

(34) In the light of above considerations, the Commission maintains the overall 

conclusion, in recital (56) of the previous decision, according to which the scheme 

fulfils the third condition set forth by the Maritime Guidelines. 

5.3.4. Fourth condition 

(35) Pursuant to Section 10, fourth subparagraph, fourth alinea of the Maritime 

Guidelines, the purpose of the aid must be to cover up to 30% of the operational 

costs of the service in question 

(36) The overall ceiling of 30% of the total waterborne freight project cost will remain 

unchanged. Moreover, the UK authorities confirmed that when the Waterborne  

Freight Grant scheme is combined with other national or Union aid schemes, an 
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overall ceiling of 30% of the operating costs will apply to the combined total of 

national and Union aid. 

(37) The scheme therefore continues being in line with this condition of the Maritime 

Guidelines. 

5.3.5. Fifth condition 

(38) Pursuant to Section 10, fourth subparagraph, fifth alinea of the Maritime 

Guidelines, the aid must be granted on the basis of transparent criteria applied in a 

non-discriminatory manner to ship-owners established in the Union. The aid 

should normally be granted for a project selected by the authorities of the Member 

State through a tender procedure in compliance with applicable Union rules. 

(39) The Commission notes that the criteria applied for awarding the aid continue 

being transparent and that ship-owners in the Union are treated in a non-

discriminatory manner. In particular, the procedure for selecting the projects will 

remain the same as under the existing scheme. Prior to the granting of the aid the 

viability of the projects will be assessed on the basis of criteria published in the 

text of the aid scheme. Following evaluation of the applications, grants are 

decided on a first come, first served basis. In the event of budget restrictions, 

applications are ranked according to the foreseen environmental benefits. 

(40) The Commission therefore maintains the conclusion of recital (62) of the previous 

decision, according to which the procedure for the selection of projects is clear 

and observes the transparency and non discrimination requirements as required by 

the Maritime Guidelines. 

5.3.6. Sixth condition 

(41) Pursuant to Section 10, fourth subparagraph, sixth alinea of the Maritime 

Guidelines, the service which is the subject of the project must be of a kind to be 

commercially viable after the period in which it is eligible for public funding. 

(42) The condition that the viability of the projects after a maximum of three years of 

receiving subsidy is mandatory remains unaltered. The prolonged scheme is 

therefore in line with this condition. 

5.3.7. Seventh condition 

(43) Pursuant to Section 10, fourth subparagraph, seventh alinea of the Maritime 

Guidelines, the aid must not be cumulated with public service compensation 

(obligations or contracts). 

(44) The UK authorities confirmed that aid under the prolonged scheme will not be 

cumulated with public service compensation. The scheme is therefore in line with 

this condition.  

5.3.8. Conclusion 

(45) In view of the foregoing, the Commission can conclude that the abovementioned 

compatibility criteria are satisfied in the present case. 

(46) The Commission therefore concludes that the aid scheme under scrutiny is 

necessary to pursue a common objective and that the advantage conferred by it is 
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not disproportionate insofar as it does not have an adverse impact on competition 

and on trade. The Commission therefore concludes that the aid is compatible with 

Article 107(3)(c) of the Treaty. 

6. DECISION 

(47) The Commission has accordingly decided  

 

- not to raise objections to the aid on the grounds that it is compatible with the 

internal market pursuant to Article 107 (3) c of the Treaty. 

(48) The Commission reminds the United Kingdom that, in accordance with Article 

108(3) of the Treaty, all plans to refinance, alter or change this aid scheme must 

be notified to the Commission. 

(49) The Commission further reminds the United Kingdom to submit, in the fifth year 

of operation of the scheme, an evaluation report to the Commission which shows 

whether the aid was granted according to the scheme conditions and has produced 

the desired effects.  

 

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 

Directorate for State Aid 

State Aid Greffe 

B – 1049 Brussels 

Fax No.: +32 2 296 12 42 

 

 

 

Yours faithfully, 

For the Commission 

 

 

 

Margrethe VESTAGER 

Member of the Commission 

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

