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Sir, 

 

1. PROCEDURE 

(1) By electronic notification of 23 April 2009 the authorities of the United Kingdom 
notified to the Commission, in accordance with Article 88(3) of the EC Treaty, an 
aid scheme aiming to encourage the modal shift of freight from road to water by 
means of providing support for coastal or short-sea services. The notification has 
been registered under case number N 246/2009.  

2. DETAILED DESCRIPTION OF THE MEASURE 

2.1.  Background  

(2) The notified scheme will replace the current Waterborne Freight Grant scheme 
(hereinafter WFG scheme)1

 as from 1 April 2010. The objective of the scheme is 
to support the modal shift of freight from road to water by means of granting 
support to costal and short sea shipping services on the condition that they avoid 
journeys by lorry and that they generate environmental benefits within the UK. 
Beneficiaries must undertake to move a specified annual freight tonnage by 
water. 

(3) Mode shift support for inland waterways freight is removed from the scope of the 
WFG scheme currently in operation and included under the new Mode Shift 

                                                 
1   Decision of the Commission in State aid case N 206/2003, OJ C 240 of 30.09.2005, p 20. 
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Revenue Support scheme (hereinafter MSRS scheme), notified by the UK 
authorities on 23 April 2009 and subject to separate assessment. This will place 
inland waterway transport on a level playing field with rail transport in terms of 
the support available for mode shift from road. 

(4) An evaluation report on the operation of the WFG scheme has been provided to 
the Commission. Its main conclusions are the following: 

(a) A single award of grant was made in 2005 by the Scottish Government 
under the scheme, in respect of a service between Rosyth (Scotland) and 
Zeebrugge (Belgium).  In February 2009 the Department for Transport 
received its sole application for grant under the scheme in England. This 
application has recently been provisionally accepted for support.  

(b) The Rosyth – Zeebrugge Superfast ferry service reduced road 
transportation by approximately 16 million lorry kilometres. 

(c) No other grants have been awarded under the WFG scheme. However, 
numerous enquiries have been received by the UK authorities over the 
past several years.  

(d) Stakeholders have identified the fixed time frame of 3 years set forth by 
the decision of the Commission authorising the WFG scheme2 as being a 
significant barrier to its operation. According to the UK authorities the 
need to have much shorter, more targeted grant periods according to the 
needs of specific programmes has been repeatedly underlined.  

2.2. Objective of the aid scheme 

(5) As mentioned in paragraph (2) above, the aim of the scheme is to facilitate the 
modal shift of freight from road to coastal or short-sea shipping, in order to 
achieve the environmental benefits within the UK of avoiding long journeys by 
road.   

2.3. National legal basis  

(6) The new aid scheme is based on: 

(a) Transport Act 2000, Part 5, Section 272; 

(b) The Scotland Act 1998 (Transfer of Functions to the Scottish Ministers 
etc) Order 2003; 

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

2.4. Budget 

(7) The estimated annual budget amounts to GBP 2 million in England.  For 
Scotland, there is an annual budget of GBP 8 million shared between this scheme 
and the MSRS scheme.  

                                                 
2   See footnote 1. 
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(8) The total budget amounts to GBP 50 million over the five-year duration of the 
scheme (including support which can partially go under the MSRS scheme for 
Scotland).  

2.5. Duration 

(9) The notified scheme is limited to a period of five years, from 1 April 2010 to 31 
March 2015, the last date on which a freight movement will be eligible to receive 
grant. Payments on awards made before that date may continue to fall due until 
2018. 

(10) Before the end of this period, an evaluation report on the operation of the scheme 
will be submitted to the Commission.   

2.6. Beneficiaries 

(11) Any company within the EU or EEA operating new or, under specific conditions 
described below, existing costal or short-sea services, may apply for the grant. 
Eligible services must remove lorry journeys from road in the UK. They may also 
include services between other Member States (including the EEA), provided that 
the service in question generates environmental benefits within the UK. 

(12) As under the current scheme, grants will be awarded to existing services only in 
exceptional circumstances. Such applicants will have to provide the UK 
authorities with clear evidence that services in question would cease operation in 
the lack of financial support by the state. A study will be carried out to conclude 
on the possibility of performance of the service by a different operator either on 
the basis of a reduced subsidy or on a stand-alone basis. 

(13) Undertakings of all sizes are eligible. The estimated number of beneficiaries of 
the scheme amounts to 10.  

2.7. Procedure 

(14) The procedure for selecting the projects will remain the same as under the current 
scheme. Prior to the granting of the aid, the viability of the project will be verified 
by means of a feasibility study and a business plan. Projects will also be subject 
to assessment of any effects on competition, such as diversion of business activity 
from neighbouring ports or alternative modes of transport. No more than one 
project can be financed per line, and no renewal, extension or repetition of the 
project in question is permitted. 

(15) The details of the scheme, i.e. available budget, eligibility, method of payment 
and application procedure shall be published annually in the Official Journal of 
the European Union. In addition to the abovementioned procedural information, 
details on the grants made under the scheme shall also be published as from the 
second year of implementation of the WFG scheme. 

(16) Following assessment of the applications, grants are decided on a first come, first 
served basis. In the event of budget restrictions, applications can be ranked 
according to the foreseen environmental benefits. 
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(17) Grants will only be paid following receiving by the granting authority of 
confirmation from independent accountants that the contracted tonnages have 
indeed been transferred from road to water.   

2.8. Form of aid  

(18) The subsidy will be granted as a direct non-refundable investment grant.  

2.9. Aid intensity and cumulation 

(19) Aid for any successful project will be available for a maximum of three years. 
Grants will be paid in arrears in three instalments, with half of the grant paid in 
the first instalment, one-third in the second instalment and one-sixth in the final 
instalment.  An absolute ceiling of EUR 2 million is set per project. 

(20) The minimum amount of aid necessary to achieve the objective of the scheme 
shall be paid. Thus, grants paid shall be restricted to whichever is lower of the 
following: 

(a) the value of the benefits of mode shift, or 

(b) the financial need, or 

(c) 30% of operating costs.  

(21) An overall ceiling of 30% of the total water freight project cost will apply where 
an applicant wishes to apply for both WFG and Freight Facilities Grant scheme 
(hereinafter FFG scheme)3, thus when an application is submitted covering both 
operating and capital costs. Below this, the limits applying to the individual 
schemes will apply. It will be for applicants to determine which split between the 
schemes best meets their needs, but payment will not exceed the amount available 
under the separate scheme rules.   

(22) When the WFG scheme is combined with other national or Community aid 
schemes such as Marco Polo, an overall ceiling of 30% of the operating costs will 
apply to the combined total of national and Community aid. 

(23) The aid will not be cumulated with public service compensation. 

2.9.1. Freight mode shift benefits values 

(24) The revised MSB values are based on the latest evidence available to the UK 
authorities on the external costs of road and maritime transport, to reflect more 
accurately the environmental costs and benefits generated by the mode shift of 
freight movements from road to water. The revised Mode Shift Benefit values 
will be used to calculate freight mode shift grant awards until 2015.   

                                                 
3   Decision of the Commission in State aid case N 649/2001, OJ C 45 of 19.12.2002, p 2. 
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2.9.2. Financial need 

(25) The financial need is defined as the difference between the total cost of a water-
based solution and the total cost of road transport.  

2.10. Eligible costs  

(26) As under the current scheme, the eligible costs include: 

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

(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. 

2.11. Monitoring and evaluation 

(27) The performance of the scheme will be monitored by the granting authority on an 
ongoing basis to ensure that assistance granted is limited to the strict definition of 
the scheme and has produced the effects desired. 

(28) As mentioned in paragraph (10) above, a report on the operation of the scheme 
shall be submitted to the Commission. 

3. ASSESSMENT OF THE MEASURE 

3.1. Existence of aid within the meaning of Article 87(1) of the EC Treaty  

(29) According to Article 87(1) of the EC Treaty "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". 

(30) The criteria laid down in Article 87(1) are cumulative. Therefore, in order to 
determine whether the notified measure constitutes State aid within the meaning 
of Article 87(1) of the Treaty, all the abovementioned conditions need to be 
fulfilled. Namely, the financial support should: 

(a) be granted by the State or through State resources, 

(b) favour certain undertakings or the production of certain goods, 

(c) distort or threaten to distort competition, 
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(d) affect trade between Member States. 

(31) State resources: Since the notified measure involves financing granted to the 
beneficiaries as defined in paragraph (11) above by the UK authorities, it involves 
the use of State resources.  

(32) Selective economic advantage: The measure reduces the costs that the 
beneficiaries would normally have to bear. The public financing is directed at 
certain eligible undertakings in the maritime sector, to the exclusion of 
competitors of other transport sectors. The measure therefore confers a selective 
economic advantage.  

(33) Distortion of competition and impact on trade: Support by the UK authorities of 
costal and short-sea shipping may distort or threaten to distort competition 
between the undertakings providing for costal and short-sea freight transport 
services and competitors offering freight transport services by other modes.  

(34) In addition, short-sea shipping is a liberalised market at EU level. When aid 
granted by a Member State strengthens the position of an undertaking compared 
with other undertakings competing in intra-Community trade, the latter must be 
regarded as affected by that aid4.  It is sufficient that the recipient of the aid 
competes with other undertakings on markets open to competition5. 

(35) On the basis of the above considerations, the Commission concludes that the 
notified aid scheme involves aid within the meaning of Article 87(1) of the EC 
Treaty and is hence, in principle, prohibited, unless deemed compatible with the 
common market by virtue of any of the exemptions provided for by the Treaty or 
secondary legislation.  

3.2.  Compatibility of the aid 

(36) Aid under the notified scheme is available for coastal or short-sea services, to 
encourage the modal shift of freight from road to water. 

(37) The Community guidelines on State aid to maritime transport6 (hereinafter the 
Maritime Guidelines) provide for a framework of assessing the compatibility of 
State aid measures to maritime transport under Article 87(3)(c) of the Treaty.  

(38) The Maritime Guidelines define the scope of the State aid schemes that could be 
introduced by the Member States in order to support the Community interest in 
this field. The promotion of new services in the field of short sea shipping on the 
basis of the White Paper on Community transport policy is listed as a primary 
objective. 

                                                 
4  See, in particular, Case 730/79 Philip Morris v Commission [1980] ECR 2671, paragraph 11; 

Case C-53/00 Ferring [2001] ECR I-9067, paragraph 21; Case C-372/97 Italy v Commission, 
[2004] ECR I-3679, paragraph 44 . 

5  Case T-214/95 Het Vlaamse Gewest v Commission [1998] ECR II-717. 

6   Commission Communication C(2004)43 – Community Guidelines on State aid to maritime 
transport, OJ C 13/3 of 17.1.2004. 
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(39) The Maritime Guidelines allow the granting of operating aid to ship-owners, 
within the meaning of Article 1 of Regulation (EEC) No 4055/867, in respect of 
ships flying the flag of one of the Member States or the EEA, for the launching of 
short-sea shipping services provided that the conditions stipulated by Section 10 
therein are fulfilled. 

3.2.1. 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 

(40) As mentioned in paragraph (19) above, aid for any selected project will be 
available for a maximum of three years.  

(41) As mentioned in paragraph (11) above, eligible services concern UK ports. They 
may only include services between Member States (including the EEA), provided 
that the service in question generates environmental benefits within the UK. 

(42) The first condition set forth by the Maritime Guidelines is therefore fulfilled.  

3.2.2. 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 

(43) As mentioned above, the notified scheme aims to support costal and short sea 
shipping of goods by means of assisting with the operating costs associated with 
moving freight by maritime transport, provided that journeys by lorry are avoided 
and that environmental benefits within the UK are generated.  

(44) The Commission further notes that grants under the notified scheme shall be paid 
only once the authority granting the aid has been satisfied that the contracted 
tonnages have indeed transferred from road to maritime transport.   

(45) As regards effect on the competition between different transport modes, the 
Commission notes that projects will only be financed following verification that 
they will not serve to divert traffic flows between existing services or between 
alternative modes of transport.  

(46) The Commission further notes that an aid scheme supporting mode shift to rail 
and inland waterway has also been notified and is currently under assessment. 

(47) The Commission also takes into consideration the relatively modest budget of the 
scheme (GBP 50 million for the period 2010-2015) and the limited ceiling 
imposed on any grant award as mentioned in paragraph (19) above. 

(48) The Commission is therefore satisfied that the grants exclusively serve to attain a 
Community objective and that the potential impact that the aid may have on 
distorting the 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.  

                                                 
7  OJ L 378 of 31.12.1986. 
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3.2.3. 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 

(49) For each specific project, the environmental benefit associated with the transfer of 
one lorry mile of freight from road to water is calculated on the basis of Mode 
Shift Benefits (hereinafter MSB) values. The MSB values have been estimated 
exclusively for use in the allocation of mode shift grants and have been reviewed 
prior notification of the aid scheme to the Commission in order to ensure 
consistency with the published traffic forecasts and to reflect the best available 
evidence as to the value of transferring freight from road to water in the period 
2010 – 2025. Given that MSB values have been established based primarily on 
data for rail transport, the fuel use by water (and related carbon values) for each 
application should be evaluated to ensure that the use of MSB figures is 
appropriate. If significant differences are identified, the assessment of disbenefits 
of the proposed waterborne freight should be adjusted to ensure that the mode 
shift actually is beneficial for the environment. 

(50) The obligation for beneficiaries to move a certain annual freight tonnage by water 
ensures that the subsidised projects will contribute to a real reduction in road 
traffic and thus provide for quantifiable environmental benefits within the UK. 

(51) The Commission thus considers that the scheme in question is directed to projects 
with clear, pre-determined environmental benefits.  

(52) In addition, no more than one project can be financed per line, and no renewal, 
extension or repetition of the project in question is permitted, as pursuant to the 
Maritime Guidelines. 

(53) As detailed in paragraph (12) above, as a general rule, grants will only be 
awarded to existing routes in exceptional circumstances. Aid shall only be 
granted if the service in question had not received previous support. Clear 
evidence that such services would cease operation in the lack of financial support 
by the state would have to be provided. Any potential inefficiencies which could 
have resulted in service failure will be particularly considered in such case. 

(54) Moreover, a detailed assessment would be carried out in order to conclude on the 
possibility of performance of such service by a different operator either on the 
basis of a reduced subsidy or on a stand-alone basis. In addition, the service in 
question would have to become commercially viable at the end of the period for 
which it was funded.  

(55) The Commission therefore considers that in these exceptional circumstances the 
route in question is equivalent to a new route. 

(56) The third condition set forth by the Maritime Guidelines is thus fulfilled. 
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3.2.4. The purpose of the aid must be to cover up to 30% of the operational 
costs of the service in question 

(57) As mentioned in paragraph (20) above, the subsidy granted to selected projects is 
limited to whichever is lower of the amount necessary to compensate for the 
higher costs of maritime transport, or the value of the benefits of mode shift, or 
30% of operating costs. This is in line with the threshold set forth by the Maritime 
Guidelines.  

(58) An overall ceiling of 30% of the total water freight project cost will apply where 
an applicant intends to apply for support under both WFG and FFG schemes. 
Below this ceiling, the limits applying to the individual schemes will apply. It 
follows that payments will not exceed the amount available under the separate 
scheme rules, as pursuant to the Maritime Guidelines.   

3.2.5. The aid must be granted on the basis of transparent criteria applied 
in a non-discriminatory way to ship-owners established in the 
Community. 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 Community rules 

(59) The Commission notes that the criteria applied for awarding the aid are 
transparent and that ship-owners in the Community are treated in a non-
discriminatory way. 

(60) The Commission also notes that the details of the procedure for awarding the 
grants, as well as information on the grants already awarded under the scheme, 
shall be published on an annual basis in the Official Journal of the European 
Union.  

(61) The procedure for selecting the projects will remain the same as under the current 
scheme. Prior to the granting of the aid the viability of the projects will be 
assessed. 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. 

(62) The Commission thus concludes that the procedure for selection of the projects is 
clear and observes the transparency and non discrimination requirements as 
pursuant to the Maritime Guidelines. 

3.2.6. 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 

(63) Under the notified scheme, the viability of the projects after a maximum of three 
years of receiving subsidy is mandatory. 

3.2.7. The aid must not be cumulated with public service compensation 
(obligations or contracts) 

(64) As mentioned in paragraph (23) above, the aid cannot be cumulated with public 
service compensation. 
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3.2.8. Conclusion 

(65) In view of the foregoing, the Commission can conclude that the abovementioned 
compatibility criteria are satisfied in the present case. 

(66) The Commission therefore concludes that the aid scheme under scrutiny is 
necessary to pursue a Community objective and that the advantage conferred by it 
is not disproportionate insofar as it does not have an adverse impact on 
competition and on Community trade. The Commission therefore concludes that 
the aid is compatible with Article 87(3)(c) of the EC Treaty. 

4. DECISION 

(67) The Commission has come to the conclusion that the aid granted on the basis of 
the current aid scheme is compatible with the common market in accordance with 
Article 87(3)(c) of the EC Treaty and has accordingly decided not to raise 
objections to the notified measure. 

(68) The Commission reminds the UK authorities that, in accordance with Article 
88(3) EC, all plans to refinance, alter or change this aid scheme have to be 
notified to the Commission. 

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/community_law/state_aids/index.htm. Your request 
should be sent by registered letter or fax to: 

European Commission 

Directorate-General for Energy and Transport 

Directorate A - General Affairs 

B-1049 Brussels  

Fax No: ++ 32 2 296 41 04  

 

Yours faithfully, 
For the Commission 

 

 

 Antonio TAJANI 
Vice-President of the Commission 


