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Subject: State aid No N 521/2010 – Lithuania - Scheme for Start-up Aid for 
Regional Airports in Lithuania 

 

Dear Sir, 

 

I  PROCEDURE 

1. By electronic notification of 12 November 2010, the Lithuanian authorities, in 
accordance with Article 108(3) TFEU, notified to the Commission the above 
mentioned aid measure. In the letter dated 3 January 2011 the Commission 
requested clarifications on certain aspects of the measure. In the letters dated 
31.01.2011 and 22.02.2011 the Lithuanian authorities provided the Commission 
with the requested information. 

II MEASURE DESCRIPTION  

2. Measure context Lithuania has three airports which serve commercial scheduled 
international traffic: Vilnius, Kaunas and Palanga. In addition, Siauliai Airport is a 
military aerodrome which currently serves some commercial cargo traffic as well 
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as general aviation. Vilnius International Airport is classified as a category C large 
regional airport (1 to 5 million passenger par annum; hereinafter "mppa")1, whilst 
Kaunas, Palanga and Siauliai are all classified as category D small regional 
airports (less than 1 mppa) within the meaning of Community Guidelines on 
Financing of Airports and Start-Up Aid to Airlines Departing from Regional 
Airports (hereinafter "the 2005 Guidelines")2. 

3. Distance and travel time between commercial passenger airports currently in 
operation in the region, including neighbouring Latvia indicate that Vilnius, 
Kaunas and Palanga airport catchment areas do not overlap with Riga Airport. In 
addition, also airports in operation in Poland are too far away from the border to 
constitute a substitute. 

Airport pairs Distance by road
Travel time 

(by prívate car) 
Vilnius – Kaunas 100 km 1h 25 min 
Vilnius – Palanga  330 km  3h 40 min 

Vilnius – Riga 310 km  3h 55 min 
Kaunas – Palanga  245 km  2h 35 min 

Kaunas – Riga  275 km  3h 50 min 
 

4. At present, Lituanian airports are poorly linked to the other EU countries. The 
Lithuanian authorities therefore propose to set up a Route Development Scheme 
(hereinafter "RDS") to support the development of new routes or services via 
start-up aid.  

5. The whole Lituania is classified as a disadvantaged region for the regional aid 
purposes, in accordance with Article 107(3)(a) TFEU. 

6. Budget The annual measure budget is expected to be LT 10m (EUR 2.9m), with a 
total budget for the programme over 10 years of LT 100m (EUR 29m). 

7. Eligible costs The eligible costs are strictly linked to the additional start-up costs 
incurred in launching the new service and which the air operator will not have to 
bear once it is up and running. Such eligible costs include: the marketing and 
advertising costs incurred at the outset for publicising the new service and 
installation costs incurred by the airline at the regional airport in order to launch 
the route.  

8. Standard airline operating costs such as aircraft lease or depreciation, fuel, crew 
salaries, aeronautical charges or catering costs do not constitute eligible costs and 
will not be supported by the present scheme. 

                                                 
1  The most recent and optimistic forecast for Vilnius Airport, which assumes the start-up aid scheme is 

in place estimates 3.3 mppa for scheduled traffic by 2020. 

2 OJ C 312, 9.12.2005, p. 1. 
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9. Eligible beneficiaries The aid is paid to air carriers with a valid operating licence 
issued by a Member State pursuant to Council Regulation (EEC) No 2407/92 on 
licensing of air carriers.  

10. Eligible routes The aid can be granted in respect of intra-EU routes.  

11. RDS offers shall only be made to new services between un-served city pairs, or for 
additional frequencies on existing routes, provided that these meet the criteria 
defined for new routes. Moreover, RDS offers shall not be made in retrospect 
where a route has already been announced. Where an airline proposes to extend 
the existing services frequency, the additional services only will be eligible for 
support.  

12. A route which has demonstrable macro-economic benefit only when operated on a 
seasonal basis (e.g. in the summer season) may be eligible for support, which is 
limited to the operation of the route in the season in which it has demonstrable 
macro-economic benefits. 

13.  Demonstrable macro-economic benefit requires that the quantified economic 
benefit of a proposed new service exceeds the proposed level of investment. 
Quantifiable benefits include:  

a. direct, indirect and induced employment and corresponding economic 
value added (EVA in €) through aviation (airports, airlines etc); 

b.  tourism employment and EVA through additional hotel nights and 
additional expenditure of leisure and business visitors; 

c.  consumer and business efficiency benefits where quantifiable (e.g. time 
saved, travelling costs, etc.).    

14. A new service which involves switching a service from one airport in Lithuania or 
Latvia to another with overlapping catchments areas shall not be eligible for RDS 
support. Any new service should result in an increase in the net volume of 
passengers and not simply encourage traffic to relocate from one airport to 
another, serving the same catchment area.  

15. Publicity and non-discrimination: With regards to publicity and selection process, 
the scheme foresees two different options. 

16. Prioritised target routes: Prioritised target routes are routes which Lithuania 
considers as priority, because they offer particularly large macro-economic 
benefits. Lithuania will publish for each of these routes a call for expression of 
interest in national and international newspapers, as well as in the Official Journal 
of the EU. This call will be subject to adequate time to respond and will include 
all relevant information on the route, the aid available and the evaluation process 
to be followed.  

17. Unsollicited proposals by airlines: Airlines can also make unsolicited proposals 
for new routes. In this case, Lithuania will publish, once it has received the 
proposal and considers that the proposal meets the criterion for macro-economic 
benefits, a call for expression of interest in national and international newspapers, 
as well as in the Official Journal of the EU. This call will be subject to adequate 
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time to respond and will include all relevant information on the route, the aid 
available and the evaluation process to be followed. 

18. If, after the evaluation of the offers received, an offer is made to an airline and a 
second carrier announces the same city pair without funding, the offer from the 
RDS will fall.  

19. Where a carrier within the last 2 years ceased flying a particular route without 
RDS support, they are unable to apply for funding to re-start operations between 
the same city pair within two years of stopping.  

20. RDS offers shall only be made where it can be demonstrated that the service: 

• successfully passes the RDS appraisal criteria, 

• will attract significant business or inbound tourism traffic and  

• results in an increase in the net volume of passengers. 

21. Aid intensity and duration Start-up aid will be limited in time and degressive. 
Furthermore, routes receiving aid must be viable and profitable in the long-term 
without public funding. 

22. Aid shall be granted for a maximum of five years. The aid amount in any one year 
shall not exceed 50% of the total eligible costs for that year and total aid shall not 
exceed an average of 40% of eligible costs. If the aid is granted for five years, it 
may be maintained at 50% of the total eligible costs for the initial three years. 

23. The proposed overall RDS duration is up to ten years. However, any investment in 
new routes will be limited to a maximum period of five years from the 
commencement of each new service. No new route eligible for financing under 
this scheme shall commence operations later than 7 years after the commencement 
of the approved RDS scheme (in the case of three year support). Routes with the 
maximum of five years support shall commence no later than 5 years after the 
commencement of the approved RDS scheme. 

24. The Lithuanian authorities intend to implement the RDS scheme following 
Commission approval and it is proposed that the RDS scheme will commence 
operations from the beginning of 2011. 

25. Link with the route development Aid payments will be linked to the net 
development of the number of passengers transported. Aid justified by eligible 
costs will be paid ex post facto through the mechanism of an actual per departing 
passenger basis, which shall be capped at a maximum of 75% load factor. 
Passenger numbers will be audited against official statistics with invoices paid 
only after passengers have been carried. 

26.  Transparency and non-discrimination The RDS scheme shall be overseen by a 
management committee. All the airport operators within the designated region will 
be advised in writing of the RDS scheme and its eligibility criteria.  
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27. Moreover, the RDS shall publish outline details in the Official Journal of the 
European Union as well as advertisements for example in the professional aviation 
press and/or on relevant web sites.   

28. The information relating to the start-up aid scheme will include: 

a. the RDS objectives and rules on eligible routes; 

b. the information required by applicants; 

c. a summary of the route appraisal process; 

d. a summary of the dispute resolution procedure. 

The publication would also include relevant information on the proposed route(s), 
a summary of the evaluation process and timescale. 

29. Routes viability Start-up aid will only by provided based on an agreed business 
plan for each route developed by the airline and agreed with the RDS. This 
business plan shall specify the eligible costs and when, how and by whom they are 
to be incurred and must show that the route will be viable without aid within a 
maximum 5 years period. 

30. Scheme governance The Lithuanian Ministry of Transport and Communications 
will be responsible for the framework covering the implementation and operation 
of the RDS scheme and will monitor the RDS scheme based on the rules and 
guidance covering its structure and operation. 

31. The RDS scheme shall be overseen by a Management committee whose 
responsibilities are to: 

a. agree the region's aims and objectives for the RDS, including potential 
target markets for new air services;  

b. make decisions on which applications to the RDS should receive 
approval; and  

c. manage RDS officers and advisors and hold them to account.  

32. The Committee shall include representatives of the key sponsoring organisations 
and shall reflect the broad range of economic interests the RDS is seeking to 
support. Key RDS officers and advisers who manage the RDS and report to the 
committee shall include the RDS Manager, the Accounting Officer, and Advisers 
for the analysis of route viability and economic impact. 

33. Aid monitoring The implementation of the airline’s business plan and the 
expenditure of specified eligible costs are monitored at regular intervals, to ensure 
compliance with the airlines agreed obligations. Start-up aid will only be paid by 
the RDS if it is satisfied that the eligible costs are being expended and net 
passenger traffic has been generated. Aid will only be paid ex post facto. 
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34. Impact on other routes The appraisal process shall analyse the new service impact 
on those already in existence from airports with overlapping catchments. It will 
ensure that public funding is not being used simply to displace or redistribute 
traffic from one airport to another serving the same catchment area. 

35. Publicity An annual report should be prepared for each financial year and 
submitted to the Ministry of Transport and Communications within three months 
of the end of the period covered. The government will use this information to 
report progress annually to the European Commission and to publish an annually a 
supported routes list.  

36. Dispute settelements Intially, any dispute or disagreement should be resolved in 
pre-court procedures. Any disputes or disagreements should be directed to and 
dealt with by the RDS Manager.  

37. Should the dispute or disagreement remain un-resolved, a review will be carried 
out by the RDS Committee. If the Committee agrees that the complaint is justified 
and valid, it will propose appropriate remedial measures. It could include the 
original decision reversal.  

38. If a complainant is not satisfied with the RDS Committee's decision, it can apply 
to the Lithuanian Competition Council for independent review and/or opinion. 

39. Should the dispute resolution fails, the complainant could apply to a Lithuanian 
court according to the civil procedure rules. 

40. An entity that receives a negative decision from RDS management, considering 
that it satisfies all the criteria for the reception of permissible state aid, may apply 
to court in accordance with the rules of Lithuanian civil procedure, so that it 
obliges RDS management to conclude an agreement with this entity for the grant 
of state aid, or require compensation of damage resulting from adoption of an 
illegal decision by RDS management, if before initiation of any such court 
proceedings RDS management concluded a contract with another eligible carrier 
for the provision of support for the operation of flights on the respective routes.  

41. The court will be required to fully assess the compliance of the applicant with the 
requirements in force for the reception of permissible state aid. If the court adopts 
a positive decision with respect of the applicant and this decision becomes final (it 
may be subject to appeal to a higher court), RDS management would be bound to 
satisfy the applicant’s request and conclude an agreement with it for the provision 
of the permissible state aid or obliged to compensate damage to the carrier as 
adjudicated by the court in the result of violation of its rights by the decision of 
RDS management). 

42. Cumulation Start-up aid granted by the RDS cannot be cumulated with aid 
received from other local, regional, national or Union schemes to cover the same 
eligible costs. This includes other start-up aid schemes and compensation for the 
discharge of public services, including exclusive PSO concessions. 
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III AID ASSESSMENT 

Aid existence within the meaning of Article 107(1) TFEU 

43. By virtue of Article 107(1) TFEU, "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 the Member States, be 
incompatible with the internal market". 

44. The proposed scheme consists of a grant of subsidies coming from State 
resources, attributed to certain undertakings by the Lithuanian authorities 
(through the RDS Committee under responsibility of the Ministry of Transport 
and Communications). The subsidies in question will provide a competitive 
advantage to the beneficiaries vis-à-vis other operators active in the same 
liberalised market for aviation. 

45. This state funding involved affects trade between Member States and distort or 
threaten to distort competition inside the market as they involve air transport 
which is a fully liberalised market. Accordingly, it has to be considered that the 
notified scheme constitutes aid within the meaning of Article 107 (1) TFEU. 

Legal basis for appraisal  

46. The applicable Union framework for deciding on aid compatibility is the above-
mentioned the 2005 Guidelines, which are based on Article 106 (2), 107(3) (a) 
and (c) of the TFEU. 

47. The 2005 Guidelines 3 set out a number of conditions which need to be complied 
with in order for start-up aid to be found compatible with the internal market. 
The Commission must therefore verify whether these requirements have been 
satisfied in the present case.  

48. Firstly, “the aid is paid to air carriers with a valid operating licence issued by a 
Member State pursuant to Council Regulation (EEC) No 2407/92 on licensing of 
air carriers.”  

49. In the present case aid will be paid only to the above-mentioned carriers. The 
first condition is therefore satisfied.  

50. Secondly, “the aid is paid for routes linking a regional airport in category C or 
D to another EU airport.” In Lituania, all airports are qualified as either a 
category C or D airports. Should Vilnius airport become category B airport, it 
looses eligibility at that moment. Thus, this condition is fulfilled. 

51. Thirdly, paragraph 79 (c) of the 2005 Guidelienes allows aid granting only to the 
opening of new routes or new schedules. Morover, the aid must not lead to a 
relocation of traffic between the airports.  

                                                 
3  Paragraph 79 of the 2005 Guidelines. 



8 

52. In the present case this condition is satisfied, as a new route definition is very 
clear and respects the 2005 Guidelines requirements.4 In addition, the provisions 
have been put in place such that there cannot be any “subsidy shopping” or 
capacity switching between the eligible airports.  

53. Fourthly, a supported route should be viable on the long term and aid should be 
degressive and limited in time. For routes from the regions referred to in Article 
107(3)(a) TFEU aid may be granted for a maximum five years. The aid amount 
in any one year may not exceed 50 % of total eligible costs for that year and total 
aid may not exceed an average of 40 % of eligible costs. If the aid is granted for 
five years, it may be maintained at 50 % of total eligible costs for the initial three 
years. 

54. It should be noted that the whole Lituania is classified as a disadvantaged region, 
within the meaning of Article 107(3)(a) of the FEU Treaty.  

55. Morover, each route could be supported for max. five years. Finally, aid intensity 
respects the 2005 Guidelines thresholds.5 

56. Thus, the Commission concludes that the Lituanian aid schemes meet 
requirements of paragraph 79 (d) and (f).   

57. Fifthly, eligible costs types of the present measure respect the 2005 Guidelines 
definition, as stated in paragraph 79 (e). 6 

58. Futhermore, aid payments will be linked to the net development of the number of 
passengers transported and thus the amount per passenger will decrease with the 
net increase in traffic. Therefore, the Commission concludes that there is a clear 
link with the development of the route, as required in paragraph 79 (g) of the 
2005 Guidelines.  

59. Concerning routes viability, start-up aid will only be provided based on an 
agreed business plan for each route. This plan must prove route viability. Thus, 
viability requirement is fulfilled.   

60. As stated in para. 34 of the present decision, before aid granting impact analysis 
on competing routes will be carried out. Thus, the second condition included in 
paragraph 79(i) of the 2005 Guidelines is fulfilled.  

61. The Commission considers also that non-discriminatory allocation condtition 
from paragraph 79(h) of the 2005 Guidelines is fulfilled. As stated in para. 26-28 
of the present decision, the Lithuanian authorities will publish both the priority 
routes as well as those routes for which they receive unsolicited offers and which 
meet the eligibility criteria in the Official Journal of EU and in other relevant 
publications. The publicaton includes the description of the route as well as the 

                                                 
4  See para. 10-14 of the present decision. 

5   See para. 22-23 of the present decision. 

6  See para. 7-8 of the present decision. 
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objective criteria in terms of the amount and the duration of the aid. This will 
enable all interested airlines to offer their services.  

62. Morover, the publicity requirement is satisfied as the Lituanian authorities are 
going to publish annually a supported routes list. 

63. As regards disputes settlement, the Lituanian authorities will set up appeal 
procedure to ensure no discimination in the aid granting.7   

64. Concerning penalties as required by para. 79(l) of the 2005 Guidelines, it should 
be noted that start-up aid will only be paid ex post facto through the mechanism 
of an actual per departing passenger basis. In addition, the implementation of the 
airline’s business plan and the expenditure of specified eligible costs are 
monitored at regular intervals, to ensure compliance with the airlines agreed 
obligations. Start-up aid will only be paid by the RDS if it is satisfied that the 
eligible costs are being expended, that net passenger traffic has been generated 
and as stated will only be paid ex post facto. The Commission concludes that the 
combination of these measures ensures that no public funding is put at risk. 

65. Finally, aid cannot be cumulated with other State aid to cover the same eligible 
costs. Thus, non-cumulation condition is met by the present measure. 

66. Consequently, the Commission considers that the conditions for compatibility as 
set out in the 2005 Guidelines have been satisfied in the present case. 

IV  DECISION 

67. The European Commission has therefore decided not to raise any objections to 
the measure in question on the grounds that the aid is compatible with the 
internal market. 

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/eu_law/state_aids/state_aids_lt.htm 

 

 

 

 

 

Your request should be sent by registered letter or fax to: 

                                                 
7 See para. 36-41 of the present decision.  
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European Commission 
Directorate-General for Competition 
State Aid Greffe 
Rue Josef II 70 
B-1049 Brussels 
Fax No: (+32)(0)22.96.12.42  
 
 
 
 

Yours faithfully, 

For the Commission 

 

 

Joaquin ALMUNIA 

Vice-President 
 


