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(Acts whose publication is obligatory)

COUNCIL REGULATION (EC) No 764/96
of 22 April 1996

amending Regulation (EC) No 1808/95 opening and providing for the

administration of Community tariff quotas bound in GATT for certain

agricultural, industrial and fisheries products and establishing the detailed
provisions for adapting these quotas

THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty establishing the European
Community, and in particular Article 113 thereof,

Having regard to the proposal from the Commission,

Whereas in Regulation (EC) No 1808/95 ("), the Comm-
unity decided to open, each year, within the framework of
the General Agreement on Tariffs and Trade (GATT) and
subject to certain conditions, annual Community tariff
quotas at reduced or zero duty for a certain number of
agricultural, industrial and fisheries products;

Whereas, in accordance with the offer it made within the
United National Conference on Trade and Development
(Unctad) in the light of the special nature of the trade in
jute and coconut-fibre products, the Community intro-
duced tariff preferences in 1971 for such products from
certain developing countries; whereas these preferences
took the form of a gradual reduction in Common
Customs Tariff duties, without quantitative limits, culmi-
nating in the complete suspension of these duties in
1978;

Whereas the new scheme of generalized preferences
applicable since 1 January 1995 provides for the gradua-
tion of duties; whereas this change threatens the continu-
ation and development of traditional trade flows between
the countries supplying the products in question and the
Community; whereas the Community should therefore
open autonomous zero-duty quotas for determined quan-
tities of products manufactured from jute and coconut
fibres for the period from 1 January 1995 to
31 December 1998; whereas, in view of the fact that, for
the year in course, this Regulation will apply only from
1 July, provision should be made for quotas to be opened
from that date to 31 December 1995 for the entire annual
quota volume;

Whereas, in the framework of the negotiations of the
accession of Austria, Finland and Sweden to the European
Union, it was agreed, in order to maintain traditional
trade flows of those countries, to increase by 5 % the

() OJ No L 176, 27. 7. 1995, p. 1.

quotas for the products appearing in Annex IV, parts A
and B, to Regulation (EC) No 1808/95;

Whereas that Regulation should therefore be amended,

HAS ADOPTED THIS REGULATION:

Article 1

Regulation (EC) No 1808/95 is hereby amended as
follows:

1. the title shall be replaced by the following:

‘Council Regulation (EC) No 1808/95 of 24 July
1995 opening and providing for the administra-
tion of Community tariff quotas bound in GATT
and certain other Community quotas for certain
agricultural, industrial and fisheries products
and establishing the detailed provisions for adap-
ting these quotas’;

2. in Article 1, the following paragraph shall be inserted:

‘la.  All Community imports duties on the products
listed in Annex V shall be suspended within the limits
of the quantities and the period laid down with respect
to each of them.;

3. in Article 4 (1), the amounts ‘10 540 000’ and
‘1200 000’ shall be replaced by ‘11067000’ and
‘1 260 000’ respectively;

4, in Annex IV, part B, the amounts ‘2316 000’ and
‘2069 000" appearing in the column headed ‘Quota
volume (ECU) shall be replaced by ‘2432 000" and
2172000 respectively;

5. Annex V appearing in the Annex to this Regulation
shall be added.
Article 2

This Regulation shall enter into force on the day of its
publication in the Official Journal of the European
Communities.

It shall apply from 1 July 1995 to 31 December 1998.
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This Regulation shall be binding in its entirety and directly applicable in all Member
States.

Done at Brussels, 22 April 1996.

For the Council
The President
W. LUCHETTI
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ANNEX

‘ANNEX V

List of Community tariff quotas for products manufactured from jute and coconut (%

Order
number

CN codes

Taric
subdivision

Description of goods

Quota
period

Quota
volume
(tonnes)

Rate of
duty

09.0107

€x

€xX

€x

€x

€x

€x

€x

5310

5607 10 00

5702 39 90

5702 49 90

5702 59 00

570299 00

5703 90 90

5806 39 00

5806 40 00

5905 00 50

"10

*10

"10

"10

*10

" 10

Woven fabrics of jute and other textile bast
fibres of code No 5303

Twine, cordage, ropes and cables, whether
or not plaited or braided, coated, covered or
sheathed with rubber or plastics:

— of jute and other textile bast fibres of
heading No 5303

Carpets and other textile floor coverings,
wove, not tufted or flocked, whether or not
made up, including “Kelem”, “Schumacks”,
“Karamanie” and similar hand-woven rugs:

— floor coverings, of pile construction, not
made up, of jute and other textile bast
fibres of heading No 5303

— floor coverings, of pile construction,
made up, of jute and other textile bast
fibres of heading No 5303

— floor coverings, not of pile construction,
not made up, of jute and other textile
bast fibres of heading No 5303

— floor coverings, not of pile construction,
made up, of jute and other textile bast
fibres of heading No 5303

Carpets and other textile floor coverings,
tufted, whether or not made up:

— Other, of jute and other textile bast
fibres of heading No 5303

Narrow woven fabrics, other than goods of
heading No 5807; narrow fabrics consisting
of warp without weft assembled by means
of an adhesive (bolducs):

— Other, of jute and other textile bast
fibres of heading No 5303

Fabrics consisting of warp without weft
assembled by means of an adhesive
(bolducs), of jute and other textile bast
fibres of heading No 5303

Textile wall coverings:

— Other, of jute and other textile bast
fibres of heading No 5303

from 1 July to
31 December 1995
and from

1 January 1996 to
31 December 1998

68 000

exemption
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Order Taric . Quota Quota Rate of
number CN codes subdivision Description of goods period volume duty

(tonnes)
09.0109 5702 20 00 Floor coverings of coconut fibres from 1 July to 9000 exemption
31 December 1995
and from
1 January 1996 to
31 December 1998
090111 630510 90 Sacks and bags, of a kind used for the | from 1 July to 98 000 exemption
packing of goods: 31 December 1995
— of jute and other textile bast fibres of zlmj(:mflizg 1996 to
heading No 5303, other 31 December 1998

(") Without prejudice to the rules for the interpretation of the combined nomenclature, the description of the goods is deemed purely indicative, tariff treatment being
determined for the purposes of this Annex by the scope of the CN codes. Where a code is preceded by “ex”, tariff treatment is determined both by the scope of the
CN code and by the corresponding description.’
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COMMISSION REGULATION (EC) No 765/96
of 26 April 1996

fixing production refunds on cereals and rice

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EEC) No 1766/92
of 30 June 1992, on the common organization of the
market in cereals ('), as last amended by Regulation (EC)
No 1863/95 (%), and in particular Article 7 (3) thereof,

Having regard to Council Regulation (EEC) No 1418/76
of 21 June 1976 on the common organization of the
market in rice (%), as last amended by Regulation (EC) No
3072/95 (%), and in particular Article 9 (3) thereof,

Having regard to Commission Regulation (EEC) No
1722/93 of 30 June 1993 laying down detailed rules for
the arrangements concerning production refunds in the
cereals and rice sectors (°), as last amended by Regulation
(EC) No 1516/95 (), and in particular Article 3 thereof,

Whereas Regulation (EEC) No 1722/93 establishes the
conditions for granting the production refund; whereas
the basis for the calculation is established in Article 3 of
the said Regulation; whereas the refund thus calculated
must be fixed once a month and may be altered if the
price of maize and/or wheat and/or barley changes signi-
ficantly;

Whereas the production refunds to be fixed in this Regu-
lation should be adjusted by the coefficients listed in the

Annex II to Regulation (EEC) No 1722/93 to establish
the exact amount payable;

Whereas, as a result of the market situation, refunds are
not to be fixed;

Whereas the Management Committee for Cereals has not
delivered an opinion within the time limit set by its
chairman,

HAS ADOPTED THIS REGULATION:

Article 1

1. The refund referred to in Article 3 (2) of Regulation
(EEC) No 1722/93, expressed per tonne of starch
extracted from maize, wheat, potatoes, rice or broken rice,
shall be ECU 0,00 per tonne.

2. The refund referred to in Article 3 (3) of Regulation
(EEC) No 1722/93, expressed per tonne of starch
extracted from barley and oats, shall be ECU 0,00 per
tonne.

Article 2

This Regulation shall enter into force on 1 May 1996.

This Regulation shall be binding in its entirety and directly applicable in all Member

States.

Done at Brussels, 26 April 1996.

N
No L 179, 25. 7. 1995, p. 1.
No L 166, 25. 6. 1976, p. 1.
No L 329, 30. 12. 1995, p. 18.
No L 159, 1. 7. 1993, p. 112.
No L 147, 30. 6. 1995, p. 49.

For the Commission
Franz FISCHLER

Member of the Commission
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COMMISSION REGULATION (EC) No 766/96
of 26 April 199

amending Regulation (EEC) No 391/92 setting the amounts of aid for the supply
of cereals products from the Community to the French overseas departments

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EEC) No 3763/91
of 16 December 1991 introducing specific measures in
respect of certain agricultural products for the benefit of
the French overseas departments ('), as last amended by
Commission Regulation (EC) No 2598/95 (3, and in parti-
cular Article 2 (6) thereof,

Whereas the amounts of aid for the supply of cereals
products to the French overseas departments (FOD) has
been settled by Commission Regulation (EEC) No
391/92 (%), as last amended by Regulation (EC) No
554/96 (*); whereas, as a consequence of the changes of
the rates and prices for cereals products in the European
part of the Community and on the world market, the aid

for supply to the FOD should be set at the amounts given
in the Annex;

Whereas the measures provided for in this Regulation are
in accordance with the opinion of the Management
Committee for Cereals,

HAS ADOPTED THIS REGULATION:

Article 1

The Annex of amended Regulation (EEC) No 391/92 is
replaced by the Annex to the present Regulation.

Article 2

This Regulation shall enter into force on 1 May 1996.

This Regulation shall be binding in its entirety and directly applicable in all Member

States.

Done at Brussels, 26 April 1996.

No L 356, 24. 12. 1991, p. 1.
o L 267, 9. 11. 1995, p. 1.
o L 43, 19. 2. 1992, p. 23.
o L 80, 30. 3. 1996, p. 17.

For the Commission
Franz FISCHLER

Member of the Commission
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ANNEX

to the Commission Regulation of 26 April 1996 amending Regulation (EEC) No 391/92
setting the amounts of aid for the supply of cereals products from the Community to the
French overseas departments

(Ecu/tonnes)
Amount of aid
Product Destination
(CN code)
Guadeloupe Martinique g:;z: Réunion
Common wheat
(1001 90 99) 0,00 0,00 0,00 0,00
Barley .
(1003 00 90) 0,00 0,00 0,00 0,00
Maize
(1005 90 00) 21,00 21,00 21,00 24,00
Durum wheat
(1001 10 00) 0,00 0,00 0,00 0,00
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COMMISSION REGULATION (EC) No 767/96
of 26 April 1996

amending Regulation (EEC) No 1832/92 setting the amounts of aid for the supply
of cereals products from the Community to the Canary Islands

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EEC) No 1601/92
of 15 June 1992 introducing specific measures in respect
of certain agricultural products for the benefit of the
Canary Islands ('), as last amended by Commission Regu-
lation (EC) No 2537/95 (%), and in particular Article 3 (4)
thereof,

Whereas the amounts of aid for the supply of cereals
products to the Canary Islands has been settled by
Commission Regulation (EEC) No 1832/92 (%), as last
amended by Regulation (EC) No 556/96 (*); whereas, as a
consequence of the changes of the rates and prices for
cereals products in the European part of the Community
and on the world market, the aid for supply to the Canary
Islands should be set at the amounts given in the Annex;

Whereas the measures provided for in this Regulation are
in accordance with the opinion of the Management
Committee for Cereals,

HAS ADOPTED THIS REGULATION:

Article 1

The Annex of amended Regulation (EEC) No 1832/92 is
replaced by the Annex to the present Regulation.

Article 2

This Regulation shall enter into force on 1 May 1996.

This Regulation shall be binding in its entirety and directly applicable in all Member

States.

Done at Brussels, 26 April 1996.

() OJ No L 173, 27. 6. 1992, p. 13.
() OJ No L 260, 31. 10. 1995, p. 10.
() OJ No L 185, 4. 7. 1992, p. 26.
() OJ No L 80, 30. 3. 1996, p. 2I.

For the Commission
Franz FISCHLER
Member of the Commission
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ANNEX

to the Commission Regulation of 26 April 1996 amending Regulation (EEC) No 1832/92
setting the amounts of aid for the supply of cereals products from the Community to the
Canary Islands '

(Ecu/tonne)
(g]??:se) Amount of aid
Common wheat (1001 90 99) 0,00
Barley (1003 00 50) 0,00
Maize (1005 90 00) 18,00
Durum wheat (1001 10 00) 0,00
Oats (1004 00 00) 8,00
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COMMISSION REGULATION (EC) No 768/96
of 26 April 1996

amending Regulation (EEC) No 1833/92 setting the amounts of aid for the supply
of cereals products from the Community to the Azores and Madeira

THE COMMISSION OF THE EUROPEAN COMMUNITIES,
Having regard to the Treaty establishing the European

Community,

Having regard to Council Regulation (EEC) No 1600/92
of 15 June 1992 introducing specific measures in respect
of certain agricultural products for the benefit of the
Azores and Madeira ('), as last amended by Commission
Regulation (EC) No 2537/95 (3, and in particular Article
10 thereof,

Whereas the amounts of aid for the supply of cereals
products to the Azores and Madeira has been settled by
Commission Regulation (EEC) No 1833/92(}), as last
amended by Regulation (EC) No 557/96 (*), whereas, as a
consequence of the changes of the rates and prices for
cereals products in the European part of the Community
and on the world market, the aid for supply to the Azores

and Madeira should be set at the amounts given in the
Annex;

Whereas the measures provided for in this Regulation are
in accordance with the opinion of the Management
Committee for Cereals,

HAS ADOPTED THIS REGULATION:

Article 1

The Annex of amended Regulation (EEC) No 1833/92 is
replaced by the Annex to the present Regulation.

Article 2

This Regulation shall enter into force on 1 May 1996.

This Regulation shall be binding in its entirety and directly applicable in all Member

States.

Done at Brussels, 26 April 1996.

() OJ No L 173, 27. 6. 1992, p. L.
() OJ No L 260, 31. 10. 1995, p. 10.
() OJ No L 185, 4. 7. 1992, p. 28.
() OJ No L 80, 30. 3. 1996, p. 23.

For the Commission
Franz FISCHLER
Member of the Commission
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ANNEX

to the Commission Regulation of 26 April 1996 amending Regulation (EEC) No 1833/92
setting the amounts of aid for the supply of cereals products from the Community to the
Azores and Madeira

(Ecu/tonne)
Amount of aid
Product
(CN code) Destination
Azores Madeira
Common wheat (1001 90 99) 0,00 0,00
Barley (1003 00 90) 0,00 0,00
Maize (1005 90 00) 18,00 18,00
Durum wheat (1001 10 00) 0,00 0,00
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COMMISSION REGULATION (EC) No 769/96
of 26 April 1996

amending Regulation (EC) No 1237/95 laying down detailed rules for the
application of the stabilizer to the yields used for the calculation of the
compensatory payments referred to in Regulation (EEC) No 1765/92

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EEC) No 1765/92
of 30 June 1992 establishing a support system for produ-
cers of cerain arable crops ('), as last amended by Regula-
tion (EC) No 2989/95(}), and in particular Article 12
thereof,

Whereas, in order to prevent complicated regionalization
plans from giving rise to real yields which significantly
exceed historical yields, Regulation (EEC) No 1765/92
provides for the adjustment of compensatory payments in
the following marketing year in proportion to the overrun
in the average historical yield resulting from the 1993
regionalization plans, or in the case of Austria, Finland
and Sweden, the plans applied in 1995;

Whereas Commission Regulation (EC) No 1237/95 (%) lays
down the procedure to be followed for ascertaining such
overruns and fixes in particular the historical reference
yields; whereas that list should be supplemented by the
historical yields for Austria, Finland and Sweden; whereas
the historical yield for Brandenburg in Germany must be
adjusted to take account of the incorporation in that
Land of part of Mecklenburg-Western Pomerania;

Whereas the measures provided for in this Regulation are
in accordance with the opinion of the Joint Management
Committee for Cereals, Oils and Fats and Dried Fodder,

HAS ADOPTED THIS REGULATION:

Article 1

The Annex to Regulation (EC) No 1237/95 is hereby
amended as follows:

1. opposite Brandenburg under ‘Germany’, the figure
‘4,52’ t/ha is replaced by ‘4,54 t/ha.

2. ‘Austria’, ‘Sweden’ and ‘Finland’ are added with average
historical yields of ‘5,27, ‘4,02’ and ‘2,82’ t/ha respecti-
vely.

Article 2

This Regulation shall enter into force on the day
following its publication in the Official Journal of the
European Communities.

Article 1 (1) shall apply from the 1994/95 marketing year.

This Regulation shall be binding in its entirety and directly applicable in all Member

States.

Done at Brussels, 26 April 1996.

() OJ No L 181, 1. 7. 1992, p. 12.
() OJ No L 312, 23. 12. 1995, p. S.
3 No L 121, 1. 6. 1995, p. 29.

For the Commission
Franz FISCHLER

Member of the Commission
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COMMISSION REGULATION (EC) No 770/96
of 26 April 1996

amending Regulation (EEC) No 3002/92 laying down common detailed rules for
verifying the use and/or destination of products from intervention

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation No 136/66/EEC of
22 September 1966 on the establishment of a common
organization of the market in oils and fats ('), as last
amended by Regulation (EC) No 3290/94 (%), and in parti-
cular Articles 12 (4) and 26 (3) thereof, and to the corres-
ponding provisions of the other Regulations establishing a
common organization of agricultural product markets,

Whereas Commission Regulation (EEC) No 3002/92 (%),
as last amended by Regulation (EEC) No 1938/93 (%), lays
down common detailed rules notably as to the release of
the security which guarantees the proper use and/or desti-
nation of products from intervention;

Whereas Article 8 (1) of Council Regulation (EEC) No
729/70 () of 21 April 1970 on the financing of the
common agricultural policy, as last amended by Regula-
tion (EC) No 1287/95 (%), requires Member States to take
the measures necessary to recover sums lost as a result of
irregularities in accordance with national provisions laid
down by law, regulation or administrative action;

Whereas in order to ensure equal treatment of sales from
intervention stocks at a reduced price level and compa-
rable schemes which provide for the granting of an aid,
notably export refunds, to ensure equal treatment for
operators in the Member States and to facilitate the reco-
very of economic advantages unduly granted it is appro-
priate to provide for the payment of an amount equal to
the amount of the security unduly released;

Whereas the measures provided for in this Regulation are
in accordance with the opinion of the relevant manage-
ment committees,

() OJ No 172, 30. 9. 1966, p. 3025/66.
() O] No L 349, 31. 12. 1994, p. 105.
() OJ No L 301, 17. 10. 1992, p. 17.
() OJ No L 176, 20. 7. 1993, p. 12.
() O No L 94, 28. 4. 1970, p. 13.

{9 OJ No L 125, 8. 6. 1995, p. 1.

HAS ADOPTED THIS REGULATION:

Article 1

The following Article is inserted in Regulation (EEC) No
3002/92:

‘Article 5a

1.  Where, after the release in whole or in part of
the security referred to in Article §, it is established
that the products in whole or-in part did not reach the
prescribed use and/or destination the competent
authority of the Member State where the security has
been released shall require, in accordance with Article
8 (1) of Regulation (EEC) No 729/70, the operator
concerned to pay an amount equal to the amount of
the security which would have been forfeited if the
failure would have been taken into account before the
release of the security. This amount shall be increased
by interest calculated from the date of release to the
day preceding the date of payment.

The receipt by the competent authority of the amount
referred to in the preceding subparagraph shall consti-
tute the recovery of the economic advantage unduly
granted.

2. The payment shall be made within 30 days from
the day of receipt of the demand for payment.

Whereas the time limit for payment is not met,
Member States may decide that, instead of payment,
the amount to be received shall be deducted from
subsequent payments to the operator concerned.

3. The interest rate shall be calculated in accor-
dance with the provisions of national law but may not
be less than the rate applicable for the recovery of
national amounts.

No interest shall be levied, or at the most an amount
to be determined by the Member State corresponding
to the undue profit, if the release of the security was
an error of the competent authority.

4. Member States may refrain from demanding the
payment referred to in paragraph 1 where the amount
does not exceed ECU 60, provided that, under
national law, such cases are covered by similar rules.
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5.  The amount received in accordance with para-
graph 1 shall be paid to the paying agency which
shall deduct the amounts concerned from the Euro-
pean Agricultural Guidance and Guarantee Fund
(EAGGF) expenditure, without prejudice to Article 7
of Council Regulation (EEC) No 595/91 ().

() OJ No L 67, 14. 3. 1991, p. 11.

Article 2

This Regulation shall enter into force on the seventh day
following its publication in the Official Journal of the
European Communities.

It shall apply to securities given on or after that date.

This Regulation shall be binding in its entirety and directly applicable in all Member

States.

Done at Brussels, 26 April 1996.

For the Commaission
Franz FISCHLER

Member of the Commission
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- COMMISSION REGULATION (EC) No 771/96
of 26 April 1996

fixing the refunds applicable to cereal and rice sector products supplied as
Community and national food aid

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EEC) No 1766/92
of 30 June 1992 on the common organization of the
market in cereals ('), as last amended by Regulation (EC)
No 1863/95 (3, and in particular the third subparagraph
of Article 13 (2) thereof,

Having regard to Council Regulation (EEC) No 1418/76
of 21 June 1976 on the common organization of the
market in rice (°), as last amended by Regulation (EC) No
3072/95 (%), and in particular Article 11 (2) thereof,

Whereas Article 2 of Council Regulation (EEC) No
2681/74 of 21 October 1974 on Community financing of
expenditure incurred in respect of the supply of agricul-
tural products as food aid (%) lays down that the portion of
the expenditure corresponding to the export refunds on
the products in question fixed under Community rules is
to be charged to the Buropean Agricultural Guidance and
Guarantee Fund, Guarantee Section;

Whereas, in order to make it easier to draw up and
manage the budget for Community food aid actions and
to enable the Member States to know the extent of
Community participation in the financing of national
food aid actions, the level of the refunds granted for these
actions should be determined;

Whereas the general and implementing rules provided for
in Article 13 of Regulation (EEC) No 1766/92 and in

Article 17 of Regulation (EEC) No 1418/76 on export
refunds are applicable mutatis mutandis to the above-
mentioned operations;

Whereas the specific criteria to be used for calculating the
export refund on rice are set out in Article 3 of Regula-
tion (EEC) No 1418/76;

Whereas the measures provided for this Regulation are in

accordance with the opinion of the Management
Committee for Cereals,

HAS ADOPTED THIS REGULATION:

Article 1

For Community and national food aid operations under

international agreements or other supplementary

programmes, the refunds applicable to cereals and rice

sector products shall be as set out in the Annex.
Article 2

The refunds fixed in this Regulation shall not be regarded

as refunds varying according to destination.

Article 3

This Regulation shall enter into force on 1 May 1996.

This Regulation shall be binding in its entirety and directly applicable in all Member

States.

Done at Brussels, 26 April 1996.

() OJ No L 181, 1. 7. 1992, p. 21.
() OJ No L 179, 29. 7. 1995, p. 1.
() OJ No L 166, 25. 6. 1976, p. 1.

() OJ No L 329, 30. 12. 1995, p. 18.
() OJ No L 288, 25. 10. 1974, p. 1.

For the Commission
Franz FISCHLER

Member of the Commission
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to the Commission Regulation of 26 April 1996 fixing the refunds applicable to cereal and rice
sector products supplied as Community and national food aid

ANNEX

(ECU/tonne)

Product code Refund
1001 10 00 400 0,00
1001 90 99 000 0,00
1002 00 00 000 30,00
1003 00 90 000 0,00
1004 00 00 400 5,00
1005 90 00 000 15,00
1006 20 92 000 257,00
1006 20 94 000 257,00
1006 30 42 000 321,00
1006 30 44 000 321,00
1006 30 92 100 321,00
1006 30 92 900 321,00
1006 30 94 100 321,00
1006 30 94 900 321,00
1006 30 96 100 321,00
1006 30 96 900 321,00
1006 30 98 100 321,00
1006 30 98 900 321,00
1006 40 00 000 —_
1007 00 90 000 15,00
1101 00 15100 0,00
11010015130 0,00
1102 20 10 200 7,00
1102 20 10 400 6,00
1102 30 00 000 —
110290 10 100 0,00
1103 11 10 200 0,00
1103 11 90 200 0,00
11031310 100 9,00
1103 14 00 000 —
11041290 100 10,00
1104 21 50 100 0,00

NB: The product codes and the footnotes are defined in
Commission Regulation (EEC) No 3846/87 (O] No L 366,
24. 12. 1987, p. 1), amended.
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COMMISSION REGULATION (EC) No 772/96
of 26 April 1996

fixing the export refunds on rice and broken rice

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EEC) No 1418/76
of 21 June 1976 on the common organization of the
market in rice ('), as last amended by Regulation (EC) No
3072/95 (3, and in particular the second subparagraph of
Atticle 14 (3) thereof,

Whereas Article 14 of Regulation (EEC) No 1418/76
provides that the difference between quotations or prices
on the world market for the products listed in Article 1 of
that Regulation and prices for those products within the
Community may be covered by an export refund;

Whereas Article 14 (4) of Regulation (EEC) No 1418/76,
provides that when refunds are being fixed account must
be taken of the existing situation and the future trend
with regard to prices and availabilities of rice and broken
rice on the Community market on the one hand and
prices for rice and broken rice on the world market on
the other; whereas the same Article provides that it is also
important to ensure equilibrium and the natural develop-
ment of prices and trade on the rice market and, further-
more, to take into account the economic aspect of the
proposed exports and the need to avoid disturbances of
the Community market;

Whereas export possibilities exist for a quantity of 1 200
tonnes of rice to certain destinations; whereas the proce-
dure laid down in Article 7 (4) of Commission Regulation
(EC) No 1162/95 (%), as last amended by Regulation (EC)
No 285/96 (%) should be used; whereas account should be
taken of this when the refunds are fixed;

Whereas Commission Regulation (EEC) No 1361/76 (%)
lays down the maximum percentage of broken rice
allowed in rice for which an export refund is fixed and
specifies the percentage by which that refund is to be
reduced where the proportion of broken rice in the rice
exported exceeds that maximum;

Whereas Article 14 (5) of Regulation (EEC) No 1418/76
defines the specific criteria to be taken into account when

() OJ No L 166, 25. 6. 1976, p. 1.
() O] No L 329, 30. 12. 1995, p. 18.
() O] No L 117, 24. 5. 1995, p. 2.
() OJ No L 37, 15. 2. 1996, p. 18.
() OJ No L 154, 15. 6. 1976, p. 11.

the export refund on rice and broken rice is being calcu-
lated;

Whereas the world market situation or the specific requi-
rements of certain markets may make it necessary to vary
the refund for certain products according to destination;

Whereas a separate refund should be fixed for packaged
long grain rice to accommodate current demand for the
product on certain markets;

Whereas the refund must be fixed at least once a month;
whereas it may be altered in the intervening period;

Whereas it follows from applying these rules and criteria
to the present situation on the market in rice and in
particular to quotations or prices for rice and broken rice
within the Community and on the world market, that the
refund should be fixed as set out in the Annex hereto;

Whereas Council Regulation (EEC) No 990/93 (5), as
amended by Regulation (EC) No 1380/95 ('), prohibits
trade between the European Community and the Federal
Republic of Yugoslavia (Serbia and Montenegro);, whereas
this prohibition does not apply in certain situations as
comprehensively listed in Articles 2, 4, 5 and 7 thereof
and in Council Regulation (EC) No 462/96 (*); whereas
account should be taken of this fact when fixing the
refunds;

Whereas the measures provided for in this Regulation are
in accordance with the opinion of the Management
Committee for Cereals,

HAS ADOPTED THIS REGULATION:

Article 1

The export refunds on the products listed in Article 1 of
Regulation (EEC) No 1418/76 with the exception of those
listed in paragraph 1 (c) of that Article, exported in the
natural state, shall be as set out in the Annex hereto.

Article 2
This Regulation shall enter into force on 1 May 1996.

() OJ No L 102, 28. 4. 1993, p. 14.
() OJ No L 138, 21. 6. 1995, p. 1.
() OJ No L 65, 15. 3. 1996, p. 1.
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This Regulation shall be binding in its entirety and directly applicable in all Member
States.

Done at Brussels, 26 April 1996.
For the Commission
Franz FISCHLER
Member of the Commission

ANNEX

to the Commission Regulation of 26 April 1996 fixing the export refunds on rice and
broken rice

(ECU/ tonne) (ECU/ tonne)
Product code Destination (') ofAr:?S:Est ) Product code Destination (') of Argfl\(:::ljst ®
1006 20 11 000 01 244,00 1006 30 65 100 01 305,00
02 311,00
1006 20 13 000 01 244,00 ,
03 316,00
1006 20 15 000 01 244,00 04 305,00
1006 20 17 000 — — 1006 30 65 900 01 305,00
1006 20 92 000 01 244,00 04 305,00
1006 20 94 000 01 244,00 1006 30 67 100 — —
1006 20 96 000 01 244,00 iggz ;‘g ;Z f gg o 500
1006 20 98 000 — — 02 311,00
1006 30 21 000 01 244,00 03 316,00
1006 30 23 000 01 244,00 04 305,00
1006 30 92 900 01 305,00
1006 30 25 000 01 244,00 ;
04 305,00
1006 30 27 000 — — 05 294,00 ()
1006 30 42 000 01 244,00 1006 30 94 100 01 305,00
1006 30 44 000 01 244,00 8; 311,00
316,00
1006 30 46 000 01 244,00 04 305,00
1006 30 48 000 - — 1006 30 94 900 01 305,00
1006 30 61 100 01 305,00 04 305,00
02 311,00 05 294,00 ()
03 316,00 1006 30 96 100 01 305,00
04 305,00 02 311,00
1006 30 61 900 01 305,00 03 316,00
04 305,00 04 305,00
1006 30 63 100 01 305,00 1006 30 96 900 01 305,00
03 316,00 05 294,00 ()
04 305,00 1006 30 98 100 —_ —-
1006 30 63 500 01 305,00 1006 30 98 900 - -
04 305,00 1006 40 00 000 — —

(') The destinations are identified as follows:
01 Liechtenstein, Switzerland, the communes of Livigno and Campione d’ltalia,
02 Zones I, II, III, VI, Ceuta and Melilla,
03 Zones IV, V, VII (c), Canada and Zone VIII excluding Surinam, Guyana and Madagascar,
04 Destinations mentioned in Article 34 of amended Commission Regulation (EEC) No 3665/87,
05 Georgia.

(® Refunds on exports to the Federal Republic of Yugoslavia (Serbia and Montenegro) may be granted only where the conditions laid down in amended

Regulation (EEC) No 990/93 and Regulation (EC) No 462/96 are observed.

() Refund fixed under the procedure laid down in Article 7 (4) of amended Regulation (EC) No 1162/95 in respect of a quantity of 1 200 tonnes of rice for

export to Georgia.

NB: The zones are those defined in the Annex to amended Commission Regulation (EEC) No 2145/92.
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COMMISSION REGULATION (EC) No 773/96
of 26 April 199

laying down special measures derogating from Regulations (EEC) No 3665/87,
(EEC) No 3719/88 and (EEC) No 1964/82 in the beef and veal sector

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EEC) No 805/68 of
27 June 1968 on the common organization of the market
in beef and veal ('), as last amended by Commission
Regulation (EC) 2417/95 (%, and in particular Article 13
(12) thereof,

Whereas Council Regulation (EEC) No 565/80 (), as
amended by Regulation (EEC) No 2026/83 (%), lays down
general rules for the advance payment of export refunds
on agricultural products;

Whereas Commission Regulation (EEC) No 3665/87 (%),
as last amended by Regulation (EC) No 1384/95 (%), lays
down common detailed rules for the application of the
system of export refunds on agricultural products;

Whereas Commission Regulation (EEC) No 3719/88 (),
as last amended by Regulation (EC) No 2137/95 (%), lays
down common detailed rules for the application of the
system of import and export licences and advance fixing
certificates for agricultural products;

Whereas Commission Regulation (EC) No 1445/95 (%), as
last amended by Regulation (EC) No 2856/95 (%), lays
down the rules of application for import and export
licences in the beef and veal sector;

Whereas Commission Regulation (EEC) No 1964/82 (),
as amended by Regulation (EEC) No 3169/87 ('3, lays
down the conditions for granting special export refunds
on certain cuts of boned meat of bovine animals;

Whereas Commission Decision 96/239/EC of 27 March
1996 on emergency measures to protect against bovine
spongiform encephalopathy (**), #nter alia, prohibits

() OJ No L 148, 28. 6. 1968, p. 24.
() OJ No L 248, 14. 10. 1995, p. 39.
() O] No L 62, 7. 3. 1980, p. 5.

() O] No L 199, 22. 7. 1983, p. 12.
() OJ No L 351, 14. 12. 1987, p. 1.
(% O] No L 134, 20. 6. 1995, p. 14.
() O] No L 331, 2. 12. 1988, p. 1.
() O] No L 214, 8. 9. 1995, p. 21.

% O] No L 143, 27. 6. 1995, p. 35.
%) O] No L 299, 12. 12. 1995, p. 10.
) O] No L 212, 21. 7. 1982, p. 48.
1) O] No L 301, 24. 10. 1987, p. 21.
%) OJ No L 78, 28. 3. 1996, p. 47.

exports of meat of bovine animals to third countries from
the United Kingdom; whereas, furthermore, the health
measures adopted by the authorities of certain third coun-
tries against Community exports of meat of bovine
animals are having serious economic effects on
Community exporters; whereas the resulting situation has
seriously affected the possibilities of exporting under the
conditions laid down by Regulations (EEC) No 565/80,
(EEC) No 3665/87, (EEC) No 3719/88 and (EEC) No
1964/82;

Whereas, therefore, these negative consequences should
be limited by adopting special measures and extending
certain of the deadlines laid down by the rules on refunds
in order to permit the regularization of export operations
which have not been completed because of the circum-
stances described;

Whereas the measures provided for in this Regulation are
in accordance with the opinion of the Management
Committee for Beef and Veal,

HAS ADOPTED THIS REGULATION:

Article 1

This Regulation shall apply to the products referred to in
Article 1 (1) of Regulation (EEC) No 805/68.

Article 2

At the request of the holder, the validity of export
licences issued under Regulation (EC) No 1445/95 which
are still valid on 31 March 1996 shall be extended to 31
May 1996.

For licences issued under Article 10 (5) of the above-
mentioned Regulation, however, that extension shall only
apply to licences issued between 14 and 31 March 1996.

Article 3

The reduction of 20 % referred to in the second indent of
Article 20 (3) (b) and the increases of 15 % and 20 %
referred to in Article 23 (1) and the second subparagraph
of Article 33 (1) respectively of Regulation (EEC) No
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3665/87 shall not apply to exports carried out under
licences issued by 31 March 1996, provided that the
customs formalities for release for consumption in the
third country concerned were carried out after 20 March

1996.

Article 4

1. At the request of the exporter, for products for
which by 31 March 1996:

— customs export formalities were completed but which
were released back into free circulation in the United
Kingdom because of health measures adopted by a
third country, the exporter shall repay any refund paid
in advance and the securities relating to the operations
shall be released,

— customs export formalities were completed in the
United Kingdom but which have not yet left the
customs territory of the Community, the export decla-
ration and the export licence shall be cancelled, the
exporter shall repay any refund paid in advance and
the securities relating to the operations shall be
released.

2. At the request of the exporter, for products placed
under one of the arrangements referred to in Articles 4
and 5 of Regulation (EEC) No 565/80 in the United
Kingdom by 31 March 1996 but which are not covered by
an export declaration, the export licence shall be
cancelled, the exporter shall repay the refund paid in
advance and the securities lodged shall be released.

3. Notwithstanding the first paragraph of Article 6 of
Regulation (EEC) No 1964/82, where the total quantity of
the boned meat was not exported by 31 March 1996,
paragraph 2 shall apply to those quantities not covered by
an export declaration in the United Kingdom. The
exporter shall retain the right to the refund for the quan-
tities covered by an export declaration and released for
consumption in a third country.

4.  Every Thursday, the United Kingdom shall notify
the quantities of products to which the measures referred
to in paragraphs 1, 2 and 3 were applied during the
previous week, indicating the date of issue of the licences,

the category concerned and the country of destination
indicated on the licence.

Article 5

1. At the request of the exporter, for products for
which customs export formalities were completed or
which were placed under one of the arrangements
referred to in Articles 4 and 5 of Regulation (EEC) No
565/80 in a Member State other than the United
Kingdom by 31 March 1996, the period of sixty days
referred to in Article 30 (1) (b) (i) of Regulation (EEC) No
3719/88 and Articles 4 (1) and 32 (1) of Regulation (EEC)
No 3665/87 shall be increased to 120 days.

2. Products for which customs export formalities were
completed in a Member State other than the United
Kingdom by 31 March 1996 may, before reaching their
final destination, be reintroduced into the customs terri-
tory of the Community and placed under suspension
arrangements in a free zone or free warehouse for sixty
days without losing the right to payment of the refund.

3. At the request of the exporter, for meat originating
in the United Kingdom which has not yet left the
customs territory of the Community and for which
customs export formalities were completed in a Member
State other than the United Kingdom by 31 March 1996,
the export declaration and the export licence shall be
cancelled. The exporter shall repay any refund paid in
advance and the securities relating to the operations
concerned shall be released.

4.  Every Thursday, Member States other than the
United Kingdom shall notify the quantities of products to
which the measure referred to in paragraph 3 was applied
during the previous week, indicating the date of issue of
the licences, the category concerned and the country of
destination indicated on the licence.

Article 6

This Regulation shall enter into force on the day follo-
wing its publication in the Official Journal of the Euro-
pean Communities.

It shall apply from 31 March 1996.

This Regulation shall be binding in its entirety and directly applicable in all Member

States.

Done at Brussels, 26 April 1996.

For the Commission
Franz FISCHLER

Member of the Commission
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COMMISSION REGULATION (EC) No 774/96
of 26 April 1996

amending Commission Regulation (EC) No 716/96 adopting exceptional
measures for the beef market in the United Kingdom

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EEC) No 805/68 of
27 June 1968 on the common organization of the market
in beef and veal ("), as last amended by Commission
Regulation (EC) No 2417/95 (3, and in particular Article
23 thereof,

Whereas Commission Regulation (EC) No 716/96 ()
provided for the payment by the United Kingdom
competent authority of ECU 1 per kilogram liveweight in
respect of bovine animals aged more than 30 months
purchased by it under that Regulation; whereas such
expenditure is co-financed by the Community; whereas
however, the United Kingdom should be authorized, at its
own expense, to make supplementary payments in respect
of bovine animals particularly affected by the measure;

Whereas, by mistake, the English version of the text of
Regulation (EC) No 716/96 does not correspond to that
presented for the opinion of the Management Committee;
whereas this mistake should be corrected;

Whereas the Management Committee for Beef and Veal
has not delivered an opinion within the time limit set by
its chairman,

HAS ADOPTED THIS REGULATION:

Article 1
In Regulation (EC) No 716/96:
1. Article 1 (2) is replaced by the following:
2. The animals referred to in paragraph 1 shall be
killed in specially designated slaughterhouses, the
heads, internal organs and carcases shall be perma-
nently stained. The stained material shall be trans-
ported in sealed containers to specially authorized inci-
neration or rendering plants, where it shall be
processed and then destroyed. No part of the above-
mentioned animals may enter into the human food or
animal feed chains or be used for cosmetic or pharma-
ceutical products. A representative of the United
Kingdom competent authority shall be permanently

present in the slaughterhouse referred to above in

order to supervise the operations in question.

Notwithstanding the first subparagraph:

— the United Kingdom competent authority may
allow the on-farm slaughter of an animal where
existing animal welfare practice would require this,

— the hides of the animals referred to in paragraph 1
do not have to be stained or destroyed provided
that they have been treated in such a way that they
can only be used for leather production.

2. Article 2 is replaced by the following:
Article 2

1. The price to be paid to producers or their agents
by the United Kingdom competent authority under
Article 1 (1) shall be ECU 1 per kilogram liveweight.

The Community shall co-finance the expenditure
incurred by the United Kingdom for the purchases
referred to under Article 1 (1) at a rate ECU 392 per
purchased animal which has been destroyed in accor-
dance with the provisions of Article 1.

2. Notwithstanding paragraph 1, the United
Kingdom competent authority is authorized to pay a
supplementary amount in respect of bovine animals
purchased under this scheme which the United
Kingdom considers merit an additional payment. The
Community shall not co-finance such expenditure.
The supplementary amount referred to in the first
subparagraph shall be limited to the amount necessary
to compensate the difference between ECU 1 per kilo-
gram liveweight and the market value of the animal
concerned.

3. The conversion rate to be applied shall be the
agricultural rate in force on the first day of the month
of purchase of the animal in question.

Article 2

This Regulation shall enter into force on the day of its
publication in the Official jJournal of the European
Communities.

It shall be applicable from 29 April 1996.

This Regulation shall be binding in its entirety and directly applicable in all Member

States.
Done at Brussels, 26 April 1996.

) o L 148, 28. 6. 1968, p. 24.
() OJ No L 248, 14. 10. 1995, p. 39.
() OJ No L 99, 20. 4. 1996, p. 14.

For the Commission
Franz FISCHLER

Member of the Commission
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COMMISSION REGULATION (EC) No 775/96
of 26 April 1996

establishing the standard import values for determining the entry price of
certain fruit and vegetables

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Commission Regulation (EC) No
3223/94 of 21 December 1994 on detailed rules for the
application of the import arrangements for fruit and vege-
tables ('), as last amended by Regulation (EC) No
2933/95 (3, and in particular Article 4 (1) thereof,

Having regard to Council Regulation (EEC) No 3813/92
of 28 December 1992 on the unit of account and the
conversion rates to be applied for the purposes of the
common agricultural policy (), as last amended by Regu-
lation (EC) No 150/95 (%), and in particular Article 3 (3)
thereof,

Whereas Regulation (EC) No 3223/94 lays down,
pursuant to the outcome of the Uruguay Round multila-
teral trade negotiations, the criteria whereby the Commis-

sion fixes the standard values for imports from third
countries, in respect of the products and periods stipu-
lated in the Annex thereto;

Whereas, in compliance with the above criteria, the stan-
dard import values must be fixed at the levels set out in
the Annex to this Regulation,

HAS ADOPTED THIS REGULATION:

Article 1

The standard import values referred to in Article 4 of
Regulation (EC) No 3223/94 shall be fixed as indicated in
the Annex hereto. .

Article 2
This Regulation shall enter into force on 27 April 1996.

This Regulation shall be binding in its entirety and directly applicable in all Member

States.

Done at Brussels, 26 April 1996.

() OJ No L 337, 24. 12. 1994, p. 66.
() OJ No L 307, 20. 12. 1995, p. 21.
() OF No L 387, 31. 12. 1992, p. 1.
() OJ No L 22, 31. 1. 1995, p. 1.

For the Commission
Franz FISCHLER

Member of the Commission
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to the Commission Regulation of 26 April 1996 establishing the standard import values for
determining the entry price of certain fruit and vegetables

ANNEX

(ECU/100 kg)

(ECU/100 kg)

CN code Thi:(i)dcéo(l'x;try Stands:::uimpon CN code Thidedcco(tlx)ntry Smndi:iluimport

0702 00 20 052 97,0 0805 30 20 052 1306
060 80,2 204 88,8

064 596 220 74,0

066 417 388 87,2

068 62,3 400 66,7

204 952 512 54,8

208 44,0 520 66,5

212 97,5 524 100,8

624 119,2 528 749

999 77,4 600 69,7

0707 00 15 052 97,0 624 oL,1
053 1362 0808 10 61, 0808 10 63 ”? "

10 61, ,

060 61,0 0808 10 69 052 64,0

066 5338 064 756

068 69,1 284 75,5

204 144,3 388 7.9

624 87.1 400 74,5

999 95,5 404 654

0709 10 10 220 120,3 416 727
999 120,3 508 933

0709 90 75 052 72,5 512 723
204 775 524 83,2

412 54,2 528 75,0

624 1519 624 86,5

999 89,0 728 107,3

08051011, 08051015, 800 78,0
080510 19 052 559 804 1057
204 409 999 80,3

208 38,0 0808 20 37 039 90,4

212 71,7 052 138,2

220 53,3 064 72,5

388 40,5 388 637

400 39,9 400 79,6

436 416 512 66,8

448 38,9 528 756

528 536 624 79,0

600 46,4 728 1154

624 472 800 558

625 36,7 804 1129

999 48,0 999 86,4

(') Country nomenclature as fixed by Commission Regulation (EC) No 3079/94 (O] No L 325, 17. 12. 1994, p. 17). Code ‘999’ stands for ‘of other origin’.
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COMMISSION REGULATION (EC) No 776/96
of 26 April 1996

on the issuing of export licences for fruit and vegetables with advance fixing of
the refund

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Commission Regulation (EC) No
1488/95 of 28 June 1955 on implementing rules for
export refunds on fruit and vegetables ('), as last amended
by Regulation (EC) No 2702/95(3), and in particular
Article 4 (1) thereof,

Whereas Commission Regulation (EC) No 1489/95 (%), as
last amended by Regulation (EC) No 623/96 (*), specifies
the quantities which may be covered by applications
submitted for export licences with advance fixing of the
refund other than those applied for in connection with
food aid;

Whereas Article 4 of Regulation (EC) No 1488/95 lays
down the conditions under which special measures may
be taken by the Commission to prevent an overrun in the
quantities for which export licence applications may be
submitted;

Whereas, in view of the information available to the
Commission as of today, the quantities of 13 095 tonnes
of tomatoes, 10 547 tonnes of oranges, 10 885 tonnes of
lemons, 4999 tonnes of apples and 1054 tonnes of
peaches and nectarines in Annex I to Regulation (EC) No
1489/95, reduced or increased by the quantities referred
to in Article 4 (1) of Regulation (EC) No 1488/95, would
be exceeded if licences were issued with advanced fixing

of refunds without restriction in response to applications
submitted since 24 April 1996; whereas a reducing factor
should, accordingly, be applied to the quantities of toma-
toes, oranges, lemons, apples and peaches and nectarines
applied for on 24 April 1996, and applications for export
licences with advance fixing of refunds submitted subse-
quently with a view to such licences being issued during
the current period should be rejected,

HAS ADOPTED THIS REGULATION:

Article 1

Export licences with advance fixing of the refund for
tomatoes, oranges, lemons, apples and peaches and necta-
rines for which applications are submitted on 24 April
1996 pursuant to Article 1 of Regulation (EC) No 1489/95
shall be issued for 2,79 %, 0,67 %, 0,81 %, 0,94 %, and
4,05 % respectively of the quantities applied for tomatoes,
oranges, lemons, apples and peaches and nectarines.

Applications for export licences with advance fixing of
the refund for the above products submitted after 24 April
1996 and before 24 June 1996 shall be rejected.

Article 2

This Regulation shall enter into force on 27 April 1996.

This Regulation shall be binding in its entirety and directly applicable in all Member

States.

Done at Brussels, 26 April 1996.

For the Commission
Franz FISCHLER

Member of the Commission

() OJ No L 145, 29. 6. 1995, p. 68.
() O] No L 280, 23. 11. 1995, p. 30.
() O] No L 145, 29. 6. 1995, p. 75.
) OJ No L 89, 10. 4. 1996, p. 11.



27. 4. 96

Official Journal of the European Communities

No L 104/25

(Acts whose publication is not obligatory)

COMMISSION

COMMISSION DECISION
of 31 January 1996
concerning the recapitalization of the Iberia company

(Only the Spanish text is authentic)

(Text with EEA relevance)

(96/278/EC)

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community, and in particular the first subparagraph of
Article 93 (2) thereof,

Having regard to the Agreement establishing the Euro-
pean Economic Area, and in particular point (a) of Article
62 (1) thereof,

Having, in accordance with the provisions of the above-
mentioned Articles, given notice to the parties concerned
to submit their comments and having regard to those
comments,

Whereas:

THE FACTS

I

The company Iberia Lineas Aéreas Espafiolas (Iberia LAE,
hereinafter referred to as ‘Iberia’), which carried 13,6
million passengers in 1993, is by far the largest airline in
Spain. It is controlled by the State holding-company
Teneo which owns 99,85 % of the company’s shares. In
addition to Iberia itself, there are the subsidiary airlines
Aviaco, Viva and Binter which specialize in charter flights
or operate on particular routes. At the end of 1993 Iberia
employed 24 500 people and the four companies of
Iberia, Aviaco, Viva and Binter owned a fleet of 177
aircraft (120 for Iberia alone).

With a turnover of US$ 3,316 billion in 1993, Iberia
occupies a mid-way position among European national
airlines. The company network covers Spain and Europe,
the Middle and Far East, North America and, above all,
Latin America. Since the end of the 1980s Iberia has also
acquired sizeable holdings in South American airlines:
Viasa (45 %), Ladeco (35 %) and above all Aerolineas
Argentinas (hereinafter referred to as ‘Arsa’) and its subsi-
diary Austral. Iberia holds 30 % of the shares of Arsa and
all the capital of the Argentine holding-company Inter-
invest, which in turn owns 53,35 % of the shares of Arsa.
On a par with Air France and Lufthansa, it also holds
29,2 % of the capital of the Amadeus computerized reser-
vation system.

In 1992 the Iberia group benefited from a State aid
measure in the form of an injection of capital of Pta 120
billion, accompanied by a complete programme of
restructuring and investment entitled ‘Strategic plan of
the Iberia Group 1992-96’ (hereinafter referred to as ‘the
strategic plan’). The strategic plan was ambitious in terms
of the growth and development of Iberia. It was based on
a good general upturn in traffic after the dramatic drop in
activity witnessed in 1991 as a result of the Gulf War. In
addition to increasing the market share held by Iberia it
provided principally for the renewal of and increase in the
company’s fleet and facilities; a reduction in personnel
and better productivity; and the development of company
activities, in particular towards Latin America, where
Iberia had invested heavily between 1989 and 1991. The
injection of capital was also designed to reestablish the
ratio of debt to equity which had deteriorated appreciably.
The return to profit was anticipated as from 1992.
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This injection of capital of Pta 120 billion and the corres-
ponding strategic plan were notified to the Commission
in February 1992. By Decision of 22 July, as submited to
the Spanish authorities on 5 August 1992, the Commis-
sion accepted the aid subject to compliance with the
following several conditions, which referred to the
commitments made in this context by the Spanish
Government. One of the conditions was that the aid
should be the last during the strategic plan: 92 ayuda
serd la dltima inyeccion de capital en forma de ayuda
(aumento del capital o cualquier otra forma de ayuda)
procedente de fondos piiblicos para la duracidn del
programa (1989-96).

In actual fact, the 1992 strategic plan was hard hit by the
crisis in the air transport sector which started with the
Gulf War and continued in 1992 and 1993 as a result of
the economic recession. While the strategic plan provided
for an increase in turnover of 19 % in 1992 and 13 % in
1993 at current prices, the actual increase was 10,6 % and
4 % respectively. This shortfall was due to an overestima-
tion of the growth of traffic, which had to be corrected by
a reduction in seat-kilometre supply, low seat-occupancy
levels (66,5 % in 1992 and 1993 as against the anticipated
67,3 % and 69,1 % respectively) and above all a substan-
tial drop in receipts per passenger-kilometre, which fell in
1992 and 1993 by 9,3 % compared with 1991,

Faced with the crisis of 1992 and 1993, Iberia reduced its
seat supply and investments against the forecast levels and
lowered its costs by more than had been provided for,
whilst improving its productivity in line with the strategic
plan. Here, in addition to lowering the number of
employees, efforts centred on ground-handling services
and aircraft maintenance, company organization, impro-
ving customer services, renovating the fleet and switching
freight transport to aircraft which do not carry solely
cargo. In terms of inputs, the Iberia Group attained the
productivity objectives it had set itself with, in 1993, a
ratio of almost 1,5 million seat-kilometres supplied per
employee, or an increase of 24 % on 1991. However,
Iberia’s productivity measured in terms of seat-kilometres
supplied per employee or in passenger-kilometres carried
per employee remained somewhat lower than that of its
main European competitors in 1993.

In terms of personnel, the Group had 5000 fewer on 31
December 1993 than in 1991, representing a reduction in
staff of 2066 more than had been planned.. Iberia also
reduced its supply in terms of seat-kilometres, which
increased by only 3,6 % against the average increase for
European carriers of 21,4 %. Together with low seat-
occupation levels, these figures reflect a significant reduc-

tion of market shares for the company. Iberia also revised
its fleet forecasts downwards, abandoning the target of
maintaining at 120 the number of aircraft in operation up
to 1996, making increasing use of leasing, and cancelling
several orders in 1994. Altogether, investment expenditure
amounted to Pta 40 and 22,3 million respectively in 1993
and 1994 instead of the Pta 70,5 and 100,5 billion initially
envisaged.

Despite these efforts, and because of the drop in receipts
per passenger-kilometre and the associated inadequacy of
the cost-cutting exercise, the company’s operating result
(before financing costs and exceptional losses) remained
heavily negative in 1992 and 1993, the acumulated opera-
ting deficit reaching Pta 28,9 billion over those two years,
ie. 3,3 % of turnover. Thanks to the efforts made over the
past two years and the improvement in general and
sectoral business activity, the operating results nonetheless
showed a surplus of Pta 6 billion in 1994.

Iberia’s net results over that same period were more nega-
tive than their operating results, with figures of Pta -35
billion, -70 billion and -41,5 billion respectively in 1992,
1993 and 1994 due to the scale of financing costs (of the
order of Pta 20 billion annually) and, above all, the excep-
tional losses resulting from its holdings in Latin America.
In 1992 and 1993, for example, these accumulated losses
alone, which resulted essentially from problems encoun-
tered in the process of privatizing Aerolineas Argentinas,
amounted to Pta 54,2 billion.

The cumulative losses have led to a marked worsening of
the company’s balance-sheet structure despite the Pta 120
billion capital injection it received in 1992. The ratio of
debt to equity was thus 4,99 at the end of 1993 and 14,72
at the end of 1994. Without a fresh injection of capital
Iberia’s equity have probably become negative in 199S.
The worsening structure of the liabilities side of Iberia’s
balance sheet, characterized by excessive indebtedness, is
reflected by a sharp increase in financing costs: the finan-
cial result (plus interest accrued, minus interest paid) was
negative to the tune of some Pta 24 billion in 1994, or
5,51 % of turnover.

To sum up, Iberia was in a very delicate position at the
end of 1994. The company urgently needed fresh capital
to meet the repayment of debt deadlines and to restore an
acceptable balance-sheet structure, although this would be
pointless if it were not accompanied by substantial
restructuring of its activities. In this respect, apart from
the losses on investments in Latin America, the size of
the operating losses in 1992 and 1993 was worrying even
if the positive result in 1994 bore witness to an undeni-
able recovery.
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It is against this backcloth that the Spanish authorities
have submitted to the Commission a new recovery plan
for Iberia, accompanied by a fresh increase in capital.

11

By letter of 23 December 1994 the Spanish authorities
notified to the Commission, pursuant to Article 93 (3) of
the EC Treaty, a programme of measures designed to
adapt Iberia to the new comeptitive environment
(Programma de Medidas de Adaptaciéon de Iberia al
Nuevo Entorno Competitivo’, herinafter referred to as ‘the
adaptation programme’). The programme is accompanied
by a Pta 130 billion capital injection. This will not come
direct from the Spanish State but from the State holding-
company Teneo, the majority shareholder in Iberia. Noti-
fication was recorded at the Commission Secretariat-
General on 23 December 1994, under No N 774/94.

On 3 January 1995 the Spanish authorities supplemented
their notification by sending the Commission Iberia’s
accounts for 1992 and 1993, a note from the Spanish
Minister of Transport on the liberalization of air transport
in Spain and a declaration to the effect that the nation-
ality clause previously contained in Article 5 of Iberia’s
atticles of association had been deleted. The Spanish
authorities also indicated that they would shortly be
sending the Commission a slightly amended version of
the programme notified on 23 December 1994.

On 20 January 1995 the Spanish Government duly trans-
mitted to the Commission the final version of the
programme, which was registered on 26 January. This
new version contains only minor changes to the previous
one. It also provides for an increase in capital of Pta 130
billion.

The programme notified by Iberia to the Commission,
which was drawn up with the help of a reputable inter-
national firm of consultants, involves solely Iberia LAE
and not the whole Group. The aim is to adapt the
company to the new competitive context of lower receipts
per passenger-kilometre and to guarantee its viability in
the short term. It runs over two years, through to 1996, is
accompanied by financial projections through to 1997,
and includes a management and a financial plan.

The management component of the programme is based
on an analysis of the markets in which Iberia will remain
operative by consolidating its positions — that is to say,
mainly the domestic Spanish market, routes between
Spain and Europe and routes between Europe and Latin
America. In its programme notified at the end of 1994
and at the beginning of 1995 Iberia takes the view that

the outlook is now good on the market between Europe

and Latin America and it thus plans to keep its entire

Latin American strategy, which has meant a certain
amount of extra investment, especially, in 1994, an
increase in its holding in Aerolineas Argentinas from
30 % to 83,35 % following the reduction in the participa-
tion of the Argentine State. It will also continue to
operate flights to and from North America and the Far
East. Only a number of loss-making routes in Europe will
be closed down.

Iberia’s turnover has been calculated on an annual basis
up to 1996, taking account of the growth prospects for
each market based on data from the IATA (Intenational
Air Transport Association) and the AEA (Association of
European Airlines), Iberia’s likely market shares (which
are forecast to decline overall over the period), its seat-
occupancy factor (forecast to rise slightly) and its receipts
per passenger-kilometre (forecast to fall). Thus, Iberia’s
total supply measured in seat-kilometres should, after the
drop already recorded in 1993, fall from 36,790 billion in
1993 to 33,709 billion in 1994 before rising to 33,858
billion in 1996. Similar estimates have been made for
receipts from freight (forecast to rise), ground-handling
services (forecast to fall in real terms) and maintenance
(forecast to fall).

The programme is based on a more prudent and less
expansionist strategy than the 1992 strategic plan.
Whereas the plan had anticipated satisfactory growth in
traffic, especially towards Latin America, and receipts
exceeding the increase in costs, the programme notified at
the beginning of 1995 is built principally, to guarantee
the viability of the company, on a drop in costs and only
slightly greater business activity. Since receipts are
expected to rise slightly, the programme provides above
all for three major series of cost-reducing measures aimed
at restoring a clearly positive operating result. The
company will first of all trim its personnel costs, with a
reduction in staff of 3 500 employees between 1994 and
1997 though early retirement and voluntary redundancies.
This reduction, which represents 14 % of the company’s
total staff as at the end of 1993, will give rise to excep-
tional costs to Pta 32,2 billion, but will reduce operating
costs by Pta 20,2 billion annually. In addition, the follo-
wing wage measures are envisaged:

— a reduction in wages on 1 January 1995 amounting to
8,3 % of the total wage bill, varying between 3 % and
15 % according to staff categories (expected savings:
Pta 9,7 billion),

— a payment to staff in January 1995 and 1996 of two
sums of Pta 5,3 billion to compensate for the wage
freeze in 1993 and 1994,

— a wage freeze for 1995 and 1996,

— a review, producing Pta 2,5 billion in annual savings,
of several non-wage staff benefits.
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Iberia will then reduce its ‘negotiable costs’, currently Pta
165,9 billion a year (or 38 % of the total operating costs
of the company), by Pta 15,4 billion. A programme spe-
cifically aimed at reducing these costs, called ‘Prega’
{Programa de Reduccién de Gastos), has been set up to
save Pta 4,9 and 10,5 billion respectively in 1994 and
1995. ‘Negotiable’ costs are controllable costs resulting
from negotiations with third parties, mainly for the
supply of goods and services. They include fuel purchases
and, as regards services, accomodation for flight
personnel, aircraft cleaning, maintenance, etc. The Prega
programme had a significant impact in 1994, with Pta
350 million more saved than had been anticipated.

On top of these efforts to reduce costs, steps will be taken
to improve the management of the Iberia fleet by making
greater use of leasing, which will increase the flexibility of
the costs structure, and above all by reducing the number
of the company’s own aircraft through the cancellation or
postponement of orders. Iberia’s total fleet will thus fall
from 120 in 1993 to 99 in 1995 and then increase to 104
in 1997.

Alongside cost reduction, the programme sets out to
maximize Iberia’s receipts by the following means:

— the introduction of computerized systems of network
and timetable management, which will enable
expected receipts to be optimized at the level of the
group and its subsidiaries. These systems take constant
account of fares, the seats available on each aircraft,
timetables, the configuration of networks, and so on,
and adapt them accordingly,

— an improvement of the effectiveness of the sales force
of Iberia’s commercial agencies by improving infor-
mation and motivation and increasing the responsi-
bilities and qualifications of the staff of each of these

agencies.

Taking all of the above into account, the programme
notified to the Commission sets out to improve Jberia’s
operating results substantially with the aim of making it
positive by Pta 16,6 billion in 1995, rising to Ptra 28,8
billion in 1997. Because of the persistence of exceptional
losses, the company’s net result would be only very
slightly positive in 1996 (+Pta 0,19 billion), reaching Pta
+ 7,9 billion in 1997.

As regards the programme’s financial component, the
main measure envisaged is a Pta 130 billion capital injec-
tion by the holding-company Teneo in 1995, at a time
when the cost-cutting measures will in fact have been
implemented. According to the Spanish authorities, this
capital injection is necessary because it will not be

possible for the company to reestablish a sound financial
structure solely by improving its operating results. More-
over, since Iberia sold those of its assets least connected
with air transport as part of the 1991 plan, the company
cannot sell any more assets without damaging its core
business. Thus, the Spanish authorities argue that external
finance is the only solution. The Pta 130 billion capital
injection will enable the management-related measures
outlined above to be implemented and the financial
health of the company to be restored. It will thus allow
private capital to be invested in the company at the end
of the programme, and Iberia will then be in a position to
distribute dividends. From 1995 Iberia’s employees will in
part become shareholders.

The sum of Pta 130 billion has been calculated to meet
two objectives:

— to fund the staff-reduction programme (Pta 32,2
billion, see above),

— as far as the remaining Pta 97,8 billion is concerned,
to improve the company’s financial structure. This
injection will enable the debt-to-equity ratio to be
reduced to 1,48 in 1996 and to 1,17 in 1997. At the
same time, the reduction of debt will also bring finan-
cing costs down to reasonable proportions, with the
ratio of financing costs to turnover falling from 7,4 %
in 1994 to 3,6 % in 1996.

The Spanish Government has put forward several argu-
ments in favour of the Iberia adjustment programme.
Above all, it points out that the company has imple-
mented all of the measures contained in the 1992 stra-
tegic plan. The Spanish Government stresses that the
various conditions attached to the Commission’s accep-
tance of the aid have also been met. The Spanish authori-
ties further point out that Iberia’s results were affected in
1992 and 1993 by the following exceptional circum-
stances, which were unforeseeable and outside the control
of the company and its management:

— the economic recession, which accentuated the effects
of the Gulf War in the air transport sector, leading
more particularly to a reduction in fares, and which
proved to be particularly severe in Spain,

— the crisis in the BEuropean monetary system, which has
led to a sharp depreciation of the Spanish peseta since
the summer of 1992,

— the anticipated liberalization of air transport on the
Spanish domestic market, and

— difficulties encountered in privatizing Iberia’s South
American subsidiaries (especially Aerolineas Argen-
tinas).
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Finally, the Spanish authorities claim that the programme
presented to the Commission, which has received the
approval of management and trade unions alike, does not
involve any element of aid within the meaning of Article
92 (1) of the Treaty, in that:

— it is based solely on management criteria which
rapidly guarantee the company’s economic and finan-
cial liability, and

— the accompanying capital injection does not constitute
a contribution of public money because it is to be
carried out by Teneo, an entity independent of the
State budget. These various arguments were further
explained in a memorandum sent to the Commission
by the Spanish authorities on 16 February 1995. The
Spanish authorities stress in particular the structural
crisis in air transport and the political and legal
aspects of the case. They add that the operation is in
any case compatible with the common market, given
the restoration of the company’s viability, the reduc-
tion in capacity provided for by the programme and
the necessity of the capital injection in question.

Looking at all the information accompanying the noti-
fication of aid, the Commission decided, on 1 March
1995, to open the procedure provided for by Article 93 (2)
of the Treaty in respect of the fresh capital injection of
Pta 130 billion into Iberia. The procedure was
commenced on account of the nature of the capital injec-
tion by the holding-company Teneo, which can be
regarded as State resources within the meaning of Article
92 (1) of the Treaty, and because of serious doubts on the
part of the Commission as to:

— the existence of aid, given the unlikelihood of
repaying the financial outlay made by Teneo to any
satisfactory degree,

— the possibility of allowing the aid — if such it was —
to enjoy one of the exemptions under Article 92 (2)
and (3) of the Treaty; in this regard the Commission
has serious reservations as to possible unforeseeable,
exceptional circumstances outside the control of the
company which could jeopardize the condition set out
in its decision of 22 July 1992, according to which
there was to be no new aid before completion of the
strategic plan in 1996. The Commission also noted
that it did not in any event have sufficient informa-
tion to conclude that the conditions subject to which
it generally accepts restructuring aid were met.

In its decision to open the procedure, the Commission
also explicitly indicated that it would obtain the views of
consultants in order to collect the information to enable it
to make a final assessment of several of the points on
which it had raised doubts and on the general framework
of this case.

By letter of 9 March 1995 the Commission brought its
decision to open the procedure to the knowledge of the
Spanish Government and asked it to submit its
comments. This letter was published in the Official
Journal of the European Communities('), and the other
Member States and other interested parties were also
asked to submit their comments in accordance with the
provisions of Article 93 (2) of the Treaty.

III

By letter of 10 April 1995 the Spanish authorities
presented their comments in reply to the Commission’s
letter of 9 March 1995 informing them of its decision to
open the procedure. These comments deal with the
presentation of the facts as they are set out in the letter in
question, the existence of aid factors, the possibility of
receiving a second tranche of aid and, finally, compatib-
ility with the common market of the intended capital
injection.

As regards first of all the submission made by the
Commission in its letter of 9 March 1995, the Spanish
authorities pointed out that Iberia’s receipts are not much
below the average of the receipts of its European competi-
tors. They also claim that Iberia’s operating loss has only
really emesged over the last three years and that between
1986 and 1994 Iberia’s operating results had shown a
positive balance overall, of Pta 12,4 billion.

The Spanish Government also criticized the presentation
of the plan, in so far as it did not show that Iberia would
in fact be reducing its supply in the coming years, it did
not lay sufficient emphasis on ‘controllable’ cost-
reduction and productivity efforts and it did not have
enough regard to reductions in personnel costs. On this
last point, the Spanish authorities pointed out that money
wages at Iberia in 1996 would be 8,3 % lower than what
they had been in 1992 for each category of staff. Finally,
the Spanish authorities felt that Iberia’s productivity in
1993 was comparable to that of its main European rivals.

Secondly, on the question of aid factors, the Spanish
Government further developed the two arguments it had
already put forward in its notification to rebut the exis-
tence of State aid within the meaning of Article 92 (1) of
the Treaty:

— it claims, on the one hand, that the funds from Teneo
cannot be regarded as aid, in that Teneo is a wholly
private limited company which manages the compa-
nies in its group on a purely economic basis. Accor-
ding to the Spanish Government, therefore, Teneo has
received no funds from the State to carry out the
operation in question and it alone took the decision to
invest,

() OJ No C 114, 6. 5. 1995, p. 7.
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— it states, on the other, that the operation in question
forms part of the global strategy of Teneo which
operates as 2 holding company in a competitive situa-
tion, managing the group as best it can and taking
account of the synergies — the increase in capital
being accompanied by a coherent, realistic and viable
restructuring plan.

Thirdly, regarding the possibility of receiving a second
tranche of aid, the Spanish authorities argued first of all
that the Commission cannot validly point to the possible
absence of unforeseaable, exceptional circumstances
outside the control of the company to refuse a second
tranche of aid. In fact the Commission Decision of 22
July 1992 on the injection of capital of Pta 120 billion
was based on criteria established by the 1984 memo-
randum — the basis on which the Spanish Government
undertook in 1992 not to grant any further aid to Iberia
throughout the duration of the programme. The Spanish
authorities further claim, therefore, that the Commission
could not suddenly introduce new criteria, namely, the
absence of exceptional, unforeseeable and outside circum-
stances, without ignoring the fundamental principles of
legal certainty, equality, non-retroactivity and legitimate
expectation. The Spanish authorities concluded that the
Commission must continue to base itself on the criteria
of the 1984 memorandum and it cannot apply retro-
actively the guidelines drawn up in 1994, which are inap-
plicable to this case. They also stressed that it was for the
Commission to exercise its powers in full and to look at
the whole of the new programme without dwelling on
prior examination of the existence or otherwise of unfore-
seeable, exceptional circumstances outside the control of
the company.

The Spanish Government further claims that the four
circumstances it has put forward meet the triple condition
in question in any case. In its view the criterion of excep-
tional, unforeseeable and external circumstances cannot
be confused with the conditions of compatibility provided
for by point (b) of Article 92 (2) of the Treaty (‘damage
caused by natural disasters or exceptional occurrences’)
and amounts to a lesser degree of requirement. The
Spanish Government also sets out why it feels that the
economic crisis in 1992 and 1993, the devaluation of the
peseta over those years, the problems encountered in the
privatization of Arsa and the liberalization of the Spanish
market were, in its opinion, exceptional, unforeseeable
and external to Iberia. Finally, the Spanish Government
argues that even if none of these four circumstances were
of an exceptional, external or unforeseeable nature, their
cumulative effect would make them such.

Turning, lastly, to the compatibility of any aid with the
common market, the Spanish authorities take the view
that the programme submitted to the Commission
contains everything that is needed to illustrate that all the
conditions laid down by the Commission for exemption
under point (c) of Article 92 (3) of the Treaty are met.

v

Following the opening of the procedure, the British,
Danish, Dutch, Norwegian and Swedish Governments,
several of Iberia’s rival airlines, in particular Air UK,
American Airlines, British Airways and Euralair, plus
other interested parties such as Teneo, the Snecma, the
Sepla union of the staff of Viva Air, and the Association
of Airlines of the European Community (ACE), submitted
comments on the matter. A total of 17 different parties,
including eight airlines, submitted comments. All these
parties, except Teneo and Snecma, approved the Commis-
sion’s decision to open the procedure provided for by
Article 93 (2) of the Treaty and raised several issues
bearing on the doubts expressed in that decision. Only
the holding-company Teneo said that the injection of
capital did not amount to aid, putting forward in parti-
cular its group strategy and its own financial and manage-
ment independence from the Spanish State. It also
contested the criterion of exceptional, unforeseeable and
external circumstances as specific to the sector of civil
aviation and contrary to the principles of non-retroactivity
and legal certainty. Snecma, which is a supplier to the big
manufacturers of aircraft used by European airlines, stated
that the economic cycle between 1991 and 1994 had
indeed been exceptional and unforeseeable, owing prin-
cipally to the slow recovery.

The countries submitting comments said that the rules of
the Treaty regarding State aid had to be applied strictly in
the civil aviation sector following the entry into force of
the provisions of the third liberalization package (Council
Regulations (EEC) No 2407/92, (EEC) No 2408/92 and
(EEC) No 2409/92 (")) on 1 January 1993. The Nether-
lands, in particular, stressed that the aid penalized compa-
nies which had restructured on their own initiative
without receiving any State aid. Generally speaking, the
five countries approve the opening of the procedure in
this case, share the doubts expressed by the Commission,
and draw attention to:

(') OJ No L 240, 24. 8. 92, pp. 1, 8 and 15.
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— the existence of State aid within the meaning of
Article 92 (1) of the Treaty in that, on the one hand,
Teneo is a public company controlled by the State
and, and on the other, the test of rational investor in a
market economy is not satisfied in this case,

— the absence of exceptional and unforeseeable circum-
stances external to Iberia as the reason for its present
difficulties. In this respect, the United Kingdom states
that the recession in 1992 and 1993 was part of a
normal cycle, that the effects of devaluation of the
peseta on the accounts of Iberia are in no way demon-
strated and that headging techniques exist, that the
liberalization of air transport had been a continuous
and forseeable process since the 1980s and that,
finally, Iberia’s investments in Latin America were,
from the outset, part of a high-risk strategy,

— the fact that under these circumstances the positive
decision taken by the Commission in 1992 on a
one-off provision of aid of Pta 120 billion militates
against the granting of any further aid.

The United Kingdom and Denmark add that some of the
aid granted for social reasons is also likely to distort
competition. Furthermore, as far as the United Kingdom
is concerned, the operation was likely to alter the condi-
tions of trade within the Community in a manner
contrary to the common interest, particularly on the very
important charter market to Spain. Finally, the Nether-
lands take the view that the aid could only be accepted if
it were accompanied by strict conditions governing the
sale of assets, recductions in carrying capacity, and a ban
on investing in other airlines.

These different issues also merge in the comments
provided by the airlines, the Sepla section of Viva Air staff
and the ACE. British Airways, in particular, produced a
study carried out by the Avmark consultancy agency
showing the absence of exeptional, unforeseeable circum-
stances external to Iberia as the reason for its difficulties.
These interested parties also make extra points in asking
the Commission to oppose any capital injection in Iberia.
Pan Air, the Sepla section of Viva Air staff and ACE, for
example, fear that Iberia might use the monies received as
aid to spark off a fares war. British Midland, British
Airways, Euralair, American Airlines, SAS and the Sepla
section of Viva Air staff claim than the adaptation
programme is not credible and not sufficient to guarantee
Iberia’s viability in the long term. They stress its high
production costs, the dangers of its Latin American stra-
tegy, and the economic nonsense of Iberia’s taking over
regular services successfully operated by Viva Air. The
Sepla section of Viva Air staff also say that Iberia is not
managed along market economy lines. British Air and
Euralair also ¢laim that the aid is not indispensable to

achieving the objectives of the programme, since Iberia
can sell off assets or further reduce operating costs. ACE,
like Air UK and Britannia, further underlines that Iberia
already enjoys the benefit of privileged treatment in
Spanish airports because of its ground-handling mono-
poly, the price of which is high compared with the
quality of the services provided. They add that the arrival
of Viva Air on the charter market, as provided for by the
programme and as a consequence of the capital injection,
could seriously distort competition in this very competi-
tive market, in particular between the United Kingdom
and Spain. Finally, Euralair asked the Commission to
reopen the dossier concerning the aid of Pta 120 billion
accepted in 1992 because of the failure to comply with
the plan accompanying it.

All the comments expressed by the Member States and
interested third parties were forwarded by the Commis-
sion to the Spanish Government on 15 June 1995. By
letter of 29 June 1995 the Spanish authorities replied in
turn to these comments. They contest, point by point, all -
the arguments advanced by the Member States and inter-
ested third parties except Teneo and Snecma, especially
those put forward by British Airways and Euralair, referr-
ing to the points already set out in their aforesaid letter of
10 April 1995. They produced a report drawn up by the
consultant NatWest Markets showing that the programme
in question would significantly improve the competitive-
ness of Iberia by eliminating by and large the cost and
competitiveness variations between Iberia and its main
European competitors. They also produced a report from
Airbus Industrie which, on the one hand, stressed the
significance of Iberia’s orders and its presence in Latin
America for the prosperity of the European aeronautical
industry and, on the other, underlined the exceptional
and unforeseeable nature of the economic difficulties that
arose in 1992 and 1993. The Spanish Government added,
among other things, that the criterion of exceptional,
unforeseeable and external circumstances should not be
confused with force majeure, that the total impact of the
exceptional and unforeseeable nature of the recession in
Spain on Iberia’s receipts amounted to Pta 59 billion, that
Iberia would soon be as competitive as Viva Air and that
Viva Air has a place on the charter market, that the
Commission could not legally demand of Iberia the sale
of its assets and that there was no other alternative to the
injection of capital since Iberia no longer has non-essen-
tial assets.

As had been announced in its letter opening the proce-
dure addressed to the Spanish authorities on 9 March
1995, the Commission engaged an internationally
renowned independent consultant (Deloitte & Touche) in



No L 104/32

Official Journal of the European Communities

27. 4. 96

April 1995 to collect information on several of the
matters on which it had expressed doubts. The consul-
tant’s first task was thus to apply to the operation in ques-
tion the test of a rational investor in a market economy.
Should be consultant conclude on this first point that the
proposed capital injection of Pta 130 billion was alien to a
rational investor, he was then also ask to:

— identify the reasons for the failure of the 1992 stra-
tegic plan,

— provide the criteria for assessing the exceptional,
unforseeable and external nature of the four factors
(recession, devaluation, advanced internal liberaliza-
tion, and holdings in Latin America) put forward by
the Spanish authorities to explain the difficulties of
Iberia,

— assess the viability of the adjustment programme, and
determine whether the sum of Pta 130 billion was
sufficient to meet the aims of the programme,

— look, where appropriate, at alternative solutions to
remedying the situation at Iberia.

The consultant appointed by the Commission was able to
do his job in cooperation with representatives of the
Spanish State, Teneo and Iberia, from whom he received
all the information necessary. Meetings held in Madrid on
26 and 27 July 1995 between the consultant, the
Commission representatives and the directors of the
Iberia Group focused in particular on the situation regar-
ding the various subsidiaries of Iberia and the main
elements of its group strategy.

On 10 August 1995 the consultant submitted a draft final
report which was forwarded to the Spanish authorities for
their comments. The consultant took account of the
comments as far as possible and submitted his final report
to the Commission on 20 September 1995. What emerges
first and foremost from that report is that a rational
investor, acting in accordance with the rules of a market
economy, would not have made a similar, single capital
injection of Pta 130 billion into Iberia for at least two
reasons: first, in a comparable situation a rational investor
would try to minimize his initial input and make further
instalments as and when the objectives of the recovery
plan were met; secondly, the operation is too much of a
financial risk because of the uncertainities which still
surround the future of the group, in particular in Latin
America.

Turning then to the failure of the 1992 strategic plan, the
consultant attributes is both to the excessive costs of Latin
American investments and the undue ambition of the
plan in terms of expected growth and acquisition of
market shares, in curcumstances whereby Iberia’s cost
structure and insufficient productivity made it unable to
cope with the unforeseen drop in receipts per passenger-
kilometre. The consultant also takes the view that of the
four corroborating factors put forward by the Spanish
Government only the particularly serious nature of the
economic recession in 1992 and 1993, and not the reces-
sion as such, could be regarded as an exceptional and
unforeseeable circumstance external to Iberia. That part of
the recession describable in those terms could only have
caused the company a loss of around Pta 14 billion. The
consultant also says, however, that:

— the devaluation of the peseta proved in the event to be
favourable to Iberia,

— the advance liberalization of the domestic Spanish
market had only a slight impact before 1994 and was
in any case predictable,

— the problems encountered with holdings in Latin
America were neither unforeseeable, exceptional, nor
outside the control of Iberia since from the outset
they were a major commercial risk and the losses
suffered derive principally from committments made
by Iberia even before the 1992 strategic plan.

As regards the measures provided for by the adaptation
programme notified for the period from 1994 to 1996
(better productivity, lower costs, etc.), the consultant feels
that these measures point in the right direction, and that
their actual implementation is a prerequisite for the
survival of Iberia and its viability. However, they are not
enough to guarantee this viability in the long term. It
cannot be said at this stage what the real chances of
Iberia’s survival in the long term are, since efforts will
have to continue after 1996, in particular regarding cost
reduction, in the face of increased competition. The
consultant added that if a rapid injection of capital was
really necessary, the immediate needs of the company are,
none-the-less, well below Pta 130 billion.

Finally, the consultant proposes a solution in his final
report which combines the sale of Iberia’s Latin America
assets, assumption of the staff-reduction costs by the
Spanish State and making future injections of capital
subject to the attainment of performance indices. In addi-
tion, the company’s maintenance and ground-handling
services might be sold off.
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As part of the opening of the procedure and in parallel
with the work carried out by the consultant appointed by
the Commission, several meetings took place in June,
July, August and September 1995 between the Commis-
sion and the Spanish Government, Teneo and Iberia. As a
result of these meetings and the comments submitted by
the Member States and the other interested parties and
the conclusions of the consultant’s report set out above,
the Spanish Government informed the Commission in
the summer of 1995 of its willingness to adapt the finan-
cial part of the programme notified on 23 December
1994 and 20 January 1995. It would no longer consist of
a capital injection of Pta 130 billion, but would comprise
two separate operations: the transfer by Iberia of certain
Latin American assets to a new company provisionally
called ‘Newco’, with a buy-back option; and an injection
of capital from Teneo into Iberia. Teneo would hold some
of the capital of ‘Newco’ but the majority of ‘Newco’s’
shares would be held by private investors. Arsa would be
part of the assets sold to Newco.

In September 1995 the Commission asked the consultant
to provided it with the information needed to reach a
conclusion, based on the principle of the investor in a
market economy, on various aspects of this change in the
recapitalization of Iberia. The consultant was asked in
particular to check the following four points:

— do the various transactions concerning ‘Newco’ reduce
the risks inherent in Iberia’s commitments vi-3-vis
Arsa?

— are the various transactions concerning ‘Newco’
operated on a commercial basis?

— on what conditions might Iberia exercise its option to
buy back the assets sold to ‘Newco’?

—- as regards the increase in capital, is the test of the
investor in a market economy satisfied, and under
what conditions following the various operations
concerning ‘Newco’?

After obtaining all the requisite information from Teneo
and the Spanish authorities, the consultant answered the
four questions in the draft final report submitted in the
second half of November 1995. According to the consul-
tant the transactions concerning ‘Newco’ do in fact elimi-
nate practically all the risks to which Iberia had been
exposed thus far through its committment in Arsa. These
operations also appear to follow normal commercial rules.
The consultant further proposed that Iberia’s buy-back
option should be subject to conditions which guarantee
that the company’s financial situation is not jeopardized.

As regards the increase in capital, the consultant also feels
that the Iberia group is potentially viable and recapitali-
zable. Nonetheless, he takes the view that the risks inhe-
rent in this group are still high despite the offloading of
some of its Latin American holdings. He is of the opinion
that a capital injection of Pta 48 billion would be enough
to guarantee the survival of the company in the short and
medium term (minimum cash requirement). Additional
increases in capital could be made in the future, as results
emerge showing satisfactory continued recovery of the
group, in order to improve the structure of liabilities. The
consultant further states that the immediate injection of
capital should also offer prospects of profitabiltiy of at
least 30 to 40 % by 1999, which he regards as the
minimum annual rate of return (hurdle rate) that market
economy investor would demand under the same circum-
stances. In this respect, the consultant defined a range of
amounts of capital injection which satisfy the principle of
market-economy investor and vary as a function of the
respective hypothesis. The other main parameters deter-
mining this amount are the average growth rate in Iberia’s
cash flow after 1999 and the amount Iberia finally obtains
from the sale of Austral.

The consultant’s final report confirms all these conclu-
sions.

In parallel with the work carried out by the consultant,
numerous meetings took place between Iberia, Teneo and
the Spanish Government, on the one hand, and the
Commission and its consultant, on the other, in
September, October and November 1995, and in parti-
cular in Madrid on 6 and 7 November 1995. These
provided the Commission with details of the planned
operations of withdrawal of investment and recapitaliza-
tion. These contacts were continued, in particular at a
meeting held in Madrid on 23 and 24 November 1995,
after the consultant had drawn his conclusions, set out
above. The Commission thus obtained a clear picture of
the relevance of the various parameters used to measure
the commercial nature of the different operations envi-
saged.

On 18 December 1995 the Spanish Government officially
transmitted to the Commission a document setting out
the various changes to the financial part of the adaptation
programme (‘Actualizacién del plan financiero del
programa de adaptacién de Iberia al nuevo torno competi-
tivo). This document, of which certain points were made
by the Spanish authorities in four letters addressed to the
Commission on 21 December 1995, and 5, 19 and 26
January 1996, refers to three amendments to the
programme as initially notified.
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First of all, the cost of the staff-reduction programme at
Iberia has been revised upwards because of underestima-
tion in the initial forecasts of the length of service
acquired by people likely to benefit from early retire-
ments and voluntary redundancies. This now comes to
Pta 36,685 billion as against the initial projection of Pta
32,2 billion. This sum will be tansferred by Teneo to
Iberia in the form of a capital injection (see below) once
the Commission has adopted a positive decision on the
matter. Iberia will then transfer Pta 29 billion, to finance
the early retirements, to an insurance group with which it
has reached an agreement to manage the entire early
retirement programme. Of the eight billion or so set aside
for financing early retirement measures, half will be paid
immediately and the remainder spread out over 1996.

Secondly, Iberia will transfer to Andes Holding BV (ex
‘Newco’) the following of its holdings in South American
companies: 13 % of the capital of the Chilean company
Ladeco, 100 % of the capital in the Argentinian company
Interinvest SA and 10 % of the capital of Arsa. Andes
Holding B.V. is a limited company under Dutch law set
up for the purpose of purchasing these holdings from
Iberia and, eventually, reselling them. Of its capital of
US$ 10 million, 42 % is held by Teneo and 58 % by
[...]¢) top-ranking American merchant banks, [...].
Andes Holding BV will take decisions by a simple
majority, except for fundamental decisions mainly
affecting its status, purpose, winding-up and capital struc-
ture. Any decisions to sell its assets require only the
consent of the [...] shareholder banks. In addition to its
capital, Andes Holding BV’s resources include primarily a
postponement of payment of the purchasing price of
Austral (see below) and two loans floated among its share-
holders. The first of these loans for well in excess of the
capital of Andes Holding BV is subscribed to the amount
of 70 % by the private sharcholders of Andes Holding BV
and 30 % by Teneo. Taken out for a period of [ .. .] years,
it bears interest at a rate [...]% higher than the dollar
three-month Libor, as calculated three-monthly on an
annual base of 360 days. The debts relating to this first
loan (senior debts) are doubly ‘privileged’ in that the loan
is secured on the assets acquired by Andes Holding BV
and its repayment takes priority over that of the second
loan (junior debts). This second loan for the same amount
as the first, which is thus subordinated to the first loan, is
subscribed up to 30 % by the private shareholders of
Andes Holding BV and 70/ % by Teneo. It is also for
[...] vears. Its rate is [...]% above the dollar three-
month Libor, as calculated three monthly on an annual
basis of 360 days. The difference in rate with the first loan

() In the published version of the Decision, some business infor-
mation has hereinafter been omitted.

is explained by the subordinated nature and hence greater
risk.

Prior to selling its holding in Interinvest to Andes
Holding BV, Iberia plans to increase the latter’s capital by
three operations: the transfer to Interinvest of loans that
Iberia has taken out on Arsa; an injection of additional
funds; and transfer to Interinvest of some of the Arsa
shares directly held by Iberia amounting to 10 % of the
capital of Arsa. The additional funds will be injected with
the help of funds from a loan taken out by Iberia with
Andes Holding BV, or on the finance market. With this
injection of capital Interinvest will buy back for an iden-
tical amount the debts of Arsa held by third parties, inclu-
ding those guaranteed by Iberia. Interinvest will then
make an ‘irrevocable contribution’ to Arsa, thereby wiping
out some of the latter’s debts. These prior operations were
demanded by the shareholders of Andes Holding BV, so
that it could buy from Iberia a company with reorganized
capital.

The sales price of the holdings sold to Andes Holding BV
was determined on the basis of a report drawn up by the
American bank [...]. The difference between the book
value of the assets sold and the actual transfer price means
for Iberia an exceptional loss of around US$ 100 million.
The proceeds of sale break down as follows: a first part to
repay the loan of the same amount previously contracted
by Iberia; a second part to be paid, as a second payment,
to Iberia after a period of due diligence accompanied by
an avoidance clause, of a maximum of four months; and 2
third and final part, amounting to the value of Austral, to
be paid to Iberia only after disposal of Austral, to be paid
to Iberia only after disposal of Austral by Andes Holding
BV. The period of due diligence is to allow Andes
Holding BV to check the correctness of the information
with which it has been provided and to ensure that reca-
pitalization operations prior to the sale have indeed been
carried out. The deferral of payment of the part corres-
ponding to the value of Austral is explained, according to
the Spanish authorities, by the problems encountered by
Andes Holding BV in obtaining the requisite financing.
However, Andes Holding BV needs to be in possession of
Austral in order to facilitate the sale of Arsa to a potential
buyer.

Following the transfer of 10 % of the capital of Arsa to
Andes Holding BV, the increase in capital of Interinvest,
the irrevocable contribution made by Interinvest in Arsa
and the transfer of Interinvest to Andes Holding BV, the
capital of Arsa will break down as follows: 80,33 % to
Interinvest; 5,73 % to Andes Holding BV; 5,73 % to
Iberia and 8,21 % to third parties. As regards Iberia’s resi-
dual holding in Arsa (5,73 %), Iberia will give Andes
Holding BV a mandate to sell that holding to third
parties at the same time as it sells its own holdings.
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The transfer to Andes Holding BV of Iberia’s abovemen-
tioned Latin American assets, and then their resale by
Andes Holding BV, consists of two successive phases. The
first begins with the establishment of Andes Holding BV,
the floating of two loans and the purchase of assets from
Iberia. This will be for a maximum of two years, during
which time Iberia has a buy-back option on the assets
transferred to Andes Holding BV. This buy-back option
may be exercised for all or only some of these assets. The
repurchase price, as determined on transfer of the assets,
is calculated in such a way as to permit the repayment of
the two loans contracted by Andes Holding BV with the
attendant interest plus the reimbursement to Andes
Holding BV shareholders of the capital of Andes Holding
BV, plus return on capital set at [...] % over the dollar
Libor.

The second phase of a maximum of one year will only
come into being should Iberia not exercise its buy-back
option during the first phase. During this second phase
Iberia will no longer have a buy-back option and Andes
Holding BV’s Latin American assets will be sold on the
market at the best price, with no floor price. Andes
Holding BV will give an irrevocable assignment to [...]
to negotiate and complete this final transaction. To make
for rapid transfer of Andes Holding BV’s assets during
this second phase Andes Holding BV could, during the
first phase, despite Iberia’s buy-back option, take up any
useful contact with third parties.

During these two phases Iberia will continue to take
charge of the operational management of Arsa.

Andes Holding BV will be wound up once the Latin
American assets it has acquired from Iberia are sold,
either to Iberia or to third parties and probably no later
than three years after being set up. After reimbursement
of the loans in order of priority Andes Holding BV’s
capital will be divided between shareholders according to
their holdings.

The Spanish authorities claim that all the transactions
relating to Andes Holding BV are in accordance with the
wishes of the Member States and interested third parties
who, in their comments, asked Iberia to sell off assets and
reduce the risks connected with its Latin American
holdings. They also remove one of the main obstacles put
forward by the Commission’s consultant regarding the
possibility of a capital injection in line with the principle
of the market-economy investor.

Finally, the Spanish authorities say they have provided the
Commission with all the contracts and agreements rela-
ting to this transfer operation of certain Latin American
assets of Iberia. »

Thirdly, the injection of capital that Teneo will make in
favour of Iberia has been reduced to Pta 87 billion instead

of the Pta 130 billion initially notified and the Pta 138
billion envisaged at one stage. According to the Spanish
authorities this new amount is based on:

— the progressive results of Iberia up to and including
October 1995. In the first ten months of 1995 Iberia
managed a positive operating result of Pta 31,700
billion, more than Pta 16,800 billion up on the
predictions made by the adaptation programme. This
improvement, which bears witness to the seriousness
of the forecasts on which the programme is based,
derives principally from greatly restricted expenditure
and better organization of supply despite the fact that
the staff-reduction measures anticipated have not yet
been completed,

— the objectives of the adaptation programme as notified
in December 1994, namely, to reestablish in the short
term the economic and financial profitability of the
company, to adapt its financial structure to its activi-
ties, to enable shareholders to obtain a satisfactory
return on investment, to attract private capital and to
open up the prospects of partial privatization. The
Spanish authorities stress that the content of the noti-
fied adaptation programme (measures to reduce opera-
ting costs, financing expenses, etc) remains
unchanged. That said, the financial projections have
been updated as a function of the three changes
described above. Furthermore, they have been
extended by two years, to 1999,

— the need to finance staff reductions for which the
costs amount to some Pta 37 billion (see above),

— the need to undertake minimum recapitalization of
the company and to reduce debts by around Pta 50
billion (writing-off of debts of Pta 26 billion in the
short term and mortgage debts of Pta 24 billion). The
anticipated injection of capital is the minimum
amount needed to guarantee the success of the adapta-
tion programme and to prevent the burden of finan-
cing expenses from jeopardizing the future of the
company. It is not, however, enough to reestablish a
balance sheet structure (debts to equity ratio) compa-
rable to other companies in the sector, since Iberia’s
equity was negative at the end of 1995, before any
increase in capital,

— the impact of selling Iberia’s holdings in Arsa, Austral
and Ladeco.

The Spanish authorities add that the sale of Latin
American assets to a company with a majority holding of
private capital and the injection of capital far lower than
the initially notified sum are consistent with the principle
of the investor in a market economy. They justify the
rational nature of this injection of capital by putting
forward Iberia’s good results in 1995 and above all the
disappearance of risks connected with South American
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holdings, on the one hand, and financial analyses showing
the return on this investment to be much higher than the
minimum required by an investor, on the other. They
point out that Teneo is a holding company independent
of the State, and also draw attention to Iberia’s positive
results since the beginning of the programme some two
years ago, thanks to cost-reduction efforts and to the refo-
cusing of the company’s activities on its three main
markets (domestic Spanish, European and Latin
American). Drawing in particular on the work carried out
by their consultant, NatWest Markets, the Spanish autho-
rities also contest the conclusions of the consultant
appointed by the Commission that Iberia’s short-term
need for fresh funds comes to only Pta 48 billion.

The Spanish authorities also point out that the injection
of capital in question of Pta 87 billion is only the first
step in a plan to recapitalize Iberia for a total amount of
Pta 155 billion. Thus, Teneo should make a fresh injec-
tion of capital of Pta 20 billion in the first quarter of 1997
in order to improve the liabilities structure still further.
An injection of Pta 25 billion, likely to be made by
private investors at some stage in the future, should also
help to cover some of the extra requirements.

As regards the increase in capital of Pta 20 billion in the
first quarter of 1997, the Spanish authorities say that this
operation will also be consistent with the principle of the
market-economy investor. Indeed, the injection will not
be made until Iberia has met the following criteria and
objectives which will adequately demonstrate, according
to the Spanish authorities, the economic and financial
profitability of the company:

— operating result of not less than Pta +16,626 and Pta
+27,322 billion in 1995 and 1996 respectively,

— cash flow generated by operations of not less than
Pta +43,471 and Pta + 60,872 billion in 1995 and in

1996 respectively,

— net result after tax of not less than Pta —47 and
Pta +1,5 billion in 1995 and 1996 respectively,

— operating results to employee ratio of not less than
Pta +0,72 and Pta + 1,22 million per employee equi-
valent in 1995 and 1996 respectively,

— ratio of operating result to tonne-kilometres provided
of not less than Pta +4,41 and Pta +6,80 per TKP in
1995 and 1996 respectively,

— reduction in operating costs of Pta 15,443 billion in
1994 and 1995, in line with the Prega programme,

— reduction in staff of 2 699 employees by 31 December
1996,

— tonne-kilometres provided to employee ration (exclu-
ding handling staff) not less than +0,24 and +0,26
million per TKP per employee equivalent in 1995 and
1996 respectively.

To enable the Commission to check that these criteria are
met, the Spanish Government adds that it will send the
Commission Iberia’s accounts for 1995 and 1996, as
audited in accordance with Spanish law.

Finally, in its letter of 18 December 1995 the Spanish
Government stresses that the operations in question
(transfer of certain Latin American assets to Andes
Holding BV and an injection in capital of Pta 87 billion)
are accompanied by the following conditions:

— should Iberia be able to exercise its option to buy
back the Latin American holdings sold to Andes
Holding BV during the first two years following their
sale, and even during the period of due diligence, the
company undertakes only to do so if (a) the market
value of the shareholders’ equity of the entire group is
not less than 30 % of the group’s enterprise value
(‘group’s enterprise value’ being taken to mean the
value of the capacity of all the assets of the group to
generate profits) and if (b) a private investor plays a
significant part, either directly or indirectly, in the
operation. The same dual condition will apply during
the third year following the sale where Iberia presents
the most attractive bid. It will not apply, however, if
Iberia exercises its buy-back option in order to resell
the assets in question immediately to third parties,

— Teneo will have a share in Andes Holding BV with
the same rights and obligations as the other sharehol-
ders and financiers of Andes Holding BV and in
accordance with business principles. Decisions
concerning Andes Holding BV will be taken by a
majority of its shareholders, in accordance with the
agreements concluded between the parties in accor-
dance with Dutch and British law, as applicable.
Where, in future, for commercial reasons affecting
Andes Holding BV, Teneo is forced to hold some of
the assets of Andes Holding BV the Spanish Govern-
ment undertakes to oblige Teneo to sell those assets
subsequently to a third party. Apart from the cases
resulting from its rights and obligations as set out in
the agreements relating to Andes Holding BV, Teneo
will not acquire any of the assets of Andes Holding
BV,
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— no Spanish public entity or enterprise other than
Iberia and Teneo will be involved in transactions
concerning Andes Holding BV or acquire assets from
Andes Holding BV,

— the injection of capital authorized will be used only (a)
to cover staff-reduction costs or (b) to reduce debts. A
report will be drawn up for the Commission on the
implementation of the debt-reduction plan. This
report will give a detailed account through to 1999
inclusive of the loans to be reimbursed and of the use
of funds made available through the reduction in
financial expenses. The funds from the injection of
capital may in no circumstances be used to hamper
Iberia’s cost-reduction programme or make for a
significant change in its global strategy as to tariffs
and fleet capacity,

— the funds needed to pay staff-reduction costs (Pta
36,685 billion) will be transferred to Iberia immedia-
tely after this Decision. The remainder of the capital
injection will not be paid to Iberia, on the other hand,
until after the second payment of the proceeds of the
sale to Andes Holding BV of Interinvest and Ladeco
(see above),

— Iberia and Teneo agree that cost reduction is a funda-
mental objective of the adaptation programme and
continued efforts to reduce costs beyond 1996 are
essential,

— where the objectives of the adaptation programme are
not achieved and where, consequently, Iberia needs
additional capital, Teneo and Iberia will meet that
need through greater cost reduction, disinvestment or
injections of capital primarily from private investors.

With all the facts set out above, the Commission can
make a final assessment of this case.

LEGAL ASSESSMENT

VII

Article 92 (1) of the Treaty and Article 61 (1) of the
Agreement on the European Economic Area (hereinafter
referred to as ‘Agreement’) provide that any aid granted by
a Member State or through State resources in any from
whatsoever which distorts or threatens to distort competi-
tion by favouring certain undertakings or the production
of certain goods is, in so far as it affects trade between
Member States, incompatible with the common market.

The Treaty and the Agreement set up the principle of
neutrality with regard to the system of property ownership

in the Member States and the principle of equality
between public and private undertakings (Article 222 of
the Treaty and Article 125 of the Agreement). In accor-
dance with those principles, the Commission’s action
must not prejudice or favour public undertakings, in
particular when examining an operation in the light of
Article 92 of the Treaty and Article 61 of the Agreement.
It must be established, therefore, in each individual case
whether a transaction between a Member State and a
public undertaking is a normal commercial transaction or
whether it contains, totally or in part, aspects of aid. To
determine whether State aid is involved the Commission
must base its judgment on the principle of the investor in
a market economy. In this principle there is no State aid
where a fresh injection of capital is made under condi-
tions which would be acceptable to a private investor
operating under normal market economy conditions ().
The Court has stated, in its Judgment of 21 March 1991
in Case C-305/89 (Italy v. Commission), that ‘although
the conduct of a private investor, with which the interven-
tion of the public investor, pursuing economic policy
aims must be compared, need not be the conduct of an
ordinary investor laying out capital with a view to reali-
zing a profit in the relatively short term, it must at least
be the conduct of a private holding company or a private
group of undertakings pursuing a structural policy,
whether general or sectoral, and guided by prospects of
profitability in the longer term’ ().

In the case in question the two operations relating to the
capitalization of Iberia must be examined in the light of
this principle, these being all the transactions relating to
Andes Holding BV, on the one hand, and the injection of
capital of Pta 87 billion by Teneo, on the other. This final
examination ties in perfectly with the procedure opened
by the Commission on 1 March 1995 in that the changes
made by the Spanish authorities to the financial part of
the notified programme take account of the comments
submitted by the Member States and interested third
parties following the opening of the procedure. The
changes involve the sale of assets, a cutback in the risks
arising out of Iberia’s commitments in Latin America and
a reduction in the amount of proposed capital injection
— all points raised by the Member States and interested
third parties in their comments summarized in Part IV
above.

(') Commission communication on the application of Articles 92
and 93 of the Treaty to public authorities’ holdings; Bull EC,
9-1984: Judgment of the Court of Justice of 13 March 1985
in Joined Cases 296/82 and 318/82, Kingdom of the Nether-
lands and Leewwarder Papierwarenfabriek BV v. Commis-
sion, ECR [1985] 809, paragraph 17.

(%) ECR [1991} 1-1603, paragraph 20.
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As regards, first of all, the establishment of Andes
Holding BV and all the transactions relating to that
company, the information the Commission has, and in
particular the report by the consultant appointed by the
Commission, indicates that Teneo and the Spanish
Government have adopted an attitude in this instance
which is comparable to the conduct of a private investor
acting on a purely commercial basis.

First of all, the financial structure of Andes Holding BV,
which is based on low equity compared with resources
from debts, would seem to be similar to the general kind
of structure in this type of operation. Since it has been set
up solely to buy and then sell specific financial holdings,
Andes Holding BV is a company with a lifespan limited
to three years maximum in which a high investment in
capital is not justified. Secondly, private investors have
effective control of the company and play a major role in
each of the three parts of the financial structure of Andes
holdings BV, namely, 60 %, 30 % and 70 % respectively
in equity, junior debts and senior debts. It should be
noted in this respect that the Commission takes the view
that an operation involving public funds does not amount
to aid where private investors also take a sizeable holding
in this operation under comparable conditions ('). Thirdly,
the interest rates on the different sources of financing of
Andes Holding BV, namely the Libor plus 7 %, 2,5 %
and 0,5 % respectively for equity, junior debts and senior
debts, do not exceed the limits found for similar opera-
tions. Furthermore, the participation of American
merchant banks in these various operations guarantee that
the rates do reflect market prices.

The same goes, fourthly, for the prices paid by Andes
Holding BV to purchase financial holdings in Arsa, Inter-
invest, Austral and Ladeco. Financial holdings in Arsa and
Interinvest in particular were based on the merchant
bank’s [ ...] evaluation of Arsa. To do this the bank used
an essentially comparative method. The value of Austral
was also estimated by an internationally well-known audi-
ting firm. The transfer price of Iberia’s 13 % holding in
Ladeco reflects the price of the latest transactions concer-
ning that company.

The fact that Iberia has a buy-back option also demon-
strates the rational conduct on the part of Teneo, in that
it may facilitate the conclusion of an agreement. The
Commission has taken note of the Spanish Government’s

(") Commission communication on the application of Articles 92
and 93 to public authorites’ holdings; Bull. EC 9-1984.

willingness to subject Iberia’s buy-back option of the
various holdings sold to Andes holding BV, even during
the period of due diligence, to the dual condition that
after any repurchase of this kind the market value of the
share capital of the whole of the group is at least 30 % of
the group’s enterprise value and that a private investor
also has a sizeable share, directly or indirectly, in the
operation in question, yet without Iberia’s exercising its
buy-back option so as immediately to resell the assets in
question to third parties. The same dual condition applies
during the third year following transfer where Iberia
presents the most attractive bid. This shows that all the
transactions concerning Andes Holding BV are designed
to offload the Latin American holdings in question and
are not an underhand method of facilitating an injection
of capital without making any real changes to the compo-
sition of the group. The same applies to the commitments
undertaken by the Spanish authorities whereby:

— Teneo will be part of Andes Holding BV with the
same rights and obligations as the other shareholders
and financiers of Andes Holding BV on the basis of
commercial principles. Decisions concerning Andes
Holding BV will be taken by a majority of its share-
holders, in accordance with agreements concluded
between the parties under Dutch and British law as
applicable. Where, in future, for commercial reasons
affecting Andes Holding BV, Teneo has to hold some
of the assets of Andes Holding BV the Spanish
Government undertakes that Teneo will subsequently
sell those assets to a third party. Apart from the cases
resulting from its rights and obligations as set out in
the agreements relating to Andes Holding BV, Teneo
will not acquire any of the assets of Andes Holding
BV,

— no Spanish public entity or undertaking other than
Iberia and Teneo will be involved in transactions
concerning Andes holding BV or acquire assets from
Andes holding BV.

Finally, the various transactions concerning Andes
Holding BV, if immediately reflected by a net injection of
fresh capital of only Pta 16 billion, will nonetheless make
for a substantial reduction in the risks borne until then
through Iberia’s involvement in Arsa. They thus eliminate
one of the principal risk factors inherent in Iberia’s posi-
tion, as seen by a market economy investor. The risks
stemmed not only from Iberia’s sizeable holding in Arsa
(83,35 %), but also from the loans and loan guarantees it
granted to Arsa. As a result of these transactions, Iberia
will henceforth have only a minority direct holding of
5,73 % in the capital of Arsa. The guarantees provided by
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Iberia regarding loans taken out by Arsa have also disap-
peared, with the exception of guarantees on a loan of US$
75 million secured, however, on two Boeing 747s, the
market value of which matches that amount. It should be
noted, however, that the deferred payment on the sale of
Austral is a risk for Iberia in that the actual payment to be
made will be the same as any resale to third parties. The
same goes for the period of due diligence for a maximum
of four months, during which the sale of Latin American
assets can be called into question. On this point, however,
it must also be remembered that, according to the
Spanish authorities, only Pta 36,685 billion of the notified
capital injection of Pta 87 billion will be paid by Teneo to
Iberia immediately after adoption of this Decision. The
remainder, Pta 50,315 billion, will not be transferred until
after the second payment of the proceeds of the sale to
Andes Holding BV of Interinvest and Ladeco, after expiry
of the period of due diligence.

As regards the injection of capital of Pta 87 billion, the
method normally used to measure the rational nature of
an investment is to compare the amount of the invest-
ment with the return it will generate. The fact that this
injection of capital will be used in part to finance the
social objective of staff reductions, at a cost of Pta 36,685
billion, is of no consequence to the Commission’s assess-
ment.

Comparing the initial investment of Pta 87 billion with
the return expected on that investment by applying the
rule of the rational investor in a market economy means
in this instance determining the value of the Iberia group
in the medium term and assessing the minimum rate of
return that an investor might normally expect before
investing. The return generated by the injection of capital
comes largely from the added value the company will
gain in the next few years since it does not have to pay
dividends before 1999. This added value is the difference
between the group’s medium-term value and its present
value, which, according to the financial analysts consuited,
is zero. Thus, any assessment of the rational nature of
investment in this instance means comparing the amount
of the investment with the probable value of the company
in the medium term with the minimum rate of return an
investor would expect.

The usual way of calculating the value of a company in
this type of operation is to multiply the cash flow in a
typical year by a coefficient updating all future cash flows.

The value of the asset determined in this way must then
be reduced by the amount of debt to arrive at the value of
equity. The multiplier coefficient applied to profit in a
typical year is a function of both the average rate of cash
flow growth for all future years and the updating rate
used, the latter being the weighted average cost of capital
for the company in question, which takes account of the
cost of debt and the cost of equity. While the cost of debt
is fairly easy to assess, since reference need only be made
to the interest rate on loans granted to the company, the
cost of equity is not. This is estimated using the capital
asset pricing model (CAPM). In this model the cost of
equity is the risk-free market rate plus the risk premium
for that market multiplied by a beta coefficient. The beta
coefficient (equity beta) is the return required by the
market in a given sector, directly measured by comparing
the results of the companies in the sector with their
market values and corrected by the financing structure
(gearing) of the company in question. The weighted
average cost of capital defined in this way does not other-
wise take account of the particular risk inherent in each
company.

The Commission has used this approach in the present
case. The time scale for estimating the probable value of
the Iberia group in the medium term is 1999 in that the
company has financing projections up till then and 1999
is. long enough off to allow the injection of capital in
question to have its full effect as part of the process of
recovery and is also soon enough to reduce any uncer-
tainty as to the reliability of the projections. These are
based on cautious growth hypotheses since, according to
these projections, Iberia’s operating income is only due to
increase by 4,6 % per year at the current prices between
1994 and 1999, and to reach Pta 539,1 billion in 1999.
These hypotheses assume that Iberia will lose market
shares over that period. By way of information, the annual
growth rate of world air transport, as expressed in passen-
ger-kilometres, has risen by some 4,0 % and 5,4 % over
the past five and ten years respectively, and analysts are
predicting average growth of 6,0 % per year for the next
four years. Still in 1999, Iberia’s operating result should be
Pta+ 55,5 billion and its net result before tax Pta+ 46,9
billion. These results assume satisfactory continuation of
the process of recovery as a result of reduced operating
costs.
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The results projected for 1999, as adapted and corrected
in certain areas, show a profit by that date, followed by a
cash flow for a typical year. However, since there is no
stock market quotation for Iberia shares it was not
possible to determine the value of the company’s beta
coefficient directly. The coefficient used of 1,39 (equity
beta) is therefore derived from an analysis including some
20 airlines in Europe and the world, which also takes
account of the financial structure of Iberia in 1999 and
the consequences of that structure on the sale of assets to
Andes Holding BV. On this point the Commission takes
the view that Iberia will receive all the proceeds from the
sale of Austral after it has been sold by Andes Holding
BV. In contrast, the injection of capital of Pta 20 billion
which Teneo plans to make in 1997 has not been taken
into account. The Spanish market rate without risk and
the risk premium for that market have been set respecti-
vely at 10,7 % and 7 %. Taking these as a basis, the cost
of equity will be 20,4 % and the weighted average cost of
capital of Iberia will be 14,42 % in 1999. In addition, the
average cash flow growth rate of Iberia assumed by the
Commission beyond 1999 varies between 4 % and 4,5 %
at current prices. This is a reasonable hypothesis since,
with an average inflation rate estimated at 3 %, it means
real growth of slightly more than 1 % per year. All these
factors have been used to calculate the equity value of the
Iberia group in 1999, namely Pta 246 or Pta 267 billion
depending on whether the growth rate applied is 4 % or
4,5 %.

The Commission also takes the view that the annual
minimum rate of return (hurdle rate) that an investor
acting on market principles would require before injec-
ting the capital in question is at least 30 %, given the
amounts involved and in particular the risks. This rate of
at least 30 %, which is apparently very high and far
higher than market rates, reflects the distinct possibility
that the programme will not go as planned and the real
return at the end of the day will be lower. In fact, the rate
has to be higher than the cost of equity since the latter
does not take account of all the risks connected with the
company. Despite the virtual disappearance of the risks
inherent in its involvement with Arsa and the substantial
improvements in its operating result in 1994 and the first
six months of 1995, Iberia is still a company with a very
high specific risk. The following uncertainties militate
against the continued recovery of the company, its long-
term profitability and the financial projections through to
1999 taken as a basis to calculate the value of the

company by then:

— the adaptation programme has not been completed; in
particular, the staff reductions envisaged have not yet

begun,

— the company has recently had a certain amount of
industrial unrest, this being reflected in particular by
frequent strikes by pilots. Apart from the direct cost to
Iberia this damages the image of the company and
could make it difficult to achieve the productivity
gains envisaged by the programme,

— in its present from the programme finishes at the end
of 1996, by which time Iberia will not yet have
achieved the level of productivity and efficiency of its
main Community competitors. A new cost-reduction
plan will thus have to be drawn up and negotiated
with the two sides of industry. The outcome of these
negotiations cannot be predicted at the present time,

— doubts concerning the existence and modes of inter-
vention of future external partners still to be chosen,

— the effects on the long-term profitability of Iberia of
the liberalization of air transport and handling activi-
ties in Burope cannot yet be fully evaluated.

The consultant appointed by the Commission also feels
that the annual minimum rate of return, as defined above,
that an investor would expect in this case is at least 30 %,
and proposes a bracket of 30 % to 40 %. The Commis-
sion if of the opinion that a rate of more than 30 %
might be expected by an investor working in the short or
medium term in a purely financial framework. However,
in line with the abovementioned rulings by the Court of
Justice, the Commission must take account of the fact
that the holding-company Teneo is not trying to make a
profit on its capital in the short or medium term, but
rather it is pursuing a strategy and objectives of long-term
economic policy vis--vis a company whose strong points
and potential it plans to maximize in a constantly expan-
ding sector, in particular through an alliance with an
outside partner. In the main these strong points are: tech-
nical and commercial know-how; a tradename known
throughout the world; a network centring on Europe and
Latin America; and a firm footing in Spain, which is the
country generating the most tourist traffic in Europe. The
constant improvement in Iberia’s operating result for two
years now also bears out the effectiveness and seriousness
of the adaptation programme pursued, which is based
primarily on reducing operating costs. Particularly signifi-
cant in this instance is the Spanish Government’s claim
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that cost reduction is a fundamental objective of the adap-
tation programme as far as Jberia and Teneo are
concerned, who also see continued efforts to reduce costs
beyond 1996 as essential. Indeed, the information held by
the Commission shows that by 1998 the productivity and
cost-reduction efforts made by Iberia will enable it to
make up much of the present leeway on the average taken
over the following companies: British Airways, KLM,
Lufthansa and Air France. The undertaking by the
Spanish authorities that, if the objectives of the adaptation
programme are not met, Teneo and Iberia will meet any
need for additional capital by a greater reduction of costs,
by disinvestment and by the involvement of private inves-
tors, is a further factor of risk reduction.

In the final analysis, the investment of Pta 87 billion is in
the lower bracket of the value of Iberia’s equity in 1999,
as based on the method set out above and updated over a
period of four years by an annual rate of return of 30 %.
The test of the investor in a market economy must there-
fore be regarded as satisfied by the injection of capital in
question.

In addition, and to complete its analysis, the Commission
has also looked at Iberia’s equity needs and has found,
from the information in its possession, that Iberia must
deal in the coming months with the cost of the staff-
reduction programme and with several loan repayments.
Despite the constant improvement in cash flow generated
by operating, the company’s financial situation will not
allow it to meet all these obligations and Iberia’s need for
an injection of fresh funds in the short term is at least Pta
48 billion. The company’s debt-to-equity ratio is also far
higher than that of other European countries, as stated at
the end of point I above. While Iberia’s sale of some of its
assets and holdings to Andes Holding BV has made for a
net intake of fresh capital it has brought no significant
change to the company’s liability structure since these
sales have, on the contrary, brought about a net book loss.
But Iberia’s insolvency and its lack of equity demand a
healthier financial structure with increased equity for at
least three reasons. First of all, there is a need to reassure
the company’s current and future debtors, in particular
the banks whose financing is vital to the survival of the
company and who might be tempted to pull out or
demand prohibitive interest rates due to the lack of
equity. The Commission would point out at this stage
that it would regard any guarantee of payment explicitly

or implicitly made to Iberia’s creditors by Teneo or by
any other public entity as illegal State aid, not having
been notified (*). Secondly, Iberia’s liabilities must be
improved in order to attract private partners in the short
or medium term on conditions which are satisfactory to
the company and to its shareholder, Teneo. Finally, an
injection of capital of more than short-term financial
needs is a clear indication, especially to staff made uneasy
by several years of difficulties, of Teneo’s confidence in
the future of Iberia. Under these circumstances, given that
the Spanish Government has explicitly stated that the
capital injected will be used solely to cover the cost of
staff reduction or to reduce debts on a commercial basis,
the amount of Pta 87 billion, which definitely covers
Iberia’s short-term needs, ties in with Teneo’s long-term
strategy regarding its subsidiary.

It should also be added that despite the increase in capital
of Pta 87 billion the financial expenses-to-turnover ratio
of Iberia will be far higher than the average of British
Airways, KLM and Lufthansa through to 1998. Similarly,
Iberia’s gearing, defined as the ratio between the sum of
bank debts and leasing, on the one hand, and total equity,
on the other, will remain considerably higher for the
same period than the average of these three competitors.

It follows from all the above points that the various tran-
sactions concerning the company Andes Holding BV and
the injection of capital of Pta 87 billion by the holding-
company Teneo into Iberia do not amount to State aid
within the meaning of Article 92 (1) of the Treaty or
Article 61 (1) of the Agreement. Consequently, no objec-
tions should be raised to these operations and the proce-
dure should be closed. This Decision takes account, in
particular, of the Spanish Government’s undertaking
regarding the following conditions:

— should Iberia be able to exercise its opinion to buy
back the Latin American holdings sold to Andes
Holding BV, during the first two years following their
sale, including the period of due diligence, the
company undertakes only to do so if (a) the market
value of the shareholders’ equity of the entire group is
not less than 30 % of the group’s enterprise value
(‘group enterprise value’ being taken to mean the
value of the capacity of all the assets of the group to

(") See letter from the Commission to the Member States of §
April 1989 (Ref. SG(89) D/4328).
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generate profits) and if (b) a private investor plays a
significant part, either directly or indirectly, in the
operation. The same dual condition will apply during
the third year following the sale, should Iberia present
the most attractive bid. It will not apply, however, if
Iberia exercises its buy-back option in order to resell
the assets in question immediately to third parties,

— Teneo will have a share in Andes Holding BV with
the same rights and obligations as the other sharehol-
ders and financiers of Andes Holding BV and in
accordance with business principles. Decisions
concerning Andes Holding BV will be taken by a
majority of its shareholders, in accordance with the
agreements concluded between the parties in accor-
dance with Dutch or British law, as applicable. Where
in future, for commercial reasons affecting Andes
Holding BV, Teneo is forced to hold some of the
assets of Andes Holding BV the Spanish Government
undertakes to oblige Teneo to sell these assets subse-
quently to a third party. Apart from the cases resulting
from its rights and obligations as set out in the agree-
ments relating to Andes Holding BV, Teneo will not
acquire any of the assets of Andes Holding BV,

— no Spanish public entity or enterprise other than
Iberia and Teneo will be involved in transactions
concerning Andes Holding BV or acquire assets from
Andes Holding BV,

— the injection of capital authorized will be used only (a)
to cover staff-reduction costs or (b) to reduce debts. A
report will be drawn up for the Commission on the
implementation of the debt reduction plan. This
report will give a detailed account through to 1999
inclusive of the loans to be reimbursed and of the use
of funds made available through the reduction in
financial expenses. The funds from the injection of
capital may under no circumstances be used to
hamper Iberia’s cost-reduction programme or make
for a significant change in its global strategy of tariffs
and fleet capacity,

— the funds needed to pay staff reduction costs (Pta
36,685 billion) will be transferred to Iberia immedia-
tely after this Commission decision. The remainder of
the capital injection will not be paid to Iberia, on the
other hand, until after the second payment of the
proceeds of the sale to Andes Holding BV of Interin-
vest and Ladeco (see above).

— Iberia and Teneo agree that cost reduction is a funda-
mental objective of the adaptation programme and
that continued efforts to reduce costs beyond 1996 are
essential,

— where the objectives of the adaptation programme are
not achieved and where, consequently, Iberia needs
additional capital, Teneo and Iberia will meet that
need through greater cost reduction, disinvestment or
injections of capital primarily from private investors.

Finally, the Commission has also taken note of the
willingness of the Spanish authorities to make an extra
capital injection of Pta 20 billion during the first quarter
of 1997, but not to make it until the eight criteria and
objectives set out in point VI above have been met.
Meeting these objectives and criteria will be checked on
the basis of the Iberia’s accounts for 1995 and 1996, as
audited in accordance with Spanish law. The extra injec-
tion of capital will be notified to the Commission. The
Commission, in turn, will examine it in terms of the rule
of the market-economy investor and will check above all
that the aforesaid objectives and criteria have been met.
The Commission will also take account of any other
factors, especially as regards financial projections for the
period from 1997 to 2001, the situation of Iberia and the
group wis-d-vis its main competitors, and other essential
risk factors.

GENERAL REMARKS

As a general rule, the Commission points out that under
Article 93 (3) of the Treaty it must be informed in
advance of any operation likely to involve State aid. The
Commission also stresses that should it receive a notifica-
tion in future concerning an aid project it will have to
take account of all the relevant facts and in particular the
fact that the company has already benefited from State
aid. In such an event the Commission could not authorize
the granting of additional aid otherwise than in excep-
tional and unforeseeable circumstances beyond the
control of the company (),

(') Application of Articles 92 and 93 of the EC Treaty and
Article 61 of the EEA Agreement to State aids in the aviation
sector, Chapters 1.3 and V.2: O] No C 350, 10. 12. 1994, p. 5.
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HAS ADOPTED THIS DECISION:

Article 1

The various transactions relating to the company Andes
Holding BV and the injection of capital of Pta 87 billion
made by the company Teneo on behalf of the company
Iberia do not amount to State aid within the meaning of
Article 92 (1) of the Treaty establishing the European
Community or Article 61 (1) of the Agreement establi-
shing the European Economic Area, particularly in view

of the Spanish Government’s undertakings set out at the
end of the ante-penultimate paragraph of point VII above.

Article 2

This Decision is addressed to the Kingdom of Spain.

Done at Brussels, 31 January 1996.

For the Commission
Neil KINNOCK

Member of the Commission
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CORRIGENDA

Corrigendum to Commission Regulation (EC) No 294/96 of 15 February 1996 amending
Regulation (EC) No 1489/95 setting export refunds on fruit and vegetables

(Official Journal of the European Communities No L 38 of 16 February 1996)

On pages 16 and 18, Annexes I and II, in the product code column, next to oranges:

for: ‘0805 10 32 200
0805 10 34 200
0805 10 36 200’

read: ‘080510 31 200
080510 33 200
0805 10 35 200
0805 10 37 200
0805 10 38 200
0805 10 39 200’.

Corrigendum to Commission Regulation (EC) No 623/96 of 9 April 1996 amending Regula-
tion (EC) No 1489/95 setting export refunds on fruit and vegetables

(Official Journal of the European Communities No L 89 of 10 April 1996)

On pages 12 and 14, Annexes I and I, in the product code column, next to oranges:

for: ‘0805 10 32 200
0805 10 34 200
0805 10 36 200’,

read: ‘080510 31 200
0805 10 33 200
0805 10 35 200
0805 10 37 200
0805 10 38 200
0805 10 39 200",
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