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ELARG 66

"I" ITEM NOTE
from : Enlargement Group
on : 17 May 2000
to : Permanent Representatives Committee
Subject : ENLARGEMENT

- Preparation of the next Accession Conferences at Deputy level with
Slovakia, Latvia and Lithuania
= Chapter 6 : Competition Policy

1. With a view to preparing the above-mentioned Accession Conferences, the Enlargement Group

has reached agreement on draft European Union common positions on Competition Policy.

2. In this light, and in line with the internal arrangements for the negotiations (doc. 5361/00), the

Permanent Representatives Committee is invited to define the common positions as set out in

the Annex.

Following agreement by the Permanent Representatives Committee, the EU common
positions will be made available respectively to Slovakia, Latvia and Lithuania before the
next meetings of the Accession Conferences at Deputy level.

__________________
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ANNEX

CONFERENCE ON ACCESSION
  TO THE EUROPEAN UNION

       - SLOVAKIA -

DRAFT

EUROPEAN UNION COMMON POSITION

Chapter 6: Competition Policy

This position of the European Union is based on its general position for the Accession Conference
with Slovakia (CONF-SK 2/00), and is subject to the negotiating principles endorsed by the
Accession Conference (CONF-SK 14/00), in particular:

"- any view expressed by either party on a chapter of the negotiations will in no way prejudge the
position which may be taken on other chapters;

 - agreements - even partial - reached during the course of the negotiations on chapters to be
examined successively may not be considered as final until an overall agreement has been
established".

The EU underlines the importance for Slovakia of compliance with the Association Agreement as
well as the Accession Partnership, which constitute basic elements of the enhanced pre-accession
strategy. The EU encourages Slovakia to accelerate the process of alignment with the "acquis" and
its effective implementation.

The EU notes that Slovakia accepts the "acquis" under chapter 6 and that Slovakia declares that it
will be able to implement it by the time of accession.

The EU underlines the particular importance of the "acquis" under chapter 6 for the proper
functioning of the internal market, including the creation of a level playing field for investment. 
The significance of the "acquis" is such that Slovakia has undertaken, under the Europe Agreement,
to comply with the Community rules on competition.  Thus, while welcoming Slovakia's statement
that it accepts the "acquis" and will apply it as from the accession, the EU underlines that the
"acquis" under chapter 6, in accordance with the Europe Agreement, has to be applied by Slovakia
already now. In this context, the EU also underlines the importance of reinforcing the administrative
capacity for effective implementation and enforcement of the "acquis". Therefore, the EU will
conduct a general assessment of whether Slovakia has set up effective structures to enforce and
apply the relevant substantive rules of the Community competition "acquis". Moreover, the full and
immediate application of the "acquis" is also necessary in order to adapt companies well before the
date of accession to be able to withstand the competitive pressures of the internal market resulting
from the full and direct application of the competition "acquis" upon accession. It is inconceivable
that the economy of Slovakia would be able to support the switching from one day to the next to the
full and correct application of the "acquis".
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The EU furthermore underlines the importance it attaches to the issue of transparency, particularly
in the field of State aid, where, under the Europe Agreement, each party shall ensure transparency
in the area of public aid, inter alia by reporting annually to the other party on the total amount and
the distribution of the aid given and by providing, upon request, information on aid schemes.

Anti-trust

The EU takes note of the statement by Slovakia that its legislation in the field of antitrust "does not
fully meet the requirements for complete approximation". The EU also notes that Slovakia plans to
adopt a new law on the protection of competition which will enter into force on 1 January 2001, as
well as secondary legislation on block exemptions that will enter into force on 1 December 2002. In
this context, Slovakia is invited to provide further information on the details of the planned
legislation, including with regard to merger control.

State aid

As regards the timely implementation of the Europe Agreement and the fulfilment of accession
criteria in the State aid field, the EU invites Slovakia to:

- urgently bring into line with the Europe Agreement aid measures which even after the
introduction of the new Act on State aid still continue to be granted contrary to EU criteria
pending the introduction of amending legislation currently planned for 2002, notably in the
case of state aid to the steel sector;

- explain whether the Act on State aid enables the State Aid Office to assess all aid projects in
accordance with the EU assessment criteria or whether secondary legislation is required in
order to fully implement the Act. Should secondary legislation be needed, Slovakia is invited
to provide information on the envisaged measures and a precise timetable for their adoption;

- explain whether the State aid Act empowers the State Aid Office to align all existing aid
measures (i.e. those programs on the basis of which aid continues to be granted and which
existed since the Europe Agreement and already before the entry into force of the new Act on
State aid) with the Europe Agreement. If this is not so, Slovakia is invited to provide
information  on the measures envisaged to bring such aid into line with the EU "acquis" and
the envisaged timetable for the introduction of these measures;

- ensure rapid implementation of the Act on State aid and provide information and a clear
timetable on further measures to be taken to make the State Aid Office fully operational. In
this context, Slovakia is invited to provide further information on the planned administrative
capacity at the disposal of the State aid Office as well as a timetable for mobilising these
resources, e.g. adequate staffing of the State Aid Office. The EU underlines that the issue of
adequate staffing must be addressed as a matter of absolute priority;
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- provide information and a clear timetable on further measures to be taken for establishing full
transparency by establishing a comprehensive State aid inventory and drawing up a State aid
report fully comparable with current EU practice, in particular as concerns complete coverage
of all forms of aid;

- inform the Conference on whether the statistical indicators (GDP/capita) for NUTS II regions
have been established. In this context the EU recalls that with regard to regional aid, it is
expected that the maximum aid ceilings applied in Slovakia be, in line with the EU rules on
regional aid, differentiated reflecting the relative situation of the regions. These maximum
regional aid intensities applicable in Slovakia will have to be subject to consultations with the
European Commission.

The EU, furthermore, takes note of the declaration by Slovakia that the State Budget for 2000 does
not foresee State aid allocation for the restructuring of such sensitive sectors as the steel, textile
fibres, and motor vehicle industries, nor for shipbuilding. The EU notes in this context that a full
implementation of the Act on State Aid should now be a top priority and that it should be ensured
that all aid projects, including also those more indirect aid measures that could originate outside the
State Budget, will be subjected to a discipline such as that of the EU. In this context, the EU invites
Slovakia to provide further information on aid granted in the sensitive sectors and ensure that the
necessary further measures are taken to bring all aid measures favouring the sensitive sectors into
compliance with the Europe Agreement.

Public undertakings and undertakings with special or exclusive rights

The EU notes that Slovakia states that exclusive and special rights are granted in the following sectors:
transport, postal services, telecommunications, insurance, water management, energy, radio and
television and that Slovakia shall gradually reduce the existing scope of special and exclusive rights
with a view to reduce such rights to a level which is considered essential for the provision of public
services. In this context, Slovakia is invited to explain what special or exclusive rights exist currently
and how and when they will be adjusted.

With regard to the liberalisation of the telecommunications sector, the EU refers to Chapter 19,
Telecommunications.

State monopolies of a commercial character

The EU notes that Slovakia states that it has transposed the principles of Article 31 of the EC Treaty
and that certain monopolies have been replaced by a system of exclusive licensing. In this context,
Slovakia is invited to confirm whether all State monopolies of a commercial character have been
abolished. Should this not be the case, Slovakia is invited to provide a timetable for the abolition of
the remaining State monopolies of a commercial character. Slovakia is also invited to provide
details on the licensing systems that have replaced these monopolies.

*     *     *



8653/00 MdP/kit 5

(ANNEX) DG E I EN

The EU will continue to monitor the progress in the alignment with and implementation of the
"acquis" throughout the negotiations. A final assessment on the conformity of Slovakia's legislation
and policies with the "acquis" and its implementation can only be made at a later stage of the
negotiations. Particular consideration needs to be given to the links between the present chapter and
other negotiating chapters such as Agriculture, Transport policy, Taxation, Energy, Industrial policy,
Telecommunications and informations technologies, Regional policy and coordination of structural
instruments, Customs union. In addition to all the information the EU may require for the
negotiations on this chapter and which are to be provided to the Conference, the EU invites
Slovakia to provide regularly detailed, written information to the Association Council on progress in
the alignment with and implementation of the "acquis".

In view of the above considerations, the Conference will have to return to this chapter at an
appropriate moment.

Furthermore, the EU recalls that there may be new "acquis" between 1 March 1998 and the
conclusion of the negotiations.

_____________________
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CONFERENCE ON ACCESSION
  TO THE EUROPEAN UNION

       - LATVIA -

DRAFT

EUROPEAN UNION COMMON POSITION

Chapter 6: Competition Policy

This position of the European Union is based on its general position for the Accession Conference
with Latvia (CONF-2 /00), and is subject to the negotiating principles endorsed by the Accession
Conference (CONF-16 /00), in particular:

"- any view expressed by either party on a chapter of the negotiations will in no way prejudge the
position which may be taken on other chapters;

- agreements - even partial - reached during the course of the negotiations on chapters to be
examined successively may not be considered as final until an overall agreement has been
established".

The EU underlines the importance for Latvia of compliance with the Association Agreement as well
as the Accession Partnership, which constitute basic elements of the enhanced pre-accession
strategy.  The EU encourages Latvia to accelerate the process of alignment with the "acquis" and its
effective implementation.

The EU notes that Latvia accepts the acquis under chapter 6 and that Latvia declares that it will be
able to implement it by the time of accession. In this context, the EU invites Latvia to clarify which
parts of the "acquis" it considers as applicable exclusively to Member States.

The EU underlines the particular importance of the "acquis" under chapter 6 for the proper
functioning of the internal market, including the creation of a level playing field for investment. 
The significance of the "acquis" is such that Latvia has undertaken, under the Europe Agreement, to
comply with the Community rules on competition.  Thus, while welcoming Latvia's statement that it
accepts the "acquis" and will apply it as from the accession, the EU underlines that the "acquis"
under chapter 6, in accordance with the Europe Agreement, has to be applied by Latvia already now.
In this context, the EU also underlines the importance of reinforcing the administrative capacity for
effective implementation and enforcement of the "acquis". Therefore, the EU will conduct a general
assessment of whether Latvia has set up effective structures to enforce and apply the relevant
substantive rules of the Community competition "acquis". Moreover, the full and immediate
application of the "acquis" is also necessary in order to adapt companies well before the date of
accession to be able to withstand the competitive pressures of the internal market resulting from the
full and direct application of the competition "acquis" upon accession. It is inconceivable that the
Latvian economy would be able to support the switching from one day to the next to the full and
correct application of the "acquis".
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The EU furthermore underlines the importance it attaches to the issue of transparency, particularly
in the field of State aid, where, under the Europe Agreement, each party shall ensure transparency
in the area of public aid, inter alia  by reporting annually to the other party on the total amount and
the distribution of the aid given and by providing, upon request, information on aid schemes.

Anti-trust

The EU takes note of the statement by Latvia that its legislation in the field of antitrust, since the
entry into force of the Competition Law on 1 January 1998 and the subsequent adoption of
implementing regulations, is based on Articles 81 and 82 EC and the Community secondary
legislation. The EU also takes note of Latvia’s declaration that the block exemptions still missing,
especially in the transportation area, will be timely adopted, and the minor inconsistencies between
the EU merger regulation and the Latvian Competition Law will soon be removed under a draft
amendment. In this context, Latvia is invited to provide further information on the details of the
planned legislation.

State aid

As regards the timely implementation of the Europe Agreement and the fulfilment of accession
criteria in the State aid field, the EU invites Latvia to:

− urgently bring into line with the Europe Agreement aid measures that after the introduction of
the Law on State aid are said to continue to be granted against the EU criteria until 2002,
notably in the case of State aid to the steel sector;

− explain further its system of free economic zones and undertake to urgently bring the aid granted
through these zones into compliance with the Europe Agreement. In particular, Latvia will have
to ensure that any advantages to be offered to prospective investors in the zones are in full
conformity with the EU criteria, such as those for regional aid;

− explain whether the Law on State aid empowers the State Aid Surveillance Commission to align
all existing aid measures (i.e. those programs which existed already before the entry into force of
the Law on State aid) with the EU acquis. Latvia is furthermore invited to provide information
on the measures envisaged to bring such aid into line with the EU acquis and the envisaged time
table for the introduction of these measures;

− provide information and a clear timetable on further measures to be taken for establishing full
transparency by establishing a comprehensive State aid inventory and drawing up a State aid
report fully comparable with the reports drawn up by the Commission, in particular as concerns
complete coverage of all forms of aid;

− inform the Conference on whether the NUTS III regions have already been identified and
statistical indicators (GDP/capita) for these regions established. In this context, the EU recalls
that, with regard to regional aid, it is expected that the maximum aid ceilings applied in Latvia
should be, in line with the EU rules on regional aid, differentiated reflecting the relative
situation of the regions. These maximum regional intensities applicable in Latvia will have to be
subject to consultations with the European Commission;
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− provide further information on aid granted in the sensitive sectors and on plans, including a
precise timetable, to bring all aid measures favouring the sensitive sectors into compliance with
the Europe Agreement.In this context, the EU furthermore invites Latvia to explain in more
detail the declaration that "Latvia takes a reservation in respect to possible changes in the regime
applicable to the steel industry after expiry of the ECSC Treaty".

Public undertakings and undertakings with special or exclusive rights

The EU invites Latvia to clarify whether the competition legislation is applicable and enforceable in
relation to all public undertakings, whatever their corporate form and even if they do not constitute
legal entities separate from the public administration. Furthermore, Latvia is invited to explain what
special or exclusive rights exist currently and how and when they will be adjusted.

*     *     *

The EU will continue to monitor the progress in the alignment with and implementation of the
"acquis" throughout the negotiations. A final assessment on the conformity of Latvia's legislation
and policies with the "acquis" and its implementation can only be made at a later stage of the
negotiations. Particular consideration needs to be given to the links between the present chapter and
other negotiating chapters coordination such as Agriculture, Transport policy, Taxation, Energy,
Industrial policy, Telecommunications and informations technologies, Regional policy and
coordination of structural instruments, Customs union. In addition to all the information the EU may
require for the negotiations on this chapter and which are to be provided to the Conference, the EU
invites Latvia to provide regularly detailed, written information to the Association Council on
progress in the alignment with and implementation of the "acquis".

In view of the above considerations, the Conference will have to return to this chapter at an
appropriate moment.

Furthermore, the EU recalls that there may be new "acquis" between 1 March 1998 and the
conclusion of the negotiations.

_________________
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CONFERENCE ON ACCESSION
  TO THE EUROPEAN UNION

       - LITHUANIA -

DRAFT

EUROPEAN UNION COMMON POSITION

Chapter 6: Competition Policy

This position of the European Union is based on its general position for the Accession Conference
with Lithuania (CONF-LT 2/00), and is subject to the negotiating principles endorsed by the
Accession Conference (CONF-LT 14/00), in particular:

"- any view expressed by either party on a chapter of the negotiations will in no way prejudge the
position which may be taken on other chapters;

 - agreements - even partial - reached during the course of the negotiations on chapters to be
examined successively may not be considered as final until an overall agreement has been
established".

The EU underlines the importance for Lithuania of compliance with the Association Agreement as
well as the Accession Partnership, which constitute basic elements of the enhanced pre-accession
strategy.  The EU encourages Lithuania to accelerate the process of alignment with the "acquis" and
its effective implementation.

The EU notes that Lithuania accepts the "acquis" concerning antitrust and State aid under chapter 6
and that Lithuania declares that it will be able to implement it by the time of accession. In this context,
the EU invites Lithuania to confirm that it accepts all the "acquis" falling under chapter 6, i.e. also that
relating to Public Undertakings and Undertakings with Special or Exclusive Rights and State
Monopolies of a Commercial Character.

The EU underlines the particular importance of the "acquis" under chapter 6 for the proper
functioning of the internal market, including the creation of a level playing field for investment. 
The significance of the "acquis" is such that Lithuania has undertaken, under the Europe Agreement,
to comply with the Community rules on competition. Thus, while welcoming Lithuania's statement
that it accepts the "acquis" and will apply it as from the accession, the EU underlines that the
"acquis" under chapter 6, in accordance with the Europe Agreement, has to be applied by Lithuania
already now. In this context, the EU also underlines the importance of reinforcing the administrative
capacity for effective implementation and enforcement of the "acquis". Therefore, the EU will
conduct a general assessment of whether Lithuania has set up effective structures to enforce and
apply the relevant substantive rules of the Community competition "acquis". Moreover, the full and
immediate application of the "acquis" is also necessary in order to adapt companies well before the
date of accession to be able to withstand the competitive pressures of the internal market resulting
from the full and direct application of the competition "acquis" upon accession. It is inconceivable
that the Lithuanian economy would be able to support the switching from one day to the next to the
full and correct application of the "acquis".
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The EU furthermore underlines the importance it attaches to the issue of transparency, particularly
in the field of State aid, where, under the Europe Agreement, each party shall ensure transparency
in the area of public aid, inter alia  by reporting annually to the other party on the total amount and
the distribution of the aid given and by providing, upon request, information on aid schemes.

Anti-trust

The EU notes that Lithuania states that its legislation in the field of antitrust, the Law on
Competition of 23 March 1999, is in line with the "acquis" as regards both implementation and
application of anti-trust principles. However, the EU notes that Lithuania furthermore states that full
compliance with the anti-trust "acquis" is expected by 31 December 2001 after adoption of all the
relevant secondary legislation. In this context Lithuania is invited to provide further information,
including a precise timetable, on the planned legislation.

State aid

The EU takes note of the declaration by Lithuania that it envisages to fully transpose the State aid
"acquis" before 31 December 2003. The EU notes in this context that in view of the need to become
accustomed to a competition discipline such as that of the Community well before the date of
accession, this target date is too late. Lithuania is therefore invited to accelerate preparations to
bring forward the date for full alignment.

As regards the timely implementation of the Europe Agreement and the fulfilment of the accession
criteria in the State aid field, the EU invites Lithuania to:

- provide further information, and a more precise timetable on the planned adoption of the State
aid law. In particular, Lithuania should explain when it envisages to implement the law and
elaborate its contents with a view to ensuring full conformity with the EU State aid "acquis".
Furthermore, Lithuania is invited to clarify whether the planned State aid law entails a need to
issue implementing regulations. If this is so, the EU invites Lithuania to provide a clear
timetable on their adoption;

- provide details regarding the treatment of existing aid measures (i.e. those programs on the
basis of which aid continues to be granted and which existed since the Europe Agreement and
already before the entry into force of the present law or the new state aid law to be adopted in
future). In particular, Lithuania is invited to explain whether it is envisaged to deal with such
existing measures under the new comprehensive State aid law to be adopted in future. If this is
not so, Lithuania is invited to explain what are the measures envisaged for bringing such aid
into line with the EU "acquis";
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- confirm that formal procedural rules exist or will be established to empower the State aid
monitoring Division of the Competition Council to exercise a regular and systematic ex ante
control of compatibility of all State aid proposals in Lithuania and that it has the necessary
investigative powers and resources to systematically scrutinise all aid measures;

- provide information and a clear timetable on further measures to be taken for establishing full
transparency by establishing a comprehensive State aid inventory and drawing up a fully
comparable State aid report, in particular as concerns the complete coverage of all forms of
aid;

- explain further its system of free economic zones and undertake to urgently bring the aid
granted through these zones into compliance with the Europe Agreement. In particular,
Lithuania will have to ensure that any advantages to be offered to prospective investors in the
zones are in full conformity with the EU criteria, such as those for regional aid;

- inform the Conference on whether the NUTS III regions have already been identified and
statistical indicators (GDP/capita) for these regions have been established. In this context, the
EU recalls that, with regard to regional aid, it is expected that the maximum aid ceilings
applied in Lithuania should be, in line with the EU rules on regional aid, differentiated
reflecting the relative situation of the regions. These maximum regional aid intensities
applicable in Lithuania will have to be subject to consultations with the European
Commission;

- provide information on aid granted in the sensitive sectors and ensure that necessary measures
are taken to bring all aid measures favouring the sensitive sectors into compliance with the
Europe Agreement.

Public undertakings and undertakings with special or exclusive rights

The EU notes that Lithuania states that its legal framework is broadly in line with the provisions of
Article 86 of the EC Treaty and that it will be brought into full compliance from 1 January 2003. In
this context, Lithuania is invited to explain what special or exclusive rights exist currently and how
and when they will be adjusted.

With regard to the liberalisation of the telecommunications sector, the EU refers to chapter 19,
Telecommunications and Information Technologies.

State monopolies of a commercial character

The EU notes that Lithuania states that its legal framework is broadly in line with the provisions of
Article 31 of the EC Treaty and that it will be brought into full compliance from 1 January 2003. In
this context, Lithuania is invited to explain what State monopolies of a commercial character exist
currently and how and when they will be adjusted.

*     *     *
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The EU will continue to monitor the progress in the alignment with and implementation of the
"acquis" throughout the negotiations. A final assessment on the conformity of Lithuania's legislation
and policies with the "acquis" and its implementation can only be made at a later stage of the
negotiations. Particular consideration needs to be given to the links between the present chapter and
other negotiating chapters such as Agriculture, Transport policy, Taxation, Energy, Industrial policy,
Telecommunications and informations technologies, Regional policy and coordination of structural
instruments, Customs union. In addition to all the information the EU may require for the
negotiations on this chapter and which are to be provided to the Conference, the EU invites
Lithuania to provide regularly detailed, written information to the Association Council on progress
in the alignment with and implementation of the "acquis".

In view of the above considerations, the Conference will have to return to this chapter at an
appropriate moment.

Furthermore, the EU recalls that there may be new "acquis" between 1 March 1998 and the
conclusion of the negotiations.

                                 


