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	DB’s application for up to Euro 15 bn state funding

I write to you about a year after my previous letter in which I expressed concern about the inaccurate criticisms emanating from DB of the UK rail structure and performance.
We subsequently held two seminars, in Berlin and Brussels, which were attended by some of your staff, and in which we sought to put the record straight on these issues.

I am sorry to see, from a copy of a letter from you to a German Member of Parliament (copy attached), that these inaccuracies are still continuing, this time in support of an apparent request by DB for up to Euro 15 bn state aids.

This concerns us, both because of your unjust criticism of the UK rail structure, but also because of your clear intention as stated in this letter to ignore the spirit and letter of European legislation which is designed to allow fair open access to the German railway network for freight, and the unnecessary difficulties which our members will have in obtaining contracts to operate in Germany.  This may suit DB, but it is totally contrary to European legislation.

We would therefore like to draw to your attention to a number of inaccuracies and potentially illegal proposals contained in your letter to this member of parliament.

- You are incorrect in saying that no other country has a level of competition in the rail sector comparable to Germany’s.   The UK has a much higher level of competition – all the passenger services are awarded to private companies after a process of competitive tendering, and there is full competition between the six freight operators, with the largest (EWS Railway) having 65% of the market compared with about 90% for DB Cargo (Railion) in Germany.   There are certainly a greater number of independent operators in Germany than in the UK, but the important issue in competition terms is the market share of the largest operator, which is very much greater in Germany.   
- As we have demonstrated to you earlier this year, UK rail traffic has grown by 60% for freight and 40% for passenger traffic in the last ten years; we believe that this is because of the competition we have above tracks, and the European Commission’s recent documentation supports this view. 

- DB Clearly fears the operation of SNCF trains in Germany and, in order to respond to this, seeks finance to buy 30 ICE Trains costing Euro 900m suitable for deployment in France.   We see no reason why this should require state funding which, in any event, would appear to contravene state aids rules. 

- DB also seeks an investment or Euro 1.5 to 2 bn in freight marshalling yards, rolling stock etc and maritime terminals in Northern ports.   Of course, DB should be applying separately for infrastructure and operations funding.  However, to comply with European law, it is important that all such new infrastructure must be made available to all operators on a fair and non-discriminatory basis.  We believe that any state aid for the purchase of rolling stock is against EU State Aids rules.  These could, in any event, be leased from commercial leasing companies in the same way that is done by private train operators.

- Your letter also states that DB is seeking Euro 1 to 3 bn to enable it to purchase rail infrastructure and train operators in Eastern Europe where finance is in short supply.  Clearly, DB intends to take full control of integrated state-owned infrastructure in as many of the Eastern European member states as funding will allow, even thought all member states have committed to the First Railways Package legislation   We shall watch carefully to see whether any such purchases contravene state aids or competition rules or fail to comply with this First Railway Package.

We believe that you are wrong in saying that such investment by DB will increase rail’s importance in combined transport in Europe.   EU reports have clearly shown that the greatest increase in rail freight occurs when there is a fully operational competitive market, rather than one company seeking to create a monster European rail monopoly. 

Finally, we note that a proportion of the Euro15bn you seek may have to come from the proceeds of privatisation.  It is an odd suggestion that the public authorities selling off state assets should give some of the proceeds back to the company concerned.  This provides a totally unfair subsidy in a market where there is supposed to be open competition with no state aids.

In conclusion, your letter appears to demonstrate that DB has no intention of complying either with the spirit or the letter of current EU railway and competition legislation.  If we are wrong, we would be glad to hear your comments.

We ourselves and our members strongly believe in properly regulated and fair competition to achieve more efficiency, better quality of services and growth in rail freight.  We shall continue to press our case at EU level and elsewhere.    

In the mean time, because of the European interest in DB plans, we are copying this letter widely to interested parties.

Tony Berkeley

Chairman
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