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

I write to you to express our concern about the direction of DB and German Government policy, as outlined in a letter from DB Chairman of the Board Dr Mehdorn to a German member of parliament, (copy attached) in which he sets out his request for up to Euro 15 bn of state aid.
I have responded (letter also attached) about the continuing inaccuracies coming from DB about the structure of the UK rail industry; DB clearly sees past problems in the UK as justification for DB and its government for failing to comply with the spirit and letter of European legislation which is designed to allow fair open access to the German railway network for freight.  This continues to cause unnecessary obstructions and difficulties which our UK RFG members have in obtaining contracts to operate in Germany.  This may suit DB, but it is totally contrary to European legislation.

Details of our concern are set out in my letter to Dr Mehdorn and are not repeated here, but DB’s requests include:
- funding to buy ICE trains to compete in France
- funding for marshalling yards, rolling stock and rail freight terminals.

- funding to purchase infrastructure managers and train operators in CEE countries

Many of these issues are state aids ones, on which I have written to Commissioner Barrot.  However, there are in our view some serious competition issues which are of particular concern in an industry where, in Germany, DB Cargo/Railion has about 90% of the market.  This compares with the largest operator in the UK, EWS Railway, having 65% of the market.  Even with this lower market share, our UK regulatory authorities have recently acted twice on competition issues in this rail freight market. 

Our main concern from a competition point of view is the proposal by DB to purchase train operators in other member states, particularly in former CEE countries, where is still no competition for the incumbent railways.  These latter are often short of money, and have to pay access charges which, for historical reasons, subsidise passenger services but which make it very difficult for them to compete with road.
However, a purchase of such monopoly companies by an even larger company in Germany (with already 90% of the market there) will create an even greater monopoly of freight train operations across parts of Europe.

We cannot believe that this complies with EU competition law, and we hope that you will take steps to investigate this and, if necessary, to prevent such purchases taking place. 
This is also in the context of the current revision of the First Railway Package by EU DG TREN and the recent energy court ruling in Germany which seriously jeopardizes the railway markets’ ability to function properly. 
We would be very grateful for your ongoing support in order to provide for a fair, transparent and competitive market in the interest of all stakeholders. 
I look forward to your comments.
Yours sincerely,
Tony Berkeley

Chairman
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