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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

DB apparently believes that such actions will increase rail’s importance in combined transport in Europe.   We support the conclusions of the various EU reports, and our own UK experiences, that clearly demonstrate 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. 

DB clearly intends to persevere with its refusal to fully separate infrastructure and operations with all the hidden subsidies that this can entail and, worse still, seeks to export this model elsewhere in Europe. 

We note that a proportion of the Euro15bn sought by DB 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.

Having read with interest recent comments in the Financial Times from the Commission that State aids should be confined to non-ailing companies in growth and innovative sectors, we strongly urge the Commission to seek information from the German Government on these issues and to take action to prevent state aids to be used for these DB purposes. These issues show the importance of setting the legal framework for the European rail freight market right and to achieve full independence and unbundling in order to make this market a competitive and mature one. We are counting on your ongoing and focused support with that. 
I look forward to your comments.
Tony Berkeley

Chairman
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