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on State aid to  

International Pipe System AS (Norway) 

 

 

THE EFTA SURVEILLANCE AUTHORITY, 

 

Having regard to the Agreement on the European Economic Area, in particular to 

Articles 61 to 63 of the Agreement, 

 

Having regard to the Agreement between the EFTA States on the establishment of a 

Surveillance Authority and a Court of Justice, in particular Article 1 of Protocol 3 

thereof, 

 

 

WHEREAS: 

 

1.  FACTS 

 

The notification 

 

The Norwegian authorities notified by fax of 24 February 1997 (Doc. No 97-1196A) 

plans to award aid provided by the Industrial Fund of Surnadal (IFS) in favour of an 

investment project related to the establishment of a new enterprise, International Pipe 

System AS (IPS), in the Municipality of Surnadal. 

 

The Authority requested additional information on the investment project and its 

financing by letter of 26 February 1997 (Doc. No. 97-1235-D), to which the 

Norwegian authorities responded in their letter of 8 April 1997 (Doc.No. 97-2172A).  

 

The investment project 

 

The investment project concerns the establishment of IPS, a company which is 

foreseen to produce and market plastic tubes and tube-systems (sanitary equipment) 

for the domestic and export markets (mainly Scandinavia). The production activities 
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in Surnadal will take place on premises rented by the JEBO group to which IPS 

belongs. 

 

The Norwegian authorities inform that IPS will produce what is described as a new 

generation of tubes and tube-systems to the sanitary sector based on polypropylen and 

polyetylen. These materials are, according to the notification, less polluting and 

therefore more environmentally friendly than similar products based on PVC.  

 

The total costs of the project are estimated at NOK 83.9 mill. This includes 

investment in machinery and equipment in Surnadal of NOK 46.6 mill., a working 

capital of NOK 25 mill. and investments in machinery and equipment in Poland 

estimated at NOK 12,3 mill.  

 

IPS will be financed as indicated below: 

 

 a) Equity capital     NOK    3,5 mill. 

b)  Bank loans        “” 34,1  “” 

c)  Grant, Surnadal municipality, IFS     “”   3,0  “” 

d)  Loan, Surnadal municipality, IFS     “”   2,0  “” 

 e) Risk loan, SND       “” 23,0  “” 

 f) Investment grant, SND      “”   4,6  “”  

g)  Loan provided by the owners       “”   5,4  “” 

h)  Financed by deliverers (equipment)    “”   8,3  “” 

 

 TOTAL      NOK 83,9 mill. 

 

Financing from public sources 

 

In their notification the Norwegian authorities make reference to the fact that 

financing of commercial activities by the Industrial Fund of Surnadal (IFS) is subject 

to regulations which require that such financial assistance be in accordance with the 

“de minimis” rule1 on State aid as applied within the EEA. The scheme as such has 

therefore not been reported to the Authority as an existing aid scheme in the meaning 

of Article 61(1) EEA. However, in the case under consideration, the Executive 

Committee of the Local Council of Surnadal has decided to provide a grant and a loan 

to IPS which go beyond the ordinary provisions of IFS and the limits set by the “de 

minimis” rule. Consequently, the Norwegian authorities have recognized their 

obligation to notify the Authority of the financing provided to IPS in the case under 

consideration.  

 

Other public financing to IPS will be provided by The Norwegian Industrial and 

Regional Fund (SND). SND’s contributions concern the application of its Regional 

Investment Grant Scheme (Aid no. 93-143) and Regional Risk Loan Scheme (Aid no. 

93-145), which have been reported to the Authority as existing aid schemes at the 

entry into force of the EEA Agreement. 

 

                                                 
1 Ref. Chapter 12 of the Procedural and Substantive Rules in the Field of State Aid (State Aid 

Guidelines) as amended by the Authority on 15 May 1996. 
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International Pipe System AS 

 

IPS is registered with an equity capital of NOK 0,5 mill., which will be expanded to 

NOK 3,5 mill. The business plan envisages a turnover in 1997 of NOK 85 mill. and a 

balance of NOK 65 mill. It is foreseen that IPS will have 55 employees, whereof 52 

employees will be in Surnadal.  

 

IPS is a part of the JEBO-group owned by J E Botten. The JEBO-group had a 

combined turnover of NOK 169 mill. and a balance-sheet total of NOK 107 mill. in 

1995.  

 

The Municipality of Surnadal is situated on the west coast of Norway in the county of 

Møre og Romsdal. The production facilities as well as management and sales 

functions will be situated in Surnadal. It is foreseen that IPS will establish sales 

offices in Sweden and Denmark.  

 

II. APPRECIATION 

 

The proposed financing from IFS in the form of a grant and a loan on favourable 

terms is awarded by local government, i.e. through State resources in the meaning of 

Article 61(1) of the EEA Agreement. The products of IPS are covered by the EEA 

Agreement and IPS will be in competition with other EEA producers. The aid 

measures will relieve IPS from part of the investment costs. It must, therefore, be 

concluded that the financing provided by IFS threatens to distort competition and 

affect intra-EEA trade, and that this proposed financing constitutes State aid in the 

meaning of Article 61(1) of the EEA Agreement. 

 

Aid awarded in accordance with the “de minimis” rule is considered by the Authority 

not to have an appreciable effect on trade and competition. In such cases Article 61(1) 

can be said not to apply2 and notification of such aid is not required. As the case at 

hand involves aid beyond the limit set by the “de minimis” rule, the Norwegian 

authorities have by the notification of 24 February 1997, fulfilled their obligation 

under Article 1(3) of Protocol 3 to the Surveillance and Court Agreement to notify 

plans to grant or alter aid. 

 

IPS will be established in Surnadal. Surnadal is located within target zone B of the 

map of assisted areas eligible for regional investment aid in Norway3. The maximum 

admissible aid level in target zone B is set at 25 % of the eligible costs in net grant 

equivalent terms (NGE). A top-up of 5 % gross is allowed for small and medium-

sized enterprises (SMEs). 

 

As foreseen in the Authority’s decision approving the map of assisted areas, and by 

virtue of regulations for awards of regional aid in Norway approved by the Authority, 

the aid ceilings are applicable as overall cumulative ceilings for regional investment 

aid from all public sources, including individual awards of aid. The Authority has 

                                                 
2 Ref. Paragraph 12.1 of the State Aid Guidelines 
3 Approved by the Authority on 16 November 1994 (Dec. No. 157/94/COL) 
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therefore in its assessment of the compatibility of the aid provided by IFS, also taken 

into account the aid related to the public financing of IPS provided by SND under the 

Regional Risk Loan Scheme (Aid no. 93-145) and the Regional Investments Grant 

Scheme (Aid no. 93-143). 

 

Of the total project costs of NOK 83.9 mill., investment in fixed assets4 notably 

machinery and equipment amounting to NOK 46.6 mill. are eligible for regional 

investment aid. The Norwegian authorities have not supplied any detailed information 

on the foreseen investment in Poland. That part of the investment has therefore not 

been taken into account as costs eligible for regional investment aid. 

 

The grant provided by IFS is taxable. Taking into account the corporate tax rate of  

28 % (maximum taxation on limited enterprises in Norway), the grant of NOK 3 mill. 

constitutes NGE amounting to NOK 2.16 mill., corresponding to 4.64 % of the 

eligible investment costs.  

 

The favourable terms of the loan of NOK 2 million provided by the IFS imply that it 

constitutes State aid. The Authority has noted that during an initial grace period no 

repayment on principal  or payment of interest is required before the enterprise has 

reached an equity capital share on 30 %. IPS is then obliged to start to repay the loan 

in straight-line annual instalments over ten years even if the equity capital share 

proves to be below 30 % and to do so at a nominal interest rate of 12 % p.a. The grace 

period referred to above may, however, not exceed ten years. In the absence of other 

information, the Authority has assumed the risk exposure of the loan to be the same as 

for the risk loan provided by SND. The reference rate of interest for Norway, at 

present of 6.24 % p.a.5, has in accordance with point 27.3.f. of the State Aid 

Guidelines been applied to adjust aid to current value and to calculate the aid element 

of the loan. Tax effects have been taken into account. Against this background the net 

grant equivalent of the favourable terms have been estimated by the Authority at NOK 

0.827 mill. The aid element of the loan corresponds thereby to 1.77 % of the eligible 

investment costs. Taken together, the aid provided by the IFS, has been estimated at 

6.41 % of the eligible investment costs. 

 

Grants provided under SNDs Investment Grant Scheme are exempted from taxation 

and they are accordingly counted as net grant equivalents (NGE). The grant provided 

by SND of NOK 4.6 mill. corresponds to 9.87 % of the eligible investment costs.  

 

The Authority has taken into account the estimated risk, the interest rate and other 

conditions set by SND for providing the risk loan to IPS when estimating the aid 

element of the risk loan. The risk loan is provided  with a one year grace period, with 

a duration thereafter of eight years to be paid back in straight-line semi-annual 

instalments and at an effective interest rate of 7.45 %. The reference rate of interest for 

Norway is currently 6.24 %6. According to the assessment of the risk made by SND, 

the total risk exposure of the loan of NOK 23 mill. is 20.2 %. This means that SND 

                                                 
4 See Paragraph 10.3.2.1 of the State Aid Guidelines 
5 Ref. Chapter 27.3 (f) of the State Aid Guidelines.  
6 Ref. Chapter 27.3 (f) of the State Aid Guidelines.  
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should have required, in accordance with the “market economy investor principle”7, 

the payment of a guarantee premium with the present value of NOK 4.6 mill. to cover 

its exposure to the risk related to awarding the loan in question. Account has been 

taken of the interest rate being 1.21 % points higher than the reference rate of interest 

and that the loan, thereby, contains an implicit risk premium. A discount rate of  

6.24 % has been used to adjust the aid to current value. The aid element of the risk 

loan has been estimated by the Authority at NOK 2.5 mill. NGE, i.e. 5.36 % of the 

eligible investment costs. The aid provided by SND constitutes thereby 15.23 % of the 

eligible investment costs. 

 

Taken together the aid provided by SND and IFS constitutes a combined volume of 

aid amounting to 21.64 % of the eligible investment costs. The aid intensity is 

therefore  below the ceiling for regional investment aid of 25 % NGE which the 

Authority has approved for target zone B, covering the Municipality of Surnadal. 

 

It must therefore be concluded, that the aid granted by the Industrial Fund of Surnadal 

to IPS qualifies for exemption under Article 61(3)(c) of the EEA Agreement as aid to 

facilitate the development of certain economic areas, without adversely affecting 

trading conditions to an extent contrary to the common interest. 

  

 

 

HAS ADOPTED THIS DECISION: 

 

1)  The EFTA Surveillance Authority has decided not to raise objections to the 

financing to be provided by the Industrial Fund of Surnadal in favour of 

International Pipe System AS, as notified by the Norwegian authorities by fax of 24 

February 1997 (Doc. No 97-1196 A). 

 

 

 

Done at Brussels, 14 May 1997 

 

For the EFTA Surveillance Authority 

 

 

 

Knut Almestad 

President     Bernd Hammermann 

      College Member 

 

 

 

                                                 
7 Ref. Chapter 19 and 20 of the State Aid Guidelines 


