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Dear Madam/Sir,

Subject: Letter concluding pre-notification contacts regarding a new labour
market measure (AfT)

On20 Novernber 2015, the EFTA Surveillance Authority ('the Authority') received a pre-
notification regarding a new labour market measure, preparatory work training in favour
of disabled persons (AFT). The matter was discussed in a conference call with the
Competition and State Aid Directorate ('CSA') on 22 January 2016, and further written
information was provided on I and 19 February 2016. Based on the information at our
disposal and the following considerations, CSA has come to the preliminary conclusion
that the proposed measure does not constitute state aid.

1. No primary economic activity:

The provision of services does not qualiff as an economic activity if they are provided
in fulfilment of a state's duty towards its population according to the principle of
national solidarity, i.e. there is no connection between the actual cost of the services
and the fees paid by those who benefit from thern.

The provision of vocational training to disabled persons has been a long-standing
social objective in Norway. Under the AFT scheme, the sheltered workshops' main
activity is the rehabilitation and training of disabled people. The Norwegian state pays

the total net costs of the training services provided; there is no contribution from the
participants. Furthermore, the disabled participants in these trainings are not employed
by the workshops and do not qualiff as "workers".

On this basis, CSA has reached the preliminary conclusion that the provision of
training services by the sheltered workshops under the AFT progralnme does not
constitute an economic activity.

2. Ancillary economic activities:

The sheltered workshops providing training services under the AFT scheme are

allowed to sell the goods and services they produce on the market.
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CSA considers that this sale of goods and services would constitute an economic
activity. However, it is inextricably linked to the primary training activities and
therefore ancillary to the main non-economic activity of the sheltered workshops under
the AFT scheme. Accordingly, the ancillary economic activity does not result in the
sheltered workshops qualiffing as undertakings for the purpose of the EEA state aid
rules. Furthermore, based on the data from the existing APS scheme, CSA understands
that sales income only accounts for about 16%o of the income of sheltered workshops
under the scheme. The Norwegan authorities expect that the share of production - and
therefore also income - under the proposed AFT scheme will be at most similar, if not
lower, than that for the existing APS scheme.

Based on the above, CSA has reached the preliminary conclusion that any economic
activity resulting from the sale of goods and services by the sheltered workshops under
the AFT scheme is purely ancillary.

3. Safezuards and further considerations:

CSA welcomes that the proposed AFT scheme contains a number of safeguards that
reduce any impact on trade and competition from the measure. These include in
particular the following:

- Sheltered workshops have to be non-profit entities that reinvest any net income.
- Annual random checks are undertaken to ensure that sheltered workshops comply

with the obligation that vocational training is their primary activity.
- The grant level under the AFT scheme is reviewed on a regular basis to ensure that

there is no overcompensation.
- Sheltered workshops have to charge market price for any goods and services they

sell on the market.
- Sheltered workshops have to implement accounting separation between dif[erent

rehabilitation programmes.

Finally, CSA understands that sheltered workshops mostly sell goods and services on a
small scale and into purely local markets.

This is a letter concluding the pre-notification contacts in the case at hand in accordance
with paragraph 16 of the Authority's Guidelines on Best Practice for the conduct of state
aid control procedures. It represents CSA's informal preliminary assessment, and it is as
such not binding on the Authority. The Norwegian authorities remain free to noti$r the
measure to the Authority should they deem it necessary to obtain a formal decision on the
measure pursuant to Article 4 of Part II of Protocol 3 to the Surveillance and Court
Agreunent.

Yours faithfully,

Director
Competition and State Aid Directorate


