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(Mitteilungen)

MITTEILUNGEN DER ORGANE, EINRICHTUNGEN UND SONSTIGEN STELLEN
DER EUROPAISCHEN UNION

EUROPAISCHE KOMMISSION

Genehmigung staatlicher Beihilfen nach den Artikeln 107 und 108 des Vertrags iiber die
Arbeitsweise der Europidischen Union

Vorhaben, gegen die von der Kommission keine Einwinde erhoben werden
SA.108573
(Text von Bedeutung fiir den EWR)

(2023/C 336/01)

Datum der Annahme der Entscheidung | 7.9.2023

Nummer der Beihilfe SA.108573
Mitgliedstaat Italien
Region

Titel (und/oder Name des Begiinstigten) | TCTF: Aid to undertakings performing own-account road haulage transport of
goods

Rechtsgrundlage — Article 14 Decree Law No. 144 of September 23, 2022, converted with
amendments by Law No. 175 of November 17 2022, and amended by
Article 34 paragraph 1 of Decree Law No. 48 of May 4, 2023 ,Additional
urgent measures on national energy policy, business productivity, social
policies and for the implementation of the National Recovery and Resilience
Plan (NRP)“, — Draft Interministerial Decree, as provided for in Article 14(2)
of the Decree-Law 1442022, stipulating the criteria for the implementation
of the measure.

Art der Beihilfe Regelung

Ziel Behebung einer betrichtlichen Storung im Wirtschaftsleben eines Mitgliedstaats
Form der Beihilfe Steuerfreibetrag

Haushaltsmittel Haushaltsmittel insgesamt: 85 000 000 EUR

Jahrliche Mittel: 85 000 000 EUR

Beihilfehochstintensitit

Laufzeit bis zum 31.12.2023

Wirtschaftssektoren Giiterbeforderung im Strafienverkehr
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Name und Anschrift der Bewilligungs- | MINISTRY OF INFRASTRUCTURE AND TRANSPORT
behorde PIAZZALE DI PORTA PIA, 1 — ROMA (ITALY)

Sonstige Angaben

Die rechtsverbindliche(n) Sprachfassung(en) der Entscheidung, aus der/denen alle vertraulichen Angaben gestrichen sind,
finden Sie unter:

https://competition-cases.ec.europa.eu/search?caselnstrument=SA


https://competition-cases.ec.europa.eu/search?caseInstrument=SA
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Genehmigung staatlicher Beihilfen nach den Artikeln 107 und 108 des Vertrags iiber die
Arbeitsweise der Europidischen Union

Vorhaben, gegen die von der Kommission keine Einwinde erhoben werden

SA.108575
(Text von Bedeutung fiir den EWR)

(2023/C 336/02)

Datum der Annahme der Entscheidung | 8.9.2023
Nummer der Beihilfe SA.108575
Mitgliedstaat Italien
Region Italien

Titel (und/oder Name des Begiinstigten)

TCTF: Emergency support to bus transport operators for the purchase of fuel

Rechtsgrundlage

Article 14, paragraphs 1 (b), DECREE-LAW September 23, 2022, No. 144,
converted, with amendments, into LAW No. 175 of 17 November 2022

Art der Beihilfe

Regelung

Ziel

Behebung einer betrachtlichen Stérung im Wirtschaftsleben eines Mitgliedstaats

Form der Beihilfe

Steuerfreibetrag, Zuschuss

Haushaltsmittel

Haushaltsmittel insgesamt: 15000 000 EUR
Jahrliche Mittel: 15 000 000 EUR

Beihilfehochstintensitit

Laufzeit

bis zum 31.12.2023

Wirtschaftssektoren

Sonstige Personenbeforderung im Landverkehr

Name und Anschrift der Bewilligungs-
behorde

Ministry of Infrastructure and Transport — General Directorate for Road Safety
and Road Transport
via Giuseppe Caraci, 36 — 00157 Roma — Italia

Sonstige Angaben

Die rechtsverbindliche(n) Sprachfassung(en) der Entscheidung, aus der/denen alle vertraulichen Angaben gestrichen sind,

finden Sie unter:

https://competition-cases.ec.europa.eu/search?caselnstrument=SA


https://competition-cases.ec.europa.eu/search?caseInstrument=SA
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Genehmigung staatlicher Beihilfen nach den Artikeln 107 und 108 des Vertrags iiber die
Arbeitsweise der Europidischen Union

Vorhaben, gegen die von der Kommission keine Einwinde erhoben werden
SA.108595
(2023/C 336/03)

Datum der Annahme der Entscheidung | 27.7.2023

Nummer der Beihilfe SA.108595
Mitgliedstaat Polen
Region

Titel (und/oder Name des Begiinstigten) | TCTF: Pomoc dla producentéw pszenicy i gryki (poprawka SA.107274
(2023/N))

Rechtsgrundlage Par. 13zw of the Regulation of the Council of Ministers of 27 January 2015 on
the detailed scope and manner of implementation of certain tasks of the Agency
for Restructuring and Modernization of Agriculture (J.O., item 187, as amended)

Art der Beihilfe Regelung

Ziel Behebung einer betrichtlichen Storung im Wirtschaftsleben eines Mitgliedstaats
Form der Beihilfe Zuschuss

Haushaltsmittel

Beihilfehochstintensitit

Laufzeit bis zum 31.12.2023

Wirtschaftssektoren Anbau von Getreide (ohne Reis), Hiilsenfriichten und Olsaaten

Name und Anschrift der Bewilligungs- | Agencja Restrukturyzacji i Modernizacji Rolnictwa
behorde ul. Poleczki 33,02-822 Warszawa

Sonstige Angaben

Die rechtsverbindliche(n) Sprachfassung(en) der Entscheidung, aus der/denen alle vertraulichen Angaben gestrichen sind,
finden Sie unter:

https://competition-cases.ec.europa.eu/search?caselnstrument=SA


https://competition-cases.ec.europa.eu/search?caseInstrument=SA

22.9.2023
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Genehmigung staatlicher Beihilfen nach den Artikeln 107 und 108 des Vertrags iiber die

Arbeitsweise der Europidischen Union

Vorhaben, gegen die von der Kommission keine Einwinde erhoben werden

SA.107711
(Text von Bedeutung fiir den EWR)

(2023/C 336/04)

Datum der Annahme der Entscheidung | 8.8.2023
Nummer der Beihilfe SA.107711
Mitgliedstaat Italien
Region SARDEGNA

Titel (und/oder Name des Begiinstigten)

Regime quadro regionale per il sostegno alle imprese presenti sul territorio
regionale colpite dalla crisi, nei limiti e alle condizioni di cui alla Comunicazione
della Commissione europea C (2022) 7945 del 28 ottobre 2022 ,Temporary
Crisis Framework for State Aid measures to support the economy following the
aggression against Ukraine by Russia“.

Rechtsgrundlage

Proposta di delibera della Giunta regionale (DGR) inerente al Regime quadro
regionale per il sostegno alle imprese presenti sul territorio regionale colpite
dalla crisi, nei limiti e alle condizioni stabilite dalla Comunicazione della
Commissione europea C(2022) 7945 del 28 ottobre 2022 ,Temporary Crisis
Framework for aid measures State in support to the economy following Russian
aggressione against Ukraine®

Art der Beihilfe

Regelung

Ziel

Behebung einer betrichtlichen Storung im Wirtschaftsleben eines Mitgliedstaats

Form der Beihilfe

Zuschuss

Haushaltsmittel

Haushaltsmittel insgesamt: 100 000 000 EUR
Jahrliche Mittel: 100 000 000 EUR

Beihilfehdchstintensitit

Laufzeit

bis zum 31.12.2023

Wirtschaftssektoren

VERARBEITENDES GEWERBE/HERSTELLUNG VON WAREN, ENERGIEVER-
SORGUNG, WASSERVERSORGUNG; ABWASSER- UND ABFALLENTSOR-
GUNG UND  BESEITIGUNG VON  UMWELTVERSCHMUTZUNGEN,
BAUGEWERBE/BAU, HANDEL; INSTANDHALTUNG UND REPARATUR VON
KRAFTFAHRZEUGEN, VERKEHR UND LAGEREI, GASTGEWERBE/BEHERBER-
GUNG UND GASTRONOMIE, INFORMATION UND KOMMUNIKATION,
ERBRINGUNG VON FINANZ- UND VERSICHERUNGSDIENSTLEISTUNGEN,
GRUNDSTUCKS- UND WOHNUNGSWESEN, ERBRINGUNG VON FREIBERUF-
LICHEN, WISSENSCHAFTLICHEN UND TECHNISCHEN DIENSTLEISTUNGEN,
ERBRINGUNG VON SONSTIGEN WIRTSCHAFTLICHEN DIENSTLEISTUNGEN,
KUNST, UNTERHALTUNG UND ERHOLUNG, ERBRINGUNG VON SONSTI-
GEN DIENSTLEISTUNGEN

Name und Anschrift der Bewilligungs-
behorde

Regione Sardegna
Via Cesare Battisti, s.n.c., 09123 — Cagliari

Sonstige Angaben

Die rechtsverbindliche(n) Sprachfassung(en) der Entscheidung, aus der/denen alle vertraulichen Angaben gestrichen sind,

finden Sie unter:

https://competition-cases.ec.europa.eu/search?caselnstrument=SA

C 336/5


https://competition-cases.ec.europa.eu/search?caseInstrument=SA
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Genehmigung staatlicher Beihilfen nach den Artikeln 107 und 108 des Vertrags iiber die
Arbeitsweise der Europidischen Union

Vorhaben, gegen die von der Kommission keine Einwinde erhoben werden

SA.108355
(Text von Bedeutung fiir den EWR)

(2023/C 336/05)

Datum der Annahme der Entscheidung | 4.8.2023
Nummer der Beihilfe SA.108355
Mitgliedstaat Polen
Region

Titel (und/oder Name des Begiinstigten)

Subsidies to the interest of bank loans granted to entities operating in the field of
cereals trading or grain purchase, or agricultural plant seed trading, referred to in
the provisions on seed production, or buying or freezing soft fruit

Rechtsgrundlage

§ 13 zy of the Regulation of the Council of Ministers of 27 January 2015 on the
detailed scope and methods of implementing certain tasks of the Agency for
Restructuring and Modernisation of Agriculture

Art der Beihilfe

Regelung

Ziel

Behebung einer betrachtlichen Stérung im Wirtschaftsleben eines Mitgliedstaats

Form der Beihilfe

Zinszuschuss

Haushaltsmittel

Haushaltsmittel insgesamt: 780 000 000 PLN
Jahrliche Mittel: 390 000 000 PLN

Beihilfehochstintensitit

Laufzeit

bis zum 31.12.2023

Wirtschaftssektoren

GrofShandel mit Getreide, Rohtabak, Saatgut und Futtermitteln, Grofhandel mit
Obst, Gemiise und Kartoffeln

Name und Anschrift der Bewilligungs-
behorde

Agencja Restrukturyzacji i Modernizacji Rolnictwa
ul. Poleczki 33, 02-822 Warszawa

Sonstige Angaben

Die rechtsverbindliche(n) Sprachfassung(en) der Entscheidung, aus der/denen alle vertraulichen Angaben gestrichen sind,

finden Sie unter:

https://competition-cases.ec.europa.eu/search?caselnstrument=SA


https://competition-cases.ec.europa.eu/search?caseInstrument=SA
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Genehmigung staatlicher Beihilfen nach den Artikeln 107 und 108 des Vertrags iiber die

Arbeitsweise der Europidischen Union

Vorhaben, gegen die von der Kommission keine Einwinde erhoben werden

SA.107567
(Text von Bedeutung fiir den EWR)

(2023/C 336/06)

Datum der Annahme der Entscheidung | 10.8.2023
Nummer der Beihilfe SA.107567
Mitgliedstaat Ruminien
Region Ruminien

Titel (und/oder Name des Begiinstigten)

Acordarea de compensatii reprezentdnd contravaloarea produselor pe care
proprietarii nu le recolteazd din cauza functiilor de protectie stabilite prin
amenajamente silvice care determind restrictii in recoltarea de masi lemnoasi

Rechtsgrundlage

Proiect de Hotidrare de Guvern pentru aprobarea Normelor metodologice de
acordare, utilizare §i control a compensatiilor reprezentdnd contravaluarea
produselor pe care proprietarii nu le recolteazd, din cauza functiilor de protectie
stabilite prin amenajamente silvice care determind restrictii in recoltarea de masa
lemnoasd

Art der Beihilfe

Regelung

Ziel

Landwirtschaft, Forstwirtschaft, lindliche Gebiete, Beihilfen zum Ausgleich von
Nachteilen im Zusammenhang mit Natura 2000 in forstwirtschaftlichen
Gebieten

Form der Beihilfe

Zuschuss

Haushaltsmittel

Haushaltsmittel insgesamt: 998 000 000 RON
Jahrliche Mittel: 199 600 000 RON

Beihilfehochstintensitit

Laufzeit

bis zum 31.12.2027

Wirtschaftssektoren

Forstwirtschaft und Holzeinschlag

Name und Anschrift der Bewilligungs-
behorde

Ministerul Mediului; Apelor si Padurilor
Bd. Libertatii, nr. 12; Sector 5; Bucuresti

Sonstige Angaben

Die rechtsverbindliche(n) Sprachfassung(en) der Entscheidung, aus der/denen alle vertraulichen Angaben gestrichen sind,

finden Sie unter:

https://competition-cases.ec.europa.eu/search?caselnstrument=SA

C 336/7


https://competition-cases.ec.europa.eu/search?caseInstrument=SA
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Amtsblatt der Europdischen Union

Genehmigung staatlicher Beihilfen nach den Artikeln 107 und 108 des Vertrags iiber die

Arbeitsweise der Europidischen Union

Vorhaben, gegen die von der Kommission keine Einwinde erhoben werden

SA.109113
(Text von Bedeutung fiir den EWR)

(2023/C 336/07)

Datum der Annahme der Entscheidung | 8.9.2023

Nummer der Beihilfe SA.109113

Mitgliedstaat Slowaketi

Region Bratislavsky, Zapadné Slovensko, Stredné Slovensko, Vychodné Slovensko

Titel (und/oder Name des Begiinstigten)

Schéma §tdtnej pomoci na podporu potravindrskeho sektora a sektora vyroby
kimnych zmesi v dosledku agresie Ruska proti Ukrajine

Rechtsgrundlage

zdkon €. 277[2023 Z. z. o poskytovani dotdcii v pdsobnosti Ministerstva
podohospodarstva a rozvoja vidieka Slovenskej republiky a o zmene a doplneni
niektorych zdkonov zdkon ¢. 280/2017 Z. z. o poskytovani podpory a dotécie v
podohospodarstve a rozvoji vidieka a o zmene zdkona ¢. 292/2014 Z. z. o
prispevku poskytovanom z eurdpskych $trukturdlnych a investi¢nych fondov a o
zmene a doplneni niektorych zdkonov v zneni neskorSich predpisov zdkon
¢. 523/2004 Z. z. o rozpoctovych pravidlich verejnej sprivy a o zmene a
doplneni niektorych zdkonov v zneni neskorsich predpisov zakon ¢. 358/2015
Z.z. o tprave niektorych vztahov v oblasti §tatnej pomoci a minimélnej pomoci
a o zmene a doplneni niektorych zdkonov (zdkon o $tatnej pomoci zdkon
¢.357/2015 Z. z. o finan¢nej kontrole a audite a 0 zmene a doplneni niektorych
zdkonov v zneni neskorsich predpisov zdkon ¢. 177/2018 Z. z. o niektorych
opatreniach na zniZovanie administrativnej zdtaze vyuZzivanim informacnych
systémov verejnej spravy a o zmene a doplneni niektorych zdkonov v zneni
neskorsich predpisov (zdkon proti byrokracii), ndvrh Schémy $tdtnej pomoci na
podporu potravindrskeho sektora a sektora vyroby kfmnych zmesi v dosledku
agresie Ruska proti Ukrajine

Art der Beihilfe

Regelung

Ziel

Behebung einer betrachtlichen Stérung im Wirtschaftsleben eines Mitgliedstaats,
Umweltschutz, Sektorale Entwicklung

Form der Beihilfe

Zuschuss

Haushaltsmittel

Haushaltsmittel insgesamt: 20 000 000 EUR
Jahrliche Mittel: 20 000 000 EUR

Beihilfehdchstintensitit

Laufzeit

bis zum 31.12.2023

Wirtschaftssektoren

VERARBEITENDES GEWERBE/HERSTELLUNG VON WAREN, Herstellung von
Nahrungs- und Futtermitteln, Getrankeherstellung

22.9.2023
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Name und Anschrift der Bewilligungs- | Ministerstvo podohospodarstva a rozvoja vidieka Slovenskej republiky
behorde Dobrovicova 12, 812 66 Bratislava

Sonstige Angaben

Die rechtsverbindliche(n) Sprachfassung(en) der Entscheidung, aus der/denen alle vertraulichen Angaben gestrichen sind,
finden Sie unter:

https://competition-cases.ec.europa.eu/search?caselnstrument=SA


https://competition-cases.ec.europa.eu/search?caseInstrument=SA
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Genehmigung staatlicher Beihilfen nach den Artikeln 107 und 108 des Vertrags iiber die
Arbeitsweise der Europidischen Union

Vorhaben, gegen die von der Kommission keine Einwinde erhoben werden

SA.106209
(Text von Bedeutung fiir den EWR)

(2023/C 336/08)

Datum der Annahme der Entscheidung | 16.6.2023

Nummer der Beihilfe SA.106209

Mitgliedstaat Italien

Region PUGLIA, CALABRIA, BASILICATA, SARDEGNA, MOLISE, ABRUZZO, CAM-

PANIA, SICILIA

Titel (und/oder Name des Begiinstigten)

Piano di Valutazione in relazione al caso SA. 106194 relativo alla proroga, per il
2023, del regime del credito di imposta per investimenti nel Mezzogiorno e
nelle ZES.

Rechtsgrundlage

Articolo 1, commi 265-267, legge 29 dicembre 2022, n. 197 ,Bilancio di
previsione dello Stato per 'anno finanziario 2023 e bilancio pluriennale per il
triennio 2023-2025%

Art der Beihilfe

Regelung

Ziel

Regionale Entwicklung (einschliefSlich der territorialen Zusammenarbeit)

Form der Beihilfe

Andere Formen der Steuervergiinstigung

Haushaltsmittel

Haushaltsmittel insgesamt: 1 512 200 000 EUR
Jahrliche Mittel: 1 512 200 000 EUR

Beihilfehdchstintensitit

Laufzeit

bis zum 31.12.2023

Wirtschaftssektoren

Alle fur Beihilfen in Frage kommende Wirtschaftszweige

Name und Anschrift der Bewilligungs-
behorde

Ministero dell’economia e delle finanze
Dipartimento delle Finanze — Via dei Normanni 5, 00184 Roma

Sonstige Angaben

Die rechtsverbindliche(n) Sprachfassung(en) der Entscheidung, aus der/denen alle vertraulichen Angaben gestrichen sind,

finden Sie unter:

https://competition-cases.ec.europa.eu/search?caselnstrument=SA



https://competition-cases.ec.europa.eu/search?caseInstrument=SA
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v

(Bekanntmachungen)

VERFAHREN BEZUGLICH DER DURCHFUHRUNG DER WETTBEWERBSPOLITIK

KOMMISSION

STAATLICHE BEIHILFEN — UNGARN

Staatliche Beihilfe SA.63470 (2022/C) (ex 2021/N) — Regionale Investitionsbeihilfe fiir Rubin NewCo
2021 Kft.

Aufforderung zur Stellungnahme nach Artikel 108 Absatz 2 des Vertrags iiber die Arbeitsweise der
Europiischen Union

(Text von Bedeutung fiir den EWR)

(2023/C 336/09)

Mit Schreiben vom 27. Oktober 2022 das nachstehend in der verbindlichen Sprachfassung abgedruckt ist, hat
die Kommission Ungarn von ihrem Beschluss in Kenntnis gesetzt, wegen der genannten Mafsnahmen das
Verfahren nach Artikel 108 Absatz 2 des Vertrags iiber die Arbeitsweise der Europaischen Union (AEUV)
einzuleiten.

Alle Beteiligten konnen innerhalb eines Monats nach Veroffentlichung dieser Zusammenfassung und des
Schreibens zu der Beihilfe, die Gegenstand des von der Kommission eingeleiteten Verfahrens ist, Stellung
nehmen. Die Stellungnahmen sind an folgende Anschrift zu richten:

Europiische Kommission
Generaldirektion Wettbewerb
Registratur Staatliche Beihilfen
1049 Bruxelles/Brussel
BELGIQUE/BELGIE

Fax + 32 22961242
Stateaidgreffe@ec.curopa.eu

Alle Stellungnahmen werden Ungarn iibermittelt. Beteiligte, die eine Stellungnahme abgeben, konnen unter
Angabe von Griinden schriftlich beantragen, dass ihre Identitdt nicht bekannt gegeben wird und/oder dass
Teile ihrer Stellungnahme vertraulich behandelt werden.

ZUSAMMENFASSUNG

Beschreibung der Beihilfe, die Gegenstand des von der Kommission eingeleiteten Verfahrens ist

Nach einer Voranmeldung am 11. Juni 2021 meldete Ungarn am 2. Dezember 2021 eine geplante regionale
Investitionsbeihilfe im Umfang von 43,76 Mio. EUR (abgezinster Wert) zur Genehmigung an, die Rubin NewCo 2021 Kft
(im Folgenden ,Rubin“) in Form eines Barzuschusses und einer Steuervergiinstigung fiir die Errichtung einer neuen
Betriebsstitte zur Herstellung von Automobilteilen (im Folgenden ,Investitionsvorhaben®) gewihrt werden sollte. Das
angemeldete Investitionsvorhaben soll in Nordungarn in einem Gebiet, das nach Artikel 107 Absatz 3 Buchstabe a AEUV
fur Regionalbeihilfen in Betracht kommt, durchgefiihrt werden. Nach der ungarischen Fordergebietskarte fiir den Zeitraum


mailto:Stateaidgreffe@ec.europa.eu
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von Juli 2014 bis Dezember 2021 () und der ungarischen Fordergebietskarte fir den Zeitraum von Januar 2022 bis
Dezember 2027 (%) betragt die Obergrenze fiir Regionalbeihilfen in diesem Gebiet 50 %. Im Rahmen des Investitionsvor-
habens wird die Kapazitit zweier bestehender Produktionsstitten in [...] (*) (Europa) zusammengefiihrt. Rubin ist ein
grof8es Unternehmen, das vollstindig im Eigentum von Eachairn Aerospace Holdings Limited, einem Mitglied der Melrose
Group (im Folgenden ,Melrose®), steht. Rubin wird in die Automobilsparte von Melrose als Teil von GKN Automotive
Limited (im Folgenden ,GKN Automotive®) integriert.

Priifung der Vereinbarkeit der Beihilfe

Rechtsgrundlage fiir die Priifung der Vereinbarkeit der in Rede stehenden staatlichen Beihilfe mit dem Binnenmarkt ist
Artikel 107 Absatz 3 Buchstabe a AEUV in Verbindung mit den Regionalbeihilfeleitlinien 2014-2020 (}) (im Folgenden
,Regionalbeihilfeleitlinien 2014“) und den seit dem 1. Januar 2022 geltenden Regionalbeihilfeleitlinien () (im Folgenden
,Regionalbeihilfeleitlinien 2022%) (zusammen ,Regionalbeihilfeleitlinien®).

Nach den Regionalbeihilfeleitlinien (°) konnen Regionalbeihilfen nur genehmigt werden, wenn das geforderte Vorhaben zur
regionalen Entwicklung beitrigt und die Beihilfe einen Anreizeffekt hat. Zudem miissen staatliche Mafsnahmen erforderlich
sein, die Beihilfe muss geeignet und angemessen sein, und sie darf nicht zu ibermifiigen negativen Auswirkungen auf
Wettbewerb und Handel fithren, die die positiven Auswirkungen der Beihilfe aufwiegen wiirden.

Nach Abschnitt 3.5 der Regionalbeihilfeleitlinien 2014 und Abschnitt 5.2 der Regionalbeihilfeleitlinien 2022 kénnen
Regionalbeihilfen nur dann als mit dem Binnenmarkt vereinbar angesehen werden, wenn sie einen Anreizeffekt haben. Ein
Anreizeffekt liegt vor, wenn die Beihilfe das Verhalten eines Unternehmens dahin gehend dndert, dass es durch zusitzliche
Titigkeiten, die es ohne die Beihilfe entweder nicht, nur in geringerem Umfang, auf andere Weise oder an einem anderen
Standort ausgeiibt hitte, einen Beitrag zur Entwicklung eines bestimmten Gebiets leistet. Die Beihilfe darf weder eine
Subvention fiir die Kosten einer Tatigkeit darstellen, die ein Unternehmen ohnehin ausiiben wiirde, noch das tibliche
Geschiftsrisiko einer Wirtschaftstitigkeit ausgleichen. Nach Randnummer 61 der Regionalbeihilfeleitlinien 2014 und
Randnummer 59 der Regionalbeihilfeleitlinien 2022 kénnen fiir den Nachweis eines (inhaltlichen) Anreizeffekts zwei
unterschiedliche Szenarien herangezogen werden: Entweder wire die Investition ohne die Beihilfe an keinem Standort
rentabel genug (Szenario 1), oder die Investition wiirde ohne die Beihilfe an einem anderen Standort getitigt (Szenario 2).
Ungarn macht auf der Grundlage von Szenario 2 geltend, dass die Beihilfe dadurch gerechtfertigt sei, dass ein Nettonachteil
von 66,7 Mio. EUR des ungarischen Standorts im Vergleich zu einem alternativen Investitionsstandort in Eskisehir (Tiirkei)
ausgeglichen werden miisse.

Zum gegenwirtigen Zeitpunkt kann die Kommission nicht den Schluss ziehen, dass die geplante Beihilfe einen Anreizeffekt
hdtte. Die Kommission vertritt die vorldufige Auffassung, dass Melrose bereits im Dezember 2020 beschlossen hat, in
Ungarn zu investieren, da es einen ,Antrag auf Investitionsausgaben“ genehmigte, nachdem GKN Automotive Polen und die
Slowakei als Alternativen zu Ungarn gepriift hatte. Die Tiirkei sei dabei nicht als tragfihige Alternative in Betracht gezogen
worden, und es seien auch keine Beihilfen beriicksichtigt worden. Ungarn macht geltend, die Entscheidung tiber den
Investitionsstandort sei erst im Dezember 2021 gefallen. Melrose habe sich fiir einen Standort in Ungarn anstelle eines
Alternativstandorts in der Tiirkei entschieden, weil es von einer ungarischen Beihilfe ausgegangen sei. So habe Melrose im
Dezember 2020 lediglich die grundsitzliche Absicht bekunden wollen, die Investition zu genehmigen, und habe den
Standort in Ungarn als Arbeitshypothese betrachtet. Ungarn fithrt weiter aus, dass Melrose mehrere Tage vor der
Unterzeichnung des ,Antrags auf Investitionsausgaben“ gefordert habe, die finanziellen Annahmen fiir die Investition in
Ungarn missten sich verbessern, um die Amortisationsdauer [5,4-7] Jahre des Vorhabens auf weniger als [4,5-5,4] Jahre zu
verkiirzen, was Ungarn zufolge ein entscheidender Schwellenwert fiir die Investitionspolitik von Melrose sei. Auf dieser
Grundlage habe GKN Automotive die Mdglichkeit einer Investition in der Tiirkei gepriift, dann aber im Januar 2021 eine
vorldufige Standortentscheidung zugunsten Ungarns unter der Voraussetzung getroffen, dass es alle Anreize in Ungarn
erhalten werde. Im Dezember 2021 habe es sich endgiiltig fir den Standort in Ungarn entschieden.

Die Kommission fragt sich, inwieweit es GKN Automotive bei seinem Versuch, das von Melrose vorgegebene finanzielle Ziel
zu erreichen, freistand, den im Antrag auf Investitionsausgaben angegebenen Standort zu dndern. Falls GKN Automotive
verpflichtet war, im Rahmen der genehmigten Projektbeschreibung zu arbeiten, ist die Kommission vorldufig der
Auffassung, dass die Tiirkei nur als kontrafaktischer Investitionsstandort angegeben wurde, damit GKN Automotive einen
Anreizeffekt nachweisen und somit Regionalbeihilfen fur die Investition erhalten konnte, und nicht im Rahmen eines echten
kontrafaktischen Szenarios fiir die Durchfithrung des Investitionsvorhabens ohne Beihilfe.

() Beschluss der Kommission vom 11. Marz 2014 in der Sache SA.37718 (2013/N) (ABL. C 172 vom 6.6.2014, S. 1), gedndert durch
den Beschluss der Kommission vom 11. Oktober 2016 in der Sache SA.46346 (2016/N) (ABI. C 4 vom 6.1.2017, S. 1) und (bis zum
31. Dezember 2021) verlingert durch den Beschluss der Kommission vom 7. Oktober 2020 in der Sache SA.58164 (2020/N)
(ABL. C 430 vom 11.12.2020, S. 1).

) Beschluss der Kommission vom 16. September 2021 in der Sache SA.63934 (2021/N) (ABL C 410 vom 8.10.2021, S. 2).

¥ Vertrauliche Informationen

Leitlinien fiir Regionalbeihilfen 2014-2020 (ABL C 209 vom 23.7.2013, S. 1).

Leitlinien fiir Regionalbeihilfen (ABL. C 153 vom 29.4.2021, S. 1).

Abschnitt 3.1 der Regionalbeihilfeleitlinien 2014 und Randnummer 39 der Regionalbeihilfeleitlinien 2022.
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Die Kommission hegt ernsthafte Zweifel daran, dass eine Amortisationsdauer von maximal [4,5-5,4] Jahren zum Zeitpunkt
der Investition ein mafigeblicher Faktor fiir die Standortentscheidung war. Die Kommission hat dafiir keine Belege aus dieser
Zeit gefunden. Ferner hat Ungarn keine Belege fiir seine Behauptung vorgelegt, Melrose habe eine Verbesserung der
Amortisationsfrist fir die Investition in Ungarn verlangt.

Die Kommission stellt ferner fest, dass nicht klar ist, auf welcher Grundlage die Tiirkei als einziges kontrafaktisches Szenario
gepriift werden sollte, wihrend andere kostengiinstige Standorte nicht beriicksichtigt wurden.

Selbst wenn die Tiirkei zwischen Dezember 2020 und Dezember 2021 als echte Alternative gepriift worden sein sollte, ist
nicht klar, ob dies ein echtes kontrafaktisches Szenario darstellte, fur das GKN Automotive und/oder Melrose sich im
Dezember 2021 ohne staatliche Beihilfe Ungarns entschieden hitten.

GKN Automotive hatte die Tirkei Ende 2019 als potenziellen Standort fiir die Errichtung eines neuen Werks
ausgeschlossen, da seiner Ansicht nach dort politische Risiken bestanden. Die Kommission ist der Auffassung, dass Ungarn
nicht hinreichend nachgewiesen hat, wie sich das politische Risiko, das 2019 als Abschreckungsfaktor eingestuft worden
war, bis Dezember 2020, als die Tiirkei wieder als alternativer Standort prasentiert wurde, gedndert hat. Ungarn hat keine
detaillierte Risikoanalyse, keinen Bericht und kein anderes Dokument zu den 2019, 2020 und Januar 2021
vorgenommenen Bewertungen der politischen und operativen Risiken in der Tiirkei vorgelegt und auch nicht hinreichend
erlautert, warum Melrose undfoder GKN Automotive im Dezember 2020(Januar 2021 die politische Lage als weniger
volatil als 2019 ansahen. Angesichts der Einschatzung der politischen und wirtschaftlichen Volatilitit in der Tiirkei, zu der
GKN Automotive Ende 2021 gelangte, und seiner Auffassung, dass die Risiken dort hoher waren, hat die Kommission
Zweifel daran, dass ein Standort in der Tiirkei eine realistische Alternative war, und ist vorldufig der Auffassung, dass
GKN Automotive ohnehin in Ungarn investiert hitte.

Zudem kann die Priffung der Angemessenheit der Beihilfe nach Abschnitt 3.6 der Regionalbeihilfeleitlinien 2014 und
Abschnitt 5.5.1 der Regionalbeihilfeleitlinien 2022 erst vorgenommen werden, wenn das kontrafaktische Szenario als
glaubhaft eingestuft wurde. Nach dem gegenwirtigen Erkenntnisstand scheint keine Beihilfe erforderlich zu sein, damit die
Investition in Ungarn getdtigt wird, da dies ohnehin erfolgen wiirde. Selbst wenn der kontrafaktische Standort in der Tiirkei
glaubhaft wire, hitte die Kommission Bedenken beziiglich des Umfangs der Investition.

In Abschnitt 3.7.2 der Regionalbeihilfeleitlinien 2014 und in Abschnitt 5.6.2 der Regionalbeihilfeleitlinien 2022 sind eine
Reihe von Umstinden aufgefithrt, unter denen negativen Auswirkungen einer regionalen Investitionsbeihilfe auf den
Wettbewerb und den Handel zwischen Mitgliedstaaten deutlich stirker ins Gewicht fallen als ihre positiven Auswirkungen,
sodass die Beihilfe wahrscheinlich nicht als mit dem Binnenmarkt vereinbar erachtet wiirde. Zum gegenwirtigen Zeitpunkt
konnte die Kommission insbesondere angesichts der Zweifel am kontrafaktischen Szenario nicht feststellen, dass die Beihilfe
nicht in ursdchlichem Zusammenhang mit der Einstellung von Titigkeiten in anderen Landern und ihrer Verlagerung nach
Ungarn steht und nicht zur Schaffung oder Ausweitung von Uberkapazititen auf einem in absoluten Zahlen
schrumpfenden Markt beitragen konnte. Aulerdem konnte die Beihilfe im Falle der Schaffung von Kapazititen auf einem
Markt mit unterdurchschnittlichem Wachstum negative Auswirkungen haben, doch das kann erst nach Ermittlung des
kontrafaktischen Szenarios gepriift werden.

Aus den genannten Griinden hat die Kommission ernsthafte Zweifel an der Vereinbarkeit der Beihilfe mit dem Binnenmarkt.

Die Beteiligten werden aufgefordert, zu dieser Beihilfe und insbesondere zu den Aspekten, die in dem beigefiigten Schreiben
an Ungarn niher ausgefiihrt sind, Stellung zu nehmen.
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WORTLAUT DES SCHREIBENS

The Commission wishes to inform Hungary that, having examined the information supplied by your authorities on the aid
measure referred to above, it has decided to initiate the procedure laid down in Article 108(2) of the Treaty on the
Functioning of the European Union (‘TFEU’).

1. THE PROCEDURE

(1)  On 11 June 2021, Hungary pre-notified to the Commission its intention to grant regional aid (‘the measure’) in
favour of Rubin NewCo 2021 Kft. (the beneficiary’ or ‘Rubin’) for the setting-up of a new establishment for
production of automotive components in Miskolc, Hungary (the Investment Project). On 30 June 2021, a virtual
meeting took place between the Commission services, the Hungarian authorities and representatives of the
beneficiary. On 23 July 2021, the Commission requested supplementary information, which Hungary submitted on
27 August 2021. On 21 September 2021, a second virtual meeting took place between the Commission services, the
Hungarian authorities and representatives of the beneficiary. On 30 September 2021, the Commission requested
supplementary information, which Hungary submitted with the notification.

(2)  On 2 December 2021, the Hungarian authorities formally notified the measure. On 1 February 2022, the
Commission requested further information, which the Hungarian authorities provided on 29 March, 11 April and
4 May 2022. The Commission requested additional information on 13 May and 15 July 2022 and the Hungarian
authorities replied, respectively, on 17 May and 23 August 2022.

(3) By letter of 23 August 2022, the Hungarian authorities agreed to waive their rights deriving from Article 342 TFEU,
in conjunction with Article 3 of Regulation 1/1958 () and to have the present decision adopted and notified in the
English language.

2. DETAILED DESCRIPTION OF THE MEASURE
2.1. Objective of the measure

(4)  Through the measure, the Hungarian authorities intend to promote regional development by providing regional
investment aid (in the form of a cash grant and a tax benefit) for the setting-up of a new establishment for the
production of automotive components (sideshafts, propshafts and sub-components such as joints) in Fels6zsolca
industrial zone in Miskolc, Borsod-Abatj-Zemplén County (NUTS 3 code HU311), situated in the Northern Hungary
region (NUTS 2 code HU31). This area was eligible for regional aid under Article 107(3)(a) TFEU on the basis of the
Hungarian regional aid map for the period from July 2014 to December 2021 (‘regional aid map 2014’) (*) and
remained eligible on the basis of the Hungarian regional aid map for the period from January 2022 to December
2027 (‘regional aid map 2022) (). Both maps established the standard regional aid ceiling for that area at 50 %.

2.2. The beneficiary

(5)  The recipient of the aid is Rubin, a legal entity founded in January 2021. Rubin is fully owned by Eachairn Aerospace
Holdings Limited, a member of the Melrose Group (*). Melrose Group operates in a number of geographical regions
and sectors, such as aerospace, automotive, powder metallurgy, and air management. Hungary submits that it is
expected that the 100 % ownership of Rubin will be transferred to the automotive division of the Melrose Group, i.c.
to GKN Automotive Limited, (GKN Automotive’), which — like Eachairn Aerospace Holdings Limited — is 100 %
indirectly owned by Melrose Industries PLC. The beneficiary is a large enterprise (°).

(6)  The Hungarian authorities confirmed that neither the beneficiary nor the Melrose Group is an undertaking in
difficulty as defined in the Guidelines on State aid for rescuing and restructuring non-financial undertakings in
difficulty (°).

(") Regulation No 1 determining the languages to be used by the European Economic Community (O] 17, 6.10.1958, p. 385).

()  Commission decision of 11 March 2014 in case SA.37718 (2013/N) (O] C 172, 6.6.2014, p. 1), as modified by Commission
decision of 11 October 2016 in case SA.46346 (2016/N) (O] C 4, 6.1.2017, p. 1), and as prolonged (until 31 December 2021) by
Commission decision of 7 October 2020 in case SA.58164 (2020/N) (OJ C 430, 11.12.2020, p. 1).

()  Commission decision of 16 September 2021 in case SA.63934 (2021/N) (O] C 410, 8.10.2021, p. 2).

()  Eachairn Aerospace Holdings Limited is 100 % indirectly owned by the holding company of the Melrose Group, Melrose Industries
PLC.

() That is: it does not meet the criteria to qualify as a small or medium-sized enterprise within the meaning of Commission
Recommendation of 6 May 2003 concerning the definition of micro, small and medium-sized enterprises (O] L 124, 20.5.2003,
p. 36).

() O] C 249, 31.7.2014, p. 1.
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2.3. The Investment Project
2.3.1. General description

According to the Hungarian authorities (), the Investment Project is part of GKN Automotive’s long-term
restructuring plan defined in 2019 (the ‘Strategy’). The Strategy aims at safeguarding GKN Automotive’s
competitiveness in an increasingly competitive market environment by consolidating its inefficient and scattered
European production footprint and shifting its production capacity towards more cost-effective locations. GKN
Automotive’s manufacturing operations in Europe are spread across more than ten sites, the majority of which are
located in Western Europe, in locations with high production costs Furthermore, these sites are largely fragmented
and supply each other with intermediate products thereby resulting in inefficiencies through increased transport and
stock holding costs.

The Strategy is structured into multiple waves of which the first and the third — which involve the [transfer of
business] (*) of certain sites — are already in the process of being implemented (recital (40)).

The Investment Project (under the so called ‘New wave three’ of the Strategy, recital (40)) concerns the setting-up of a
production facility for automotive components that will integrate the capacity, without increasing it, of two existing
GKN Automotive production facilities in [...] Europe (%) into a new integrated plant in Hungary.

The new production facility in Hungary will have a production capacity of around [5,5 — 7,5] million units of
sideshafts and [0,5 — 2,5] million units of propshafts. In addition, the site will produce joints and other components
(capacity of [17,5 — 21] million units) to be assembled on site into sideshafts and propshafts, but also to supply
other GKN Automotive assembly sites. The beneficiary concluded the purchase of the land on 10 March 2022,
following a preliminary land plot purchase agreement signed on 14 December 2021.

The Investment Project is expected to create approximately 1 500 new direct jobs.

The Hungarian authorities submitted that the start of works on the Investment Project, within the meaning of
paragraph (20)(v) of the Regional Aid Guidelines 2014-2020 (°) (RAG 2014’) occurred on 28 April 2022, after the
beneficiary submitted the relevant aid applications (i.e. 8 April 2021 for the cash grant and 31 March 2021 for the
tax benefit). Production is planned to start in 2023, reaching full production capacity in 2026.

2.3.2. Eligible investment costs

The eligible investment costs are summarised in Table 1:

Table 1
Total eligible costs of the Investment Project
Nominal Discounted (')
Total eligible costs in thousands
HUF EUR (') HUF EUR
Land [...] [...] [...] [...]
Buildings [...] [...] [...] [...]
Plant/machinery/equipment [...] [...] [...] [...]
Intangible assets [...] [...] [...] [...]
Total eligible costs 51919 548 142742 50112011 137773
of which eligible costs for 2022 [...] [...] [...] [...]

Hungary provided several internal GKN Automotive documents further detailing the Strategy.

Confidential information

According to the Hungarian authorities, the [transfer of business] of such two sites will be subject to appropriate consultation and
co-determination as required by law.

Guidelines on regional State aid for 2014-2020 (O] C 209, 23.7.2013, p. 1).

Discount rate 1,80 %, date of discounting: April 2021, in line with the Communication from the Commission on the revision of the
method for setting the reference and discount rates (O] C 14, 19.1.2008, p. 6).

HUF conversions to EUR are indicative and rounded, based on an exchange rate of EUR 1 = HUF 363,73 (official exchange rate of
the National Bank of Hungary on 31 March 2021, the last day of the month preceding the aid applications).
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Nominal Discounted ('?)
Total eligible costs in thousands
HUF EUR (%) HUE EUR
of which eligible costs for 2023 [...] [...] [...] [...]
of which eligible costs for 2024 [...] [...] [...] [...]
of which eligible costs for 2025 [...] [...] [...] [...]

(14) Hungary confirmed that the assets to be acquired under the Investment Project are new.

(15) Hungary confirmed that the costs of intangible assets meet the conditions set out in paragraphs 100 to 102 of RAG
2014, which are fully reflected in Article 18(5) of Government Decree No 210/2014 (VIIL.27.) ‘on the earmarked
scheme for investment promotion’ which provides that, in order to be eligible for the calculation of the investment costs,
intangible assets: (a) must be used exclusively by the investor in the establishment receiving the aid; (b) must be
depreciated; (c) must be purchased under market conditions from third parties unrelated to the buyer; (d) must be
included in the assets of the undertaking receiving the aid and must remain associated with the project for which the
aid is granted for at least five years (three years for small and medium-sized enterprises); furthermore (e) for large
enterprises, costs of intangible assets are eligible only up to a limit of 50 % of the total eligible costs for the project.
Similar provisions are also included in the cash grant incentive agreement (recital (17)).

2.4. Form of aid, aid granting authority, and national legal basis for granting the aid

(16) The aid includes two different aid instruments, i.e. a cash grant and a development tax benefit, financed by the
general budget of the State.

2.4.1. The cash grant

(17) The cash grant is provided based on Government decree No 210/2014 (VIIL.27.) ‘on the earmarked scheme for
investment promotion’, a regional aid scheme (*¥) implemented under Commission Regulation (EU) No 651/2014
(‘GBER) (**), allowing aid for initial investments in a variety of economic sectors. The cash grant constitutes an
individually notifiable case of application of that aid scheme since the total aid amount (cash grant and development
tax benefit) exceeds the notification threshold laid down in Article 4(1)(a) of the GBER (recital (106)). The cash grant
incentive agreement (the ‘Incentive Agreement’) was signed on 22 December 2021 between the Ministry of Foreign
Affairs and Trade (responsible authority) and the beneficiary, and is conditional upon the Commission’s approval of

the aid.
2.4.2. The development tax benefit

(18)  The development tax benefit (‘tax benefit’), by the Ministry of Finance (granting authority) is based on Act LXXXI of
1996 ‘on Corporate Tax and Dividend Tax’ (*°) and Government Decree No 165/2014 ‘on Development Tax Incentive
(VIL17.) (V), an aid scheme (**) implemented under the GBER, allowing aid in the form of tax benefits for certain
investments. The tax benefit constitutes an individually notifiable case of application of the above-mentioned aid
scheme since the total aid amount (cash grant and development tax benefit) exceeds the notification threshold laid
down in Article 4(1)(a) of the GBER (recital (106)). The annual amount of the tax benefit to be utilised may not
exceed 80 % of the annual payable corporate tax of the beneficiary. The available tax benefit may be utilised in
thirteen consecutive fiscal years at most, but no later than in the sixteenth fiscal year (tax year) after the fiscal year
when the application is submitted.

(19) Hungary considers that it awarded the tax benefit on 12 December 2021, which is the date on which the
Government adopted a decision (*%) according to which it ‘allow(s) the Company to benefit from the development tax
advantage for its investment. ... Such decision refers to a subsequent act setting specific conditions for the granting: ‘The

(' Discount rate 1,80 %, date of discounting: April 2021, in line with the Communication from the Commission on the revision of the
method for setting the reference and discount rates (O] C 14, 19.1.2008, p. 6).

(*¥)  HUF conversions to EUR are indicative and rounded, based on an exchange rate of EUR 1 = HUF 363,73 (official exchange rate of
the National Bank of Hungary on 31 March 2021, the last day of the month preceding the aid applications).

(*y  SA.61023 (2021/X) as modified by SA.63819 (2021/X).

() Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain categories of aid compatible with the internal market
in application of Articles 107 and 108 of the Treaty (O] L 187, 26.6.2014, p. 1).

(") https:/[netjogtar.hufjogszabaly?docid=99600081.tv

() https:/[netjogtar.hufjogszabaly?docid=A1400165.KOR

("®)  SA.61029 (2021/X), amending SA.49983.

(") The Commission was provided with an undated decision by the Government, which Hungary confirmed was adopted on

12 December 2021.


https://net.jogtar.hu/jogszabaly?docid=99600081.tv
https://net.jogtar.hu/jogszabaly?docid=A1400165.KOR
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development tax benefit shall be granted in accordance with the conditions laid down in the decision of the Government to be
published on the basis of the decision of the European Commission’.

2.5. Aid amount
(20)  The total notified aid amounts to HUF 15 917,4 million (EUR 43,76 million) in discounted value. The aid is planned
to be paid out as provided in Table 2.
Table 2
Aid amount supporting the Investment Project
Nominal Discounted
Aid amount in thousands
HUF EUR HUF EUR
Cash grant (total) 16 280 555 44760 15644299 43011
to be received in 2022 [...] [...] [...] [...]
to be received in 2023 [...] [...] [...] [...]
to be received in 2024 [...] [...] [...] [...]
to be received in 2025 [...] [...] [...] [...]
to be received in 2026 [...] [...] [...] [...]
Tax benefit (total) — — 273102 751
to be received in ... 273102 751
Total amount 15917 401 43762
(21)  The cash grant, with an overall nominal value of HUF 16 280,56 million (EUR 44,76 million), will be paid over the
period 2022-2026, which, according to the projections in Table 2 would result in a discounted value of
HUF 15 644,30 million (EUR 43,01 million). The Hungarian authorities explained that the exact amount of the tax
benefit in present value will be calculated after the cash grant is paid out. The actual amount in present value of the
cash grant will be then deducted from the present value amount of the total aid and the remaining amount will be
used as a tax benefit and applied in compliance with the rules as outlined in recital (18). Based on the current
calculations and projections of the disbursements of the cash grant, the projected amount of the tax benefit is
HUF 273,10 million (EUR 0,75 million) in discounted value.
2.6. Aid intensity and cumulation with other investment aid
(22)  The Hungarian authorities calculated the maximum aid amount and the maximum aid intensity for the Investment

(*)

¢

Project by applying the scaling-down mechanism (*’) to the total eligible investment costs in discounted value. Based
on that mechanism, the maximum aid amount cannot exceed HUF 15 976 million (EUR 43,9 million) in discounted
value i.e. the maximum aid intensity allowed for the Investment Project is (*!) 31,88 %. The notified aid amount, as
indicated in recital (20), is below the maximum and corresponds to an aid intensity of 31,76 %.

See paragraphs 86 and 20(c) of the RAG 2014 and paragraphs 90 and 19(3) of the Regional Aid Guidelines applicable as from
1 January 2022 (see footnote 52). The maximum permissible aid amount for a large investment project, calculated according to the
following formula: maximum aid amount = R x (50 + 0,50 x B + 0,34 x C), where R is the maximum aid intensity applicable in the
area concerned, excluding the increased aid intensity for small and medium-sized enterprises, B is the part of eligible costs between
EUR 50 million and EUR 100 million and C is the part of eligible costs above EUR 100 million.

According to paragraph 20(m) of the RAG 2014, ‘maximum aid intensities’ means the aid intensities in gross grant equivalent for
large undertakings as laid down in subsection 5.4 of the RAG and reflected in the relevant regional aid map. According to
paragraph 20(f) of the RAG 2014, ‘gross grant equivalent’ (GGE) means the discounted value of the aid expressed as a percentage of
the discounted value of the eligible costs, as calculated at the time of award of the aid on the basis of the reference rate applicable on
that date. According to paragraph 19(19) of the Regional Aid Guidelines applicable as from 1 January 2022 (see footnote 52),
‘maximum aid intensity’ means the aid intensity reflected in the regional aid maps set out in subsection 7.4, including the increased
aid intensity for SMEs. According to paragraph 19(10) of the Regional Aid Guidelines applicable as from 1 January 2022 ‘gross
grant equivalent’ means the discounted amount of the aid equivalent to what it would amount to if provided in the form of a grant
to the aid beneficiary, before taxes or other charges, as calculated at the date of award of the aid or at the time the aid is notified to
the Commission, whichever is earlier, on the basis of the reference rate applicable on that date.
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(23) In light of provisions of the Incentive Agreement, neither the approved maximum aid amount in recital (20), nor the
approved aid intensity (recital (22)) would be exceeded if, for instance, the amount of eligible expenditures deviates
from the estimated amount. This is because, according to the Incentive Agreement (i) even if the actual investment
costs of the investment increase compared to the eligible costs set out in the Incentive Agreement, the beneficiary
will only be entitled to the cash grant maximum aid amount specified in the agreement; (i) it is the Commission’s
decision that determines the aid intensity of the total State aid that may be granted to the investment (including the
tax benefit); and (ili) no amendment affecting the essential content of the Commission decision is possible under the
Incentive Agreement without a prior notification to the Commission.

(24) The Hungarian authorities confirmed that the aid cannot be cumulated with other State aid or de minimis aid
covering the same eligible costs.

2.7. Closure of other plants in the EEA and possible relocation

(25) The Hungarian authorities explained that within the waves under implementation mentioned in recital (8), the
beneficiary (at group level) has already closed several sites and has concrete plans to [transfer the business of] two
further sites in [...] Europe, after the production capacity of those sites has been transferred to the new Hungarian
plant.

2.8. Contribution to regional development and territorial cohesion

(26) The Investment Project is being carried out in the Northern Hungary region (NUTS 2 code HU31). This area was
eligible for regional aid under Article 107(3)(a) TFEU on the basis of the regional aid map 2014 and remains eligible
on the basis of the regional aid map 2022. The Hungarian authorities explained that the investment will contribute
to the regional development of Northern Hungary for the following reasons:

(a) The Investment Project is intended to create approximately 1 500 new direct jobs by 2026, out of which 25 %
will require employees with higher education. The Investment Project is also expected to create a similar number
of indirect jobs in the wider local economy (e.g. supply chain, services providers).

(b) The Investment Project will contribute to the increased revenue of the automotive industry in Northern Hungary
and will help major automotive original equipment manufacturers (OEMs’) in the region to have local supplier
capability. Rubin is considering becoming a member of the North Hungarian Automotive Cluster, which
currently has 77 members, the mission of which is to enhance co-operation among members, promote the
exchange of information and ultimately facilitate development of the automotive sector.

(c) The beneficiary plans to cooperate with the University of Miskolc, the largest university in the region and one of
the largest in Hungary in the field of IT and engineering, and with other universities across Hungary, particularly
around joint research projects. Such cooperation is expected to result in better academic training and create job
opportunities for students on the one hand and highly skilled graduates meeting the labour demand of
enterprises on the other hand.

=

The Investment Project will contribute to technology and knowledge transfer through the creation of a research
and development (R&D’) centre, which is part of that project, with around 40 R&D employees. To operate the
R&D centre as well as the technological production processes of the new facility in Hungary, the beneficiary will
provide employees of the Hungarian site with hands-on training in [other existing sites].

(e) The investment will also contribute to environmental protection since the new integrated plant will be built
following the latest environmental standards. The plant will perform significantly better in terms of
environmental efficiency as compared to the current GKN Automotive European sites, which were built in the
1970s. At least 25 % of the energy needs will be met from renewable sources (i.e. heat being extracted from
geothermal sources). With the establishment of the new site, GKN Automotive will be able to significantly
increase the vertical integration of its manufacturing processes by combining component machining and
assembly into a single facility. This is expected to decrease manufacturing complexity, reduce inter-company
transportation (resulting in an associated CO, reduction) and increase the overall manufacturing efficiency. As a
result of the new plant, GKN Automotive will be able to serve its extensive customer base in a more efficient and
environmentally conscious way.
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2.9. Maintenance of the assisted activity

(27)  Section 14(1)(d), of Government Decree No 210/2014 and Section 4(3) of Government Decree No 165/2014
provide that the cash grant and the tax benefit can only be applied and maintained if the investment is maintained in
the area concerned for at least five years after its completion. The Incentive Agreement also includes an equivalent
obligation on the beneficiary until the end of the monitoring period, which is set at five financial years after
31 December 2026, the deadline for the completion of the investment (*2).

2.10. Own contribution

(28) Hungary confirmed that the beneficiary will provide a financial contribution of at least 25 % of the eligible costs
through its own resources or by external financing, in a form that is free of any public financial support. This results
from the Hungarian legislation applicable to the two aid measures forming the notified aid, namely Section 4(7) of
Government Decree No 165/2014 (VIL. 17.) and Section 14(1)(e) of Government Decree No 210/2014. The
Incentive Agreement also obliges the beneficiary to use at least 25 % of its own resources to cover the eligible costs
of the Investment Project.

2.11. Environmental impact assessment

(29) Hungary confirmed that the beneficiary has committed to carry out an Environmental Impact Assessment (EIA)) for
the Investment Project and aims at attaining a sustainability certification for master planning projects, infrastructure
and buildings.

2.12. Appropriateness of the measure

(30) The Hungarian authorities are of the opinion that the notified aid in the form of direct pecuniary advantages (cash
grant and tax benefit) is an appropriate aid measure. Hungary refers to the Commission decision in case C-46/2008
Dell Poland (*) explaining that in such case the Commission accepted the appropriateness of a direct grant in light of
the macroeconomic need for State aid for large investment projects, in order to stimulate economic development at
the regional level (in a region where the gross domestic product per capita and the wage levels are below the national
average and the unemployment rate is higher than the national average). Hungary also submits that the
non-repayable cash grant is appropriate as it is necessary to bridge the net present value (NPV’) gap between the
alternative location and Miskolc (recital (87)).

2.13. Incentive effect and proportionality
2.13.1. Formal incentive effect

(31) The Hungarian authorities explained that the works on the Investment Project started on 28 April 2022, i.e. after the
applications for aid had been submitted (on 8 April 2021 for the cash grant and on 31 March 2021 for the tax
benefit).

2.13.2. Substantive incentive effect

(32) The Hungarian authorities invoke a scenario 2 situation (location decision) under paragraph 61(b) of the RAG 2014,
to demonstrate the existence of a substantive incentive effect (%). They argue that, without the aid, the investment
would have taken place in Tiirkiye (Eskisehir) because it would have been more profitable (higher NPV of the
investment) to invest in that Turkish location as compared to the Hungarian location.

(33) To support the credibility of that counterfactual scenario, the Hungarian authorities provided a description of the
relevant decision-making process. That process was structured in three main phases:

(a) a first phase (Section 2.13.2.1) concerning the design of the Strategy (recital (7)) encompassing, among others,
the Investment Project, and an initial country selection (September — November 2019);

(b) a second phase (Section 2.13.2.2), during which the beneficiary performed an initial site selection process for the
Investment Project resulting in an initial decision to implement the third wave of the Strategy and in a business
case approval. This business case was challenged and Tiirkiye was introduced in the process (November 2019 —
November/December 2020);

(**)  The Incentive Agreement defines the completion of the investment as the date of capitalisation of the last capitalised asset, which
cannot be later than the deadline for completion of the investment, that is, 31 December 2026.

(*¥)  Commission Decision of 23 September 2009 on the aid which Poland is planning to implement for Dell Products (Poland) Sp. z o.0.,
C 46/08 (ex N 775/07) (OJ L 29, 2.2.2010, p. 8), recitals 171 et seq.

(*)  Paragraph 61(b) RAG 2014: ... the aid gives an incentive to opt to locate a planned investment in the relevant area rather than
elsewhere because it compensates for the net disadvantages and costs linked to a location in the area concerned ...’
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(c) a third phase (Section 2.13.2.3) including preparatory activities in both Tiirkiye and Hungary, a comparison of
the two options and the adoption of the final location decision (December 2020 — December 2021).

(34) In general, the Hungarian authorities explained that the decision-making process followed the investment policy of
GKN Automotive, the automotive division of Melrose. Such investment policy does not provide for any specific
procedure for the design of restructuring plans or for the preparation of business cases for investments (including
the concrete workflows to select a location for the said business cases), nor does it identify competent bodies for
such activities. According to the Hungarian authorities, Melrose’s approval/ratification is nevertheless necessary for
certain high-level decisions such as those relating to the release of funding for investments of an important value (i.e.
capital expenditure higher than GBP [...]) or those on property transactions. The Hungarian authorities, however,
have not specified which corporate entity within the Melrose group is competent to give such approvals.

(35) More specifically, in the case of the Strategy and the resulting site selection, Hungary explained that the GKN
Automotive Executive Team () (GKN Automotive ET’) took the lead in all phases of the decision making process,
keeping Melrose informed via informal updates (during e.g. business reviews meetings, weekly touchpoints between
the Chief Executive Officer of GKN Automotive and Melrose) and via formal approval meetings with Melrose for the
ratification of certain funding requests (recital (34)).

2.13.2.1. First phase (September 2019 to November 2019): design of the Strategy

(36) The initial part of the process (September 2019 to November 2019) involved members of the GKN Automotive ET
(as part of a steering committee) (**) and a core project team composed of senior managers of GKN Automotive
(‘Strategy core project team’). According to Hungary, decisions were taken at the level of the steering committee. The
Commission notes that it is not clear from the submissions of the Hungarian authorities whether this steering
committee was an ad hoc entity specifically established for the definition of the Strategy and (if the steering
committee had already existed before) what role and powers it had, in general, in the framework of the GKN
Automotive decision-making procedures.

(37) The Strategy core project team, together with a team of external consultants, conducted an in-depth analysis of the
GKN Automotive businesses and footprint in Europe, prepared decision proposals and discussed the relevant results
in the steering committee. The footprint analysis resulting from a ‘working team meeting’ presentation of 26 November
2019 and a final presentation of 29 November 2019, showed that the majority of GKN Automotive’s sites were
located in Western Europe, in locations with high production costs and that the interaction between several sites
required many inefficient transfers of sub-components, such as half shafts, joints, tulips and tripods. On this basis, it
was considered necessary to work on a long-term strategy to reduce the complexity of GKN Automotive’s network
and thereby improve its operating cost base.

(38) The presentations referred to in recital (37) show that the Strategy provided for the [transfer of business] of several
GKN Automotive sites to optimise GKN Automotive’s overall production capacity by concentrating capacity in a
smaller number of new integrated plants to be located in locations offering greater cost efficiency. According to
Hungary, the Strategy was adopted by the steering committee in late November 2019. Hungary explained that at the
starting point of the footprint transformation, GKN Automotive had substantial overcapacity. Hence, the Strategy
also aimed at balancing capacity with expected demand. The Strategy, as summarised in the 29 November 2019 final
presentation, consists in a restructuring plan divided into six phases (‘Waves one to six’) with an overall payback
period () of [3,5 — 5] years. The presentation does not show a specific payback by wave but notes that ‘some
individual waves currently look unattractive from a payback perspective. However, the full benefits of achieving the Industrial
Strategy will not be achieved from a piecemeal approach to projects’. The Hungarian authorities noted that on 13 November
2019 Melrose approved the overall approach to GKN Automotive’s transformation and outlined the preferred
direction of the footprint in Europe. To substantiate this point, however, the Hungarian authorities referred to the
above-mentioned presentation dated 26 November 2019.

(39) According to the Hungarian authorities, the Strategy defined a possible target footprint for GKN Automotive’s
European production network based on a short-term top down evaluation. However, Hungary clarified that ‘At no
point was a decision taken that all waves were to be implemented exactly as outlined in 2019 and that the agreement on the
Strategy did not constitute an actual decision by GKN Automotive to implement all of the waves as outlined therein.
The Hungarian authorities explained that the decision to pursue a certain wave within the Strategy (for example, a

(*)  Including the Chief Executive Officer, Chief Financial Officer, Chief Commercial Officer, Chief Procurement Officer, Chief HR Officer,
Chief Communications Officer, President Driveline, President e-Powertrain and President China.

(**)  The composition of the steering committee was as follows: GKN Automotive Chief Executive Officer, GKN Automotive Chief
Financial Officer, GKN Automotive Chief Commercial Officer, President Driveline GKN Automotive, President e-Powertrain, Chief
Human Resources Officer GKN Automotive and the Chief of Staff GKN Automotive.

(*)  The payback period is calculated on the basis of one-off costs divided by annual savings/value. One-off costs include severance,
building, capital expenditure, other. Savings include direct labour, other variable costs, fixed costs (people) and other fixed costs.
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decision on the [transfer] and/or transfers of production capacity and on the setting-up of new sites, where needed)
should be considered as having been taken only once a project is subject to a more detailed feasibility analysis
(bottom-up) and a business case is prepared for approval of the relevant funding release.

(40)  This was the case for Wave one, Wave two and Wave three that were all selected for implementation.

— Wave one, which sought to balance GKN Automotive’s capacity with expected demand, consisted of the closure
of certain sites and transferring their manufacturing operations to already existing European sites with spare
capacity.

— Wave two concerned the setting-up of a new production facility for products different to those under the
Investment Project (recital (10)) in the most cost-effective location.

— Wave three, as originally planned in the Strategy (November 2019) and initially taken into account for
implementation, provided for the [transfer of business] of two [...] European sites transferring their capacity to
two integrated sites to be established in two countries that were most cost-effective. Those new production sites
would also cover production capacity from other existing production sites to be [transferred] under the following
waves. This wave was amended in July 2020 (New Wave three’, recitals (47) and (48))). In New Wave three the
relevant production would be integrated into only one integrated site (as provided under the Investment Project,
recital (9)).

(41)  While the implementation of Wave one and New Wave three is currently ongoing, the Hungarian authorities
explained that the implementation of Wave two was formally suspended in the period September/October 2021, at
an advanced stage of preparation of the project, due to execution concerns and challenges to develop a viable
business case during the more detailed project planning.

(42) Hungary further explained that no business case activities were undertaken for Waves four, five and six, which did
not advance further than the conceptual stage of the Strategy, and for which no further steps towards
implementation were taken. At the date of the present decision, those waves are on hold and should they be resumed
at a later stage, their scope would need to be revised due to interdependencies with ongoing projects.

(43) Together with the preparation of the Strategy, the Strategy core project team and external consultants carried out an
initial country assessment to identify the countries-of-interest for setting up the two new integrated plants.
Documents dated 13 November 2019 show that seven countries-of-interest were identified in Eastern Europe (Czech
Republic, Bulgaria, Hungary, Poland, Romania, Slovakia and Slovenia) with Poland, Hungary and Slovakia at the top
of the list. From the same documents it appears that the Strategy core project team and external consultants
preliminarily concluded that ‘Poland and Hungary present the most appropriate risk and opportunity profile for GKN" and
that GKN Automotive’s existing site in Eskisehir (Tiirkiye), was evaluated at an initial stage of the assessment, with a
significant expansion ‘potentially attractive because of [the] ultra-low-cost status’. At the same time, the Strategy core
project team and external consultants considered that ‘[the] political stability of [the] country poses a significant risk’, and
also noted that ‘OEM investment decisions in Turkey [are] currently in [the] process of reconsideration/cancellation because of
country risk)). The suggested future for Eskisehir was ‘No change’. As a consequence, Tiirkiye was not further
considered amongst the countries-of-interest.

(44) In the final presentation of the Strategy of 29 November 2019 (recital (38)), the Strategy core project team and
external consultants proposed Poland and Hungary as new plant locations and identified within each country a key
target area’ for the potential establishment of a possible future site.

2.13.2.2. Second phase (November 2019 until November-December 2020): initial site
selection and capital expenditure approval

Step 1 — Initial site selection

(45) Hungary explained that, from the end of November 2019 the site selection process was taken over by another
project team (Site selection project team’) and by the GKN Automotive ET as decision-making body. Between
November 2019 and January 2020 a small sub-team (i.e. two members of the Site selection project team) had
contacts with local investment promotion agencies to obtain further information and identify potential regions and
sites of interest within each of the shortlisted countries (Poland, Hungary and Slovakia) and arranged site visits and
meetings with local representatives of the Governments, Universities and HR agencies.

(46) The results of these visits and discussions allowed for an assessment of the shortlisted countries on the basis of a set
of criteria including land size[shape, access to talent, salaries, connections (highways and routes), utilities and
government support in terms of maximum aid intensity. Among 24 analysed sites in all three shortlisted countries,
one preferred site per country was selected. On this basis, Poland initially appeared to be the most favourable,
followed by Slovakia and Hungary. After this initial exploration and in light of the accelerating pandemic in Europe
in the first quarter of 2020, the initial site identification process was put on hold.
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(47) The selection process was resumed in July 2020, when the Site selection project team presented the preliminary
results of the suspended site selection process to the GKN Automotive ET and submitted a proposal to modify Wave
three. The amended Wave three, i.c. New Wave three, provides for the construction of one new plant only, instead of
the two new plants that were part of the November 2019 Wave three (recital (40)) and for a different allocation of
propshaft and sideshaft production in the network. The presentation summarising the results of the selection
process, presented to the GKN Automotive ET on 7 July 2020, shows that the production volume of this one plant
was projected to be [1,5 — 3] million sideshafts and [0,2 — 1,6] million propshafts under the New Wave three
versus [5,4 — 7,6] million sideshafts in the initial Wave three. The preferred site options were Hungary and
Poland (**). Among those two, Hungary was considered as the best option. It was suggested to ‘approve land selection
for Hungary’, based on the fact that a new plant in Hungary would minimise the risk exposure, otherwise increased by
a setting-up in Poland, where the new plant would represent a second site (in addition to the one already located in
Olesnica). In terms of capacity, the New Wave three comprises a transfer of capacity from existing sites in [...]
Europe to the new site without an increase in capacity. According to Hungary, the approach of New Wave three was
triggered by the need for improvement in the payback period of that wave. The initial bottom-up business case of
Wave three resulted in a payback period of [7,5 — 11] years. With the change of the approach, including limiting the
number of new sites to one, the project payback was reduced to [a range between 5 — 7] years (¥).

(48)  From the documentary evidence related to the 7 July 2020 meeting, it appears that the GKN Automotive ET agreed
upon the New Wave three and confirmed ruling out Eastern Poland as a potential location (all sites investigated in
Poland were in the same Eastern Poland area). The Hungarian authorities explained that in the same meeting the
GKN Automotive ET challenged the rigour of the process and requested that the Site selection project team refine the
land selection methodology and present a ‘robust documentation’ of the decision proposal (recital (47)).

(49) In response, the Site selection project team applied a revised selection methodology to all seven long-listed countries
identified in the initial country assessment (recital (43)) in 2019 (Czech Republic, Bulgaria, Hungary, Poland,
Romania, Slovakia and Slovenia). This methodology consisted in a three-step process (country selection, region
identification, selection of preferred site) based on a catalogue of criteria (about 60, including both financial and
non-financial factors) aligned to their location requirements and resulting in a scoring model ie. a scorecard
(decision making tool) to sequentially assess locations against the criteria. It appears from a preparatory document
for the GKN Automotive ET meeting of 12 August 2020 that, among the long-listed countries, only Hungary, Poland
and Slovakia were assessed at regional and site level, following the assessment at Country level (first step of the
revised methodology) (*°). Poland and Hungary were identified as most favourable countries, largely due to a good
balance between labour costs and availability, infrastructure and business environment. [...] in Poland and Miskolc in
Hungary were the most favourable regions.

(50)  According to the meeting notes of the GKN Automotive ET meeting of 12 August 2020, the GKN Automotive ET
confirmed Miskole, Hungary ‘as working hypothesis for new site to be presented to Melrose for approval. Both this
document and the preparatory document referred to in recital (49), provide for the approval of the land selection by
Melrose as one of the next steps. The meeting notes also identified several other next steps: ‘Prepare proposal for project
set-up in execution phase’, ‘Update business case’, ‘Prepare timeline until finalisation of building construction in 2022 incl.
operational process, application for government subsidies, final approval with on site visit, ..., ‘Explore differences in setting up
an environmentally friendly factory between Miskolc, HU and [...], PL, ‘Confirm no exit tax are is due in case of liquidation of
[the transferred European] legal entities’ and “Set up BC review meetings’. In terms of payback period of New Wave three,
the preparatory document for the meeting refers to [a range between 5,4 — 7,4] years with a target of less than
[5,6 — 7,2] years.

Step 2 — Contacts with Hungarian authorities and indicative offer

(51) Hungary provided some evidence of contacts between GKN Automotive and the Hungarian authorities dating back
to July and August 2020. GKN Automotive discussed the incentives available for the Investment Project with the
Hungarian Investment Promotion Agency (HIPA) and wanted to exchange/gather information on several practical
aspects (e.g. the timeline for the land purchase, incentive guides and templates, incentive procedures). HIPA asked the
company to fill-in the so-called ‘Request List’ (a form used by HIPA to gather as much information as possible on the
project) with information on e.g. the investment period, project costs, and investor’s data. Between July and
November 2020, GKN Automotive sent HIPA several versions of the Request List, which was continuously adjusted
according to the company’s evolving project cost estimates and the company’s understanding of which costs could
be classified as eligible costs according to local legislation.

(*®)  Presentation to the GKN Automotive ET for a meeting on 7 July 2020.

(**)  The information on the payback period is provided in the presentation mentioned in footnote 26.

(*)  However, on the basis of country score, the ranking of the countries, from highest to lowest, was the following: Poland, Hungary,
Czech Republic, Slovakia, Bulgaria, Slovenia, Romania. In terms of labour cost Bulgaria and Romania had the highest score of all
countries.
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(52) Already in August 2020, HIPA warned GKN Automotive that State aid supporting the Investment Project would
need the Commission’s approval. In this respect, HIPA clarified that ‘In order to be able to receive the approval of the
European Commission, we would have to prove that there is no casual (*') relation between the potential state aid and the
[transfer of business] in an EEA country. Considering all the above, based on our consultation with the Hungarian State Aid
Monitoring Office, we do not think that this statement may be underpinned in this case’. The Hungarian authorities have not
provided exhaustive evidence of the follow-up exchanges between GKN Automotive and HIPA concerning this
statement on the relocation aspect.

(53) On 2 November 2020, GKN Automotive submitted a request for a first indicative offer for the cash grant. In that
request, GKN Automotive refers to a project with EUR [85 — 100] million eligible costs, a requested cash grant of
EUR [9 — 13] million and to Poland and Slovakia as alternative locations for the project. Based on those elements,
on 5 November 2020, HIPA provided GKN Automotive with an indicative incentive offer for a cash grant of
EUR [9 — 13] million and a tax benefit of EUR [18 — 25] million (which corresponded, altogether, to the applicable
regional aid ceiling). The same HIPA e-mail transmitting that indicative offer also provides: ‘We are also open to
facilitate a joint meeting with the State Aid Monitoring Office, in order to take a closer look on the relocation matters, which
might serve as a good guidance during the notification procedure towards the European Commission’.

Step 3 — Capital expenditure approval and introduction of Tiirkiye in the process

(54) Hungary explained that the business case review for the Investment Project was carried out as part of the annual
budget review between GKN Automotive and Melrose on 12 November 2020. The presentation for this meeting
(prepared by the Site selection project team and shared with the Chief Finance Officer in advance, on 10 November
2020) includes one slide with an overview of the scores of the shortlisted locations concluding ‘decision for Miskolc,
HU driven by desire to balance exposure in EEU countries and not to localize another site in Poland’. The presentation then
focuses on the financials of the project being implemented in Hungary with a clear request to ‘Approve [Investment
Project] (**) business case with a payback of [5,4 — 7] years (*%), recurring cash savings of GBP [50-65]m and total one-off
costs of GBP [220-400]m’ (of which [...]% constitutes severance payments). In the presentation, it is noted that this
payback period is below the initial top down estimate of [5,4 — 8] years in November 2019. The business case
presented in this 12 November 2020 meeting did not take into account any State aid and was centred around the
notions of project value, project costs and payback period. However, one slide summarised the Hungarian potential
for incentives (potential benefit of GBP [18-39] million (EUR [20-45] million), stating that incentives would be
‘limited to delta between NPV of project in Miskolc and alternative location’ and that ‘key eligibility criteria’ was that the
investment in Miskolc ‘would without a grant financially not [be] viable or [...] result in a different location decision (more
developed | non-EU)..

(55) According to Hungary, during this 12 November 2020 meeting, Melrose | the GKN Automotive ET (**) challenged
the business case since its payback period of [5,4 — 7] years did not comply with an internal policy for investments,
which required a payback period of maximum [4,5 — 5,4] years (the Hungarian authorities have not provided any
contemporary documents laying out such internal policy). Therefore, Melrose requested that opportunities to further
improve the business case and payback period be identified. According to Hungary, no written documentation exists
on this request by Melrose. Hungary further explained that nevertheless, Melrose recognised the strategic necessity of
further consolidating the European footprint and recognised the need for its initial approval of the funds that it
considered had to be released in order to allow GKN Automotive to progress with the project (total one-off costs of
GBP [220-400] million for the project) (**).

(56) On 18 November 2020, a ‘capital expenditure request’, i.c. a document requesting the said Melrose approval, was
launched by GKN Automotive. That request contained a breakdown of the project costs (amounting to a total of GBP
[220-400] million) the funding of which was asked, and it made no reference to any public support covering any
part of such costs. On the same day or shortly after, the request was signed by the management of the driveline
division, by the Chief Financial Officer and the Chief Executive Officer of GKN Automotive. That request was based
upon the discussion of 12 November (the presentation for the 12 November 2020 meeting in recital (54) was
attached to the capital expenditure request). The short summary of the description of the requested capital
expenditure was: ‘the target of this project is to generate value by consolidating the current footprint in [...] into a new site
located in Hungary. The evaluated project value is estimated to GBP [50-65] million [...] based on total project costs of
GBP [220-400] million considering a payback of [5,4 — 7] years.” The capital expenditure request was approved by the
Melrose operations controller and the Melrose Executive Directors & Management on 9 December 2020.

(")  The Commission notes that “casual” might have been a clerical error and it should read “causal”.

() “[Investment Project]” is a name used both for Wave three and New Wave three.

(¥)  [4,4 — 5,3] years in the best case and [5,4 — 8] years in the worst case. On top, there was a cost reduction opportunity of GBP
18,9 million not taken into account in the payback of [5,4 — 7] years, with a possible payback period reduction of [0,2 — 0,4]
years, resulting from the sale of the land and the building of one of the [transferred] sites.

(**)  The provided information is not consistent on this point. There are references to both a Melrose’s challenge and to a ‘Melrose [ET
challenge'.

(*)  According to the Hungarian authorities, based on the investment policy of GKN Automotive, the release of funding for investments
of an important value has to be approved|ratified by Melrose (recital (34)).
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(60)

(61)

(62)

(63)

)

)

According to Hungary, by signing this document Melrose only meant to approve the investment in principle, using
Hungary as a working hypothesis, with the location to be identified later on for complying with the said [4,5-5,4]
year payback rule. The Commission notes that the capital expenditure request did not refer to Hungary as only being
a working hypothesis nor did it provide that the business case still needed to be improved.

Hungary argues that after the challenge of the business case by Melrose | the GKN Automotive ET (in the meeting of
12 November 2020) and as a follow-up to Melrose’s request that opportunities to further improve the business case
and payback period be identified (recital (55)), the GKN Automotive ET discussed options to improve the project’s
financials. Changing the scope of the Investment Project was not deemed a viable option at that time. Furthermore,
according to the Hungarian authorities: ‘Changing the location to the runner up locations from the initial country assessment
(Poland and Slovakia) was not expected to yield significant financial benefits due to comparable [production] cost to Hungary'.
The Hungarian authorities further stated that the Site selection project team started a discussion on how to improve
the financial viability of the project. Over the course of November and December 2020 the Site selection project
team considered the possibility of investigating alternative locations and expressed its preference for Tiirkiye as an
ultra low cost location. The GKN Automotive’s President of the Driveline Business Unit, who is a member of the
GKN Automotive ET, in turn discussed the idea within the wider GKN Automotive ET.

Hungary submitted limited evidence (one e-mail invitation to a meeting on 16 November 2020) from which it
appeared that alternative locations in Poland, Slovakia, Morocco and Serbia could potentially be studied in terms of
costs. At the same meeting ‘tax implications (exit tax and tax arbitrage)’ would be discussed. The Hungarian authorities
have not provided evidence that would point to more detailed follow up on those alternative locations or an actual
comparison between those alternative locations and Tiirkiye (*°).

On 1 December 2020 a member of the Site selection project team (the Vice President Operations Driveline Europe)
contacted informally a colleague in Tiirkiye to gather information about property prices there. The day after, the
same member of the Site selection project team checked the availability of a land plot suitable for the project close to
GKN Automotive’s existing operations in Eskisehir, Tiirkiye. These exchanges ended on 7 December 2020, with the
identification of a proposed land plot in the industrial zone of Eskisehir.

All of the activities above concerning the introduction of Tiirkiye in the process, were performed informally and at
the initiative of the Site selection project team. It was only on 8 December 2020 (') that GKN Automotive’s
President of the Driveline Business, by email, informed the Site selection project team that ‘we had a discussion in the
ET regarding [the Investment Project] and decided to look into an alternative Scenario focusing on Turkey (in particular
ESK) — and officially instructed the Site selection project team ‘to work on this scenario and the respective Business case
around that'.

2.13.2.3. Third phase (December 2020 until December 2021): preparatory activities in
both Tirkiye and Hungary and comparison of the two options to take the final
location decision

Starting from 4 December 2020, GKN Automotive, assisted by [a consultancy firm], established contacts with the
Investment Office of Tiirkiye to inquire about potential Turkish financial support for the Investment Project. GKN
Automotive provided the general project data, including the envisaged project costs and headcount to document a
request for financial support. On 16 December 2020, the Turkish authorities provided a first simulation of potential
support for the Investment Project (called ‘incentives simulation’), largely based on tax benefits.

Hungary explained that on 10 December 2020, GKN Automotive started assessing Tiirkiye, based on the established
scoring methodology (recital (49)). In the framework of such assessment (December 2020 to January 2021), Tiirkiye
was added to the scorecard, next to the seven countries previously shortlisted and considered at country, regional
and location levels. The criteria of the model were extended by six metrics that were deemed as relevant considering
the new option (e.g. foreign exchange risk) or based on experiences from other projects (e.g. trade union density).
According to Hungary, the addition of the new criteria did not impact the validity of the model due to a small
number of newly introduced parameters. Therefore, the continuity of the model was ensured. The Hungarian
authorities note that although the comparison comprised all seven initial countries-of-interests, plus Tiirkiye, the
assessment, was focused on Eskisehir (Tiirkiye) and the previously favoured location of Miskolc (Hungary). The
Hungarian authorities explained that no other locations than Eskisehir were added to the assessment because
‘Introducing other new location options at this point without existing local footprint was perceived to potentially result in
substantial delays to the project and increase the risk exposure. The existing site in Eskigehir has continuously demonstrated a very
good operational performance and is highly cost competitive. The site was / is traditionally internally considered as a best cost site
(similarly to Poland), so there is no strict division between Eastern EU [ non-EU sites’.

Hungary provided an email of 16 November 2020 (sent immediately after the meeting by one of the participants), which does not
contain any text but which attached documents concerning Morocco (not provided). Hungary also provided other e-mail invitations
to virtual meetings in November 2020, which, although referring to the project, do not refer to the alternative locations discussion.
One day before the Melrose operations controller and the Melrose Executive Directors & Management approved the capital
expenditure request, see recital (56).
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(64) The comparison between the Turkish option and the Hungarian option was discussed within the Site selection
project team in the 17 December 2020 meeting on the land selection update, in which the President of the Driveline
Business Unit also participated. The presentation for this meeting shows a preliminary update to the scorecard,
where Tiirkiye appears to be slightly behind Hungary when considering qualitative factors. It also includes a financial
analysis focussing on the comparison of the Hungarian and the Turkish locations based on an NPV comparison, this
time including incentives. The financial analysis showed an advantage for Tiirkiye over Hungary. The meeting
resulted in the following ‘next steps’: (i) finalising the updated scoring model, (i) confirming the level of the potential
incentives in Hungary and Tiirkiye; and (iii) finalising the financial assessment (including revised/confirmed incentive
packages) to be undertaken in view of a decision meeting with the GKN Automotive ET in January 2021. The
presentation also justifies the reintroduction of the previously excluded Turkish option in the process (recital (43)) by
referring to a ‘Directive to expedite a re-examination of ESK as low-cost option; primarily based on labour and current
operational cost profile but also to leverage recent site options identified by local team. Political situation still remains a risk, but
is less volatile than in 2019. No disruption to operations’.

(65) On 18 December 2020, GKN Automotive sent an updated version of the request for incentives to the Investment
Office of Tiirkiye with capital expenditure costs also including VAT, which had not been accounted for in the initial
version of the request (recital (62)). The Investment Office of Tiirkiye issued a second incentives simulation on
21 December 2020. On 8 January 2021, GKN Automotive asked the Investment Office of Tiirkiye what the success
rate of the applications/positive approvals was as compared to incentives simulations. The reply was that the ‘Success
rate is very close to 100 %'. The viability of the second Turkish incentives simulation was further reinforced by a Letter
of Intent from the President of the Investment Office of Tiirkiye dated 17 May 2021.

(66) On 18 December 2020, GKN Automotive also submitted an updated aid application to Hungary, which referred to
Tiirkiye, Poland or Slovakia as alternative locations for the project. On 21 December 2020, Hungary provided a new
indicative incentives offer.

(67) The scoring model and financial comparison between Hungary and Tiirkiye were finalised in advance of the ‘Land
Selection Review’ meeting with the GKN Automotive Driveline president (also a GKN Automotive ET member) on
20 January 2021. The ‘Land Selection Review’ meeting concluded on a recommendation to the GKN Automotive ET
to decide for Hungary, on the assumption of receiving the full amount of the incentives. Although Tiirkiye was
recognised as a viable and the most attractive option financially (including incentives), particularly when considering
current operations and site performance, the recommendation in favour of Hungary was based on the fact that
Hungarian incentives offset about half of the NPV gap, with the remaining being offset by non-financial factors in
Hungary, such as proximity and risk. The presentation for that meeting refers to an update to operational risks
indicating that ‘Political risk in Turkey has stabilised [...] however, still remains significantly higher than for Eastern Europe’,
although in the scorecard Tiirkiye and Hungary score the same for ‘political risk’. Overall, Hungary scored higher
than Tirkiye (*%), with the difference increasing when considering only qualitative factors (**). The NPV advantage of
the Turkish location was further confirmed by sensitivity analyses, indicating however that the strengthening of the
Turkish Lira could tilt the case in favour of Hungary. Regarding incentives, the presentation refers to the fact that the
‘[t]imeline for incentives application in Turkey [was] significantly shorter, less complex and more certain than for [Hungary] —
there is no requirement for EC notification’. One of the identified next steps was to ‘[a]lign final decision and outcome of
business case challenge with Melrose to follow up from project budget approval in December’. In the minutes of this meeting a
‘Review [of the] alternative sources for assessment of political risk in scoring model to confirm difference between Hungary and
Turkey’ is also provided as a next step.

(68) In the Land Selection Decision meeting of 29 January 2021, Hungary was confirmed as the preferred location ‘only if
the project is granted the full amount of incentives’ and Tiirkiye would ‘be maintained in case incentives are not likely to be
approved in Hungary'. The presentation for that meeting, along the lines of the presentation of the earlier meeting of
20 January 2021, includes the same financial NPV figures comparing Hungary and Tiirkiye and a revised detailed
scoring of the ‘political risk’ criterion which shows a higher risk for Tirkiye. Tirkiye again was slightly behind
Hungary when considering mainly qualitative factors (i.e. the overall scoring model) (**) but was favourable in terms
of NPV analysis. Hungary was recommended by the Site selection project team because of a better score ‘on the
purely non-financial factors’ (*!). The presentation also included the Site selection project team’s recommendations to
the GKN Automotive ET that: (i) Hungary be confirmed as the preferred location on the assumption that the project
is granted the full amount of the offered incentives; (ii) the incentives application to Hungary and the corresponding

(*®)  Hungary scored 2,89, Tiirkiye scored 2,77.

(*)  Hungary scored 2,36, Tiirkiye scored 1,87. This purely ‘non financial score’ was based on a subset of the overall scoring model
where 26 % of the overall weight was not taken into account.

(*)  Hungary scored 2,88, Tiirkiye scored 2,71.

(")  Hungary scored 2,35, Tiirkiye scored 1,82. This purely ‘non financial score’ was based on a subset of the overall scoring model
where 26 % of the overall weight was not taken into account.
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preparatory works be approved; (iii) feedback on the incentives application from the Hungarian authorities be
reviewed (within 1 month); and, on that basis, (iv) confirm Hungary as the preferred location if the incentives are
granted or, if such incentives are not granted, then confirm Tiirkiye as the preferred location. The presentation
includes in the next steps the alignment of the final decision and the outcome of the business case challenge with
Melrose and the review of application documents with Melrose team and submission to the Hungarian authorities.

Preparatory activities in Hungary

(69) Rubin was founded in January 2021 (recital (5)). On 31 March 2021, the beneficiary applied for the development tax
benefit. On 8 April 2021, the beneficiary submitted a formal application for the cash grant in Hungary, which
referred to Tiirkiye as the only alternative location. On 14 April 2021 HIPA issued a formal incentive offer for a cash
grant of HUF 16 280,56 million (EUR 44,76 million).

(70)  Following the aid application in Hungary and up to December 2021, the beneficiary progressed with preparatory
activities that allowed it to further substantiate and improve its existing assumptions, as well as to reflect cost and
value changes since the original NPV calculation (recital (81)).

(71)  During land plot suitability checks in June 2021, GKN Automotive identified unfavourable hydrological features of
the initially favoured plot of land in Miskolc. Therefore, following additional checks and discussions on whether
possible technical solutions could solve the issue, GKN Automotive opted for another plot in Miskolc, in the
FelsGzsolca industrial zone. GKN Automotive visited the new land plot in July 2021 and started the technical due
diligence of the site (e.g. archacology and ammunition clearance) which confirmed the suitability of that plot of land.
The Hungarian authorities explained that this change in the plot of land did not lead to any substantial change in the
NPV calculation, as developed until that moment, since the size of the new plot of land was similar to that of the
original location and the price for the plot of land was only slightly higher than that of the original option. The
minor difference in price was taken into account as part of part of the NPV update exercise (recital (81)(ii)).

Preparatory activities in Tiirkiye

(72) In February 2021, the beneficiary engaged a consultant in Tiirkiye (the ‘Local Consultant’). In the period up to May
2021, the Local Consultant dealt with activities concerning building design and project planning, with the
preparation of a general layout of works to be carried out, including their timeline and costs estimation.

(73)  The Hungarian authorities explained that between 5 July and 7 July 2021 the regional management team, including
the Vice President Operations Europe, conducted a site visit in Tiirkiye. During that visit, meetings took place with
Eskisehir Organised Industrial Zone (‘OI1Z’), the Investment Office of Tiirkiye and the Ministry of Industry, as well as
a visit of the plot of land with the Local Consultant. As of mid-July 2021, the Local Consultant was appointed to
perform additional tasks, e.g. dealing with the tender procedure for the project design and soil investigation, studying
new costs linked to a structural change of the project and updating the former cost estimations.

(74) Following some preliminary exchanges at the end of July 2021, in August 2021 GKN Automotive engaged a law
firm in Tirkiye to provide legal advice on Turkish local laws and regulations as well as to support certain contract
negotiations with OIZ. In August 2021, once the scope of its mandate had been clarified (+?), the law firm started
reviewing the Draft Land Allocation Agreement and, in the period between September 2021 and November 2021, it
participated in three virtual meetings with GKN Automotive and OIZ. During discussions with OIZ in that period, it
transpired that the price of the targeted plot of land had nearly tripled (**) compared to the initial price in July 2021,
due to an increase in the market value of the area and an increase in expenses due to currency fluctuations.

(75) At the end of October 2021, GKN Automotive filed an updated request for an incentive simulation with the
Investment Office of Tiirkiye to partially offset an increase in the eligible costs resulting from an updated cost
estimation. The updated cost estimation, resulting from the work of the Local Consultant, took into account new
elements affecting the initial cost estimate for the Investment Project (e.g. structural changes to the project, costs
resulting from the tendering processes, cost inflation in Tiirkiye, increase in the purchase price for the plot of land).
On 3 November 2021, the Investment Office of Tiirkiye provided an incentives simulation based on the updated
cost assumptions.

(*  Based on the provided documents, the engagement letter of the law firm concerned only the drafting and/or reviewing of the
reservation agreement of the land plot. However, GKN Automotive and the law firm agreed to widen it to cover ‘the review of the
whole package of agreements regarding land allocation process and translations of the same’ (i.e. the reservation agreement, preliminary
agreement and the land allocation agreement).

(¥)  The price increased from 235 TRY/m2 (July 2021) to 600 TRY/m2 (October 2021).
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Location decision of December 2021

(76) Hungary submits that the GKN Automotive ET took the final location decision in a meeting held on 9 December
2021, where Hungary was confirmed as target location for the new site and where it was decided to discontinue
preparatory activities in Tirkiye.

(77) Hungary provided the Commission with the presentation of the Site selection project team for that meeting (no
formal deliberation/decision was provided). The presentation indicates that ‘[flollowing the further pursuit of national
application and EU approval processes to obtain incentive packages incentives in Hungary are now considered more likely than in
January. Incentives will largely offset [the] financial advantage of Turkey ... and will enable the project to meet the target payback
period of [4,4 — 5,3] years ([5,5 — 7,1] years without incentives).

(78) The decision proposal in that presentation indicates that the ‘current political and economic situation in Turkey was
monitored closely. Without reversal to more stable situation the risk level for [the] project was considered heightened’. Hungary
was ‘still considered the preferred option concerning non-financial indicators, especially considering the [current] political and
economic volatility in Turkey’. The presentation includes updated NPV figures for both locations confirming the
financial advantage of Tiirkiye and the calculation of the payback period for both locations, with Hungary having a
payback period of [4,4 — 5,3] years with incentives and [5,5 — 7,1] years without incentives and Tiirkiye [4,5 —
5,4] years with incentives and [4,7 — 5,5] years without incentives, calculated on the basis of costs (GBP [230 —
410] million in Hungary and GBP [210 — 390] million in Tiirkiye) and value (GBP [50 — 65] million in Hungary
and GBP [65 — 80] million in Tiirkiye). The scoring (including both financial and non-financial metrics) remained
the same as in January 2021. Hungary explained that the foreign exchange rate volatility and the increasing land
prices had been taken into account in the final land selection decision by the GKN Automotive ET.

(79) The Hungarian authorities further explained that the GKN Automotive ET communicated the location decision to
the Melrose leadership ‘who, in turn did not raise any objections’. A member of the Site selection project team informed
HIPA and the Turkish authorities of the location decision, respectively on 13 December 2021 and on 14 December
2021.

(80)  Following the decision on 9 December 2021 negotiations with the landowners of the plot of land in Hungary were
concluded with a preliminary land plot purchase agreement on 14 December 2021 and the purchase was concluded
on 10 March 2022 (recital (10)). The beneficiary also initiated the tender procedure for construction of the
Investment Project.

2.13.3. Proportionality

(81)  According to the Hungarian authorities, GKN Automotive compared the cases of the two locations — Hungary and
Tiirkiye — in an NPV model, developed from December 2020 to January 2021. At the end of 2021, the model was
updated based on: (i) the results of the work streams as described in recitals (70), (71), (73) and (74) and the incentive
simulation of 3 November 2021, for the Turkish option, and (ii) the slightly higher cost for the purchase of the new
plot of land and a refinement of assumptions concerning the building, building equipment and tooling (recital (70))
for Hungary. The NPV model compares Miskolc to the alternative location in Tiirkiye over the period 2021 — 20238,
with sales starting in 2022, and considers a terminal value for both locations calculated on the basis of the modelled
revenues for the last projected year adjusted by a growth rate of 1 %, net of costs (*). The model assumes inflation for
labour costs with all other costs not being adjusted for inflation (*) as these costs are expected to be procured
regionally in Europe regardless of the location of the Investment Project and therefore the same inflation assumption
would apply in both locations. The beneficiary’s standard weighted average cost of capital (WACC) of [8 — 12]%,
used for financial modelling and other investment decisions, was used for discounting purposes for both locations.

(82) The NPV model assumes a nominal capital expenditure (‘Capex’) of GBP [200 — 230] million (EUR [230 —
265] million) for Hungary and GBP [175 — 195] million (EUR [200- 225] million) for Tiirkiye. Expressed in NPV,
the capex disadvantage for Hungary amounted to GBP 20,2 million (EUR 23,23 million) with the major driver for
this being the higher construction cost in Hungary. The model also assumes for each location other project related
‘one-off' costs related to the transfer of production of GBP [25 — 40] million (EUR [30 — 46] million) in nominal
value.

(*)  All amounts are included in GBP with an exchange rate of EUR/GBP 1,15 and TRY/GBP 11,25, the average year to date exchange
rate as of 6 October 2021.
(¥)  Inflation has been included in the scoring model.
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(83) The NPV model assumes the same sales volumes and selling price for both locations based on actual data from other
operating GKN Automotive sites. Price leakages, due to pressure from customers for price reductions, were assumed
to be the same percentage of external gross sales for both locations. Freight leakage, accounting for the additional
outbound freight distance/costs from each location to customers, based on inputs from GKN Automotive’s internal
logistics teams, was assumed to be lower in Hungary (0,9 % for the ramp up period accelerating to the level of 1,0 %
of external gross sales for full scale production — starting in 2024) than in Tiirkiye (assumed to be 4,0 % for the
ramp up period accelerating to the level of 4,1 % of external gross sales for full scale production — starting in 2025).
Leakage resulted in a GBP 70,2 million (EUR 80,73 million) NPV advantage for Hungary.

(84) Labour cost assumes fewer employees (in terms of Full Time Equivalents (FTE)) in Tiirkiye than in Hungary, due to a
higher number of working hours per week in Tiirkiye (45 compared to 40 for Hungary) and a lower labour rate per
FTE in Tirkiye. A labour inflation rate of 11,6 % was assumed for Tirkiye and of 6,8 % to 7,8 % in Hungary,
depending on the category of employees. The NPV advantage for Tiirkiye was calculated at GBP 127,9 million
(EUR 147,09 million).

(85) In terms of cost of sales, for raw materials Hungary has a GBP 36,6 million (EUR 42,09 million) advantage mainly
due to higher inbound shipping cost for Tiirkiye. Utilities costs assume the same consumption in both locations with
lower prices in Tiirkiye, which lead to an NPV advantage for Tiirkiye at GBP 20 million (EUR 23 million). For other
costs of sales components such as maintenance, consumables and tooling Tiirkiye has an NPV advantage of
GBP 3,3 million (EUR 3,80 million). Tiirkiye also has a GBP 3 million (EUR 3,45 million) advantage in terms of other
costs (central recharges).

(86)  As far as taxes are concerned, the NPV model assumes a corporate income tax rate of 9 % and 2,3 % for local taxes in
Hungary and a 20 % tax rate for Tiirkiye. For Tiirkiye, the model assumes that the investment will be consolidated
under the existing Turkish legal entity to consume tax credit from the beginning of the investment implementation
and not just after the new investment begins to generate a profit. These tax estimates result in a GBP 47,5 million
(EUR 54,63 million) advantage for Hungary.

(87) The Hungarian authorities note that, since Hungary is an EEA member, the Hungarian aid could not be taken into
account in the NPV of the Hungarian location (following paragraph 80 of the RAG 2014). On the contrary, Tiirkiye
not being an EEA member, the Turkish incentives could be taken into account in the NPV of the Turkish location.
Considering the operating free cashflow the NPV of the investment in Hungary without State aid was
GBP 212 million (EUR 243,8 million), while the NPV of the investment in Tiirkiye, including incentives of
GBP 36 million (EUR 41,4 million), was GBP 270 million (*) (EUR 310,5 million), thus GBP 58 million higher
(EUR 66,7 million). GKN Automotive has calculated the NPV of the Hungarian aid to be GBP 27 million
(EUR 31,05 million). If the incentives for Hungary are considered, the NPV in case of Hungary increases to
GBP 239 million (EUR 274,85 million) and the NPV advantage of Tiirkiye is reduced to GBP 31 million
(EUR 35,65 million).

(88)  The Hungarian authorities submit that GKN Automotive accepts the remaining difference considering the substantial
non-financial benefits in Hungary, particularly with regards to workforce availability and qualification, local
infrastructure, and risk exposure, as measured in the scoring model.

2.14. Effects on competition and trade
2.14.1. Manifest negative effects

(89) Hungary submits that the alternative location of the investment is outside the EEA, so that, without aid, the
investment would not have been located in an EEA region with a regional aid intensity that is higher or the same as
the target region.

(90) The beneficiary (at group level) is considering [transferring] the same or similar activities in the EEA as part of New
Wave three of the Strategy (recital (25)). Despite that, Hungary submits that the aid will not have a manifest negative
effect as there is no causal link between the aid and the relocation for the following reasons:

(a) Market forces (e.g. trend of increased cost competition in the relevant market with a general trend and shift in
favour of low-cost manufacturing locations) led to the footprint re-evaluation, which will result in a loss of jobs
in [...] Europe.

(*)  The Commission notes that there is an unexplained NPV advantage of Tiirkiye of GBP 1,9 million (EUR 2,18 million).
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(b) The [transfer of business] under New Wave three and the consequent job losses are the result of the
implementation of the Strategy, which had already been decided upon and is being implemented regardless of
any aid offered by Hungary.

(¢) The decision on potential [transfer of business] of existing facilities as part of the Strategy and the location
decision are two independent events made at different points in time with the aid in Hungary not being a factor
in defining the Strategy.

(d) The Hungarian incentives will only influence the beneficiary’s decision to create jobs inside the Union instead of
outside the Union but not the decision on the relocation that would happen in any event. According to Hungary,
in the absence of the aid, the investment would have been undertaken, but in Tiirkiye as opposed to Hungary.
Consequently, the aid has changed the location of the investment from Tiirkiye (Eskisehir) to Hungary (Miskolc)
(scenario 2 situation, see recital (32)) (*¥).

2.14.2. Situation of the market

(91) Hungary considers that the Investment Project is a ‘scenario 2’ investment and that the two locations (the selected
location in Hungary and the alternative location in Tiirkiye) are located in the same geographical market.
Furthermore, Hungary provided information on the product market and figures on the evolution of the European
market.

2.14.2.1. Product market

(92)  The establishment would be classified under NACE (*) code 29.32, i.e. manufacture of other parts and accessories for
motor vehicles. The products concerned are sideshafts, propshafts and sub-components required for their assembly
(e.g. joints).

2.14.2.2. Geographic market

(93) The Hungarian authorities explained that the main market for the final products of the Investment Project will be
Europe (*), however, customers are also currently purchasing driveline components from outside the Union and this
tendency is expected to continue and possibly grow, as they are demanding significant price reductions and are
lowering quality and technological requirements.

(94) Hungary submits that the Investment Project will not lead to an increase of GKN Automotive’s production capacity
(recital (9)), therefore, the Investment Project would not lead to the creation of overcapacity in the market. The
downstream product market for the products that will be produced by the Investment Project is the European
production market for passenger cars and light commercial vehicles. On the basis of the beneficiary’s market
information the downstream market is expected to grow at 2,9 % per year in the period 2020 — 2029.

2.15. Transparency and monitoring

(95) In accordance with the Transparency Communication (*), Hungary indicated that the following information will be
published in the EU Transparency Award Module and on the website of the State Aid Monitoring Office
(www.tvi.kormany.hu): the full text of the individual aid granting decisions and implementing provisions, or a link to
it; the identity of the granting authorities; the identity of the individual beneficiary, the aid instrument and amount of
aid; the objective of the aid, the date of granting, the type of undertaking; the Commission’s aid measure reference
number; the region where the beneficiary is located and the principal economic sector of the beneficiary.

() Hungary refers to recital 211 to 213 of Commission Decision of 23 September 2009 on the aid which Poland is planning to
implement for Dell Products (Poland) Sp. z o0.0., C 46/08 (ex N 775/07) (O] L 29, 2.2.2010, p. 8). Hungary submits that the
Commission accepted that once the decision to close a manufacturing plant in one location is independent of the decision to locate a
new investment in another (and that there would be an investment in a new location undertaken anyway), it cannot be considered
that the aid has a causal link with the closure of the existing plant.

(*¥)  Regulation (EC) No 1893/2006 of the European Parliament and of the Council of 20 December 2006 establishing the statistical
classification of economic activities NACE Revision 2 and amending Council Regulation (EEC) No 3037/90 as well as certain EC
Regulations on specific statistical domains (O] L 393, 30.12.2006, p. 1).

(*)  Hungary explained that Rubin’s main customers will be the European sites of some of the world’s largest automotive OEMs and
accounting for around 94 % of total sales generated by the Investment Project.

(%) Communication from the Commission amending the Communications from the Commission on EU Guidelines for the application
of State aid rules in relation to the rapid deployment of broadband networks, on Guidelines on regional State aid for 2014-2020, on
State aid for films and other audiovisual works, on Guidelines on State aid to promote risk finance investments and on Guidelines on
State aid to airports and airlines (O] C 198, 27.6.2014, p. 30).
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Hungary undertakes to:

(a) annually submit to the Commission the reports provided for by Article 26 of Council Regulation (EU)
2015/1589 (°Y); and

(b) maintain for at least 10 years from the date of award of the aid detailed records containing the information and
supporting documentation necessary to establish that all compatibility conditions are met, and provide them,
upon written request, to the Commission within a period of 20 working days or such longer period as may be
fixed in the request.

3. ASSESSMENT OF THE MEASURE
3.1. Existence of aid

According to Article 107(1) TFEU, [s]ave as otherwise provided in the Treaties, any aid granted by a Member State or
through State resources in any form whatsoever which distorts or threatens to distort competition by favouring
certain undertakings or the production of certain goods shall, in so far as it affects trade between Member States, be
incompatible with the internal market’.

The qualification of a measure as aid within the meaning of Article 107(1) TFEU requires the following cumulative
conditions to be met: (i) the measure must be imputable to the State and financed through State resources; (ii) the
measure must confer an advantage on its recipient; (iii) that advantage must be selective; and (iv) it must distort or
threaten to distort competition and affect trade between Member States.

The public support awarded by Hungary in the form of a cash grant and a tax benefit is imputable to the State as it is
granted by the Hungarian authorities and it is based on national legal bases adopted by Hungary (recitals (17) to
(18)). It is financed through State resources, in the form of direct grants or waiving revenues which would otherwise
have been paid to the State, within the meaning of Article 107(1) TFEU since it is financed by the general budget of
the State (recital (16)).

The cash grant constitutes an advantage, which the beneficiary would not have received under market conditions.
The tax benefit relieves the beneficiary from costs, which it normally would have to bear under the normal
(corporate) tax rules (recital (18)). The objective of that system of reference is to tax the profits of all undertakings in
Hungary in a uniform way. As explained in recital (18), thanks to the tax benefit, the annual payable corporate tax of
the beneficiary will be reduced. Therefore, the beneficiary benefits from an economic advantage over its competitors.

As the measure is granted to a single company, the measure is selective. As the Court has stated, where individual aid
is at issue, the identification of the economic advantage is, in principle, sufficient to support the presumption that a
measure is selective (*2). This is so regardless of whether there are operators on the relevant markets that are in a
comparable factual and legal situation.

The measure is likely to affect trade between Member States since trade between Member States exists in the
automotive components sector and, more specifically, in the market for propshafts and sideshafts.

As the measure strengthens the competitive position of the beneficiary, competition is distorted or is threatened to
be distorted.

Consequently, the Commission considers that the measure constitutes State aid within the meaning of Article 107(1)
TFEU.

Hungary submits that the measure constitutes individually notifiable applications of State aid schemes that are
themselves exempted from the notification obligation under Article 108(3) TFEU by virtue of the GBER (recital (17)
and (18)), which confirms the Commission’s conclusion that the measure constitutes State aid.

3.2. Lawfulness of the measure

If the regional investment aid amount to be granted exceeds the notification threshold laid down in Article 4(1)(a) of
the GBER, the aid is not covered by the exemption provided by the GBER, and has thus to be notified individually to
the Commission (recitals (17) and (18)). In the Northern Hungary region, the applicable threshold is
EUR 37,50 million. Therefore, the planned measure of EUR 43,76 million cannot be exempted from notification.

Council Regulation (EU) 2015/1589 of 13 July 2015 laying down detailed rules for the application of Article 108 of the Treaty on
the Functioning of the European Union (O] L 248, 24.9.2015, p. 9).
Judgment of the Court of Justice of 4 June 2015, Commission v MOL, C-15/14 P, ECLLEU:C:2015:362, paragraph 60.
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(107) By making the award of the cash grant conditional upon the Commission’s approval (recital (17)), by adopting the
granting act for the tax benefit only once the Commission’s approval is notified (recital (19)) and by having notified
the measure, the Hungarian authorities have respected their obligations under Article 108(3) TFEU and Article 4(1)
(a) of the GBER.

3.3. Compatibility of the measure

(108) In derogation from the general prohibition of State aid laid down in Article 107(1) TFEU, aid may be declared
compatible if it can benefit from one of the derogations enumerated in the TFEU.

(109) The objective of the measure is to promote regional development in an area designated in accordance with
Article 107(3)(a) TFEU. According to established case practice, the appropriate legal basis for assessing compatibility
of regional State aid may be Article 107(3)(a) TFEU.

(110) As explained in recital (17), the Incentive Agreement was signed before 31 December 2021. The legal basis for the
assessment of the cash grant is therefore Article 107(3)(a) TFEU, as interpreted by the RAG 2014 (*%), in accordance
with paragraph 197 of the Regional Aid Guidelines applicable as from 1 January 2022 (**) (RAG 2022)). The
Incentive Agreement for the cash grant enters into force upon the Commission’s decision approving the aid.

(111) Concerning the tax benefit, the Commission preliminarily considers that the Government decision (which Hungary
explained was adopted on 12 December 2021, recital (19)) does not constitute a granting act. This document does
not identify the relevant aid to the beneficiary, and states that ‘the development tax benefit shall be granted in accordance
with the conditions set out in the Government decision to be issued on the basis of a decision of the European Commission’.
Therefore is it only that future Government decision (or other following acts) that could confer the beneficiary a legal
right to receive the aid. The Commission considers that the tax benefit is only intended to be awarded after
31 December 2021 and that the legal basis for its assessment is therefore Article 107(3)(a) TFEU, as interpreted by
the RAG 2022, in accordance with paragraph 197 of the latter (**).

(112) Since RAG 2014 apply to the cash grant and considering that RAG 2022 apply to the remaining part of the aid (i.e.
the tax benefit), the Commission will undertake its preliminary assessment of compatibility of the cash grant on the
basis of RAG 2014 and of the tax benefit on the basis of RAG 2022 (together ‘RAGs’). The Commission notes that, in
the specific circumstances of the present case, there is nothing that would prevent the Commission from assessing
part of the aid on the basis of the RAG 2014 and part of the aid on the basis of the RAG 2022. In any event, the
provisions of the RAGs that are relevant for the below assessment are materially identical and, moreover, as clarified
in recital (4), Miskolc was eligible for regional aid on the basis of the regional aid map 2014 and also on the basis of
the regional aid map 2022, with the same aid intensity.

(113) In line with Article 107(3)(a) TFEU, the Commission examines whether the aid is to ‘promote the economic development
of areas where the standard of living is abnormally low or where there is serious underemployment, and of the regions referred to
in Article 349 TFEU, in view of their structural, economic, and social situation’. That examination is carried out by
reference to the criteria laid down in the RAGs.

3.3.1. Objective of promoting regional development in an area designated in accordance with Article 107(3)(a) TFEU
3.3.1.1. Real and sustained contribution to regional development

(114) Both the RAG 2014 and RAG 2022 require that Member States prove, in concrete terms, the real and sustained
contribution of the aided investment to the regional development of the target region. Section 3.2.2 of the RAG
2014 and section 5.1.2 of the RAG 2022 list, on a non-exhaustive basis, a number of indicators that Member States
may use in order to demonstrate the regional contribution of individual investment aid notified to the Commission.

(®)  The RAG 2014 were prolonged until 31 December 2021.

(**  Guidelines on regional State aid (O] C 153, 29.4.2021, p. 1).

() Referring to a possible application of the RAG 2022 to the tax benefit, the Hungarian authorities pointed out that ‘under the
Hungarian regional aid map approved by the Commission for the period of 2022-2027 (SA.63934) Fels6zsolca has the same regional aid
ceiling of 50 % as under the previous regional aid map, and the other conditions set by the RAG 2022-2027 are also met, therefore the change of
legal basis of the approval (RAG 2022-2027 instead of RAG 2014-2021) should not change the outcome of the assessment of the
Commission’.
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(115) The Investment Project is carried out in Miskolc, Northern Hungary, an area eligible for regional aid pursuant to
Article 107(3)(a) TFEU (a’ area) in accordance with the regional aid map 2014 and the regional aid map 2022 (recital
(4)). The Commission takes note that Hungary invokes positive regional effects of the investment (recital (26)). At
this stage, the Commission acknowledges the contribution of the investment to regional development in particular
in the form of direct and indirect job creation, clustering effect, cooperation with universities and knowledge transfer.

(116) As a rule, an investment can only be considered as a real and sustained contribution to regional development if it is
viable. To ensure that the investment concerned is regarded as viable by the beneficiary itself or by third parties, that
beneficiary must provide an own contribution of at least 25 % of the eligible costs (*°), through its own resources or
by external financing, in a form that is free of any public financial support. In addition, the investment (the aided
assets) can only be considered to have a real contribution to regional development if it is sustained. That is why it
must be maintained in the area concerned for a minimum period of five years (three years for small and
medium-sized enterprises) after completion of the investment (*7).

(117) The Commission notes that the beneficiary will contribute at least 25 % of the eligible costs (recital (28)), and
commits to maintain the investment for five years after completion of the project in the area concerned (recital (27)).

(118) Based on the above, the Commission preliminarily considers that the aided investment contributes to regional
development of the target region.

3.3.1.2. Incentive effect

(119) According to section 3.5 of the RAG 2014 and section 5.2 of the RAG 2022, regional aid can only be found
compatible with the internal market if it has an incentive effect. An incentive effect is present when the aid changes
the behaviour of an undertaking in a way that it carries out additional activity contributing to the development of an
area that it would not have carried out, or would only have done in a limited or different manner or in another
location, if the aid was not granted. The aid must not subsidise the costs of an activity that an undertaking would
carry out in any event and must not compensate for the normal business risk of an economic activity.

Formal incentive effect

(120) According to paragraphs 64 and 65 of the RAG 2014 and 62 and 63 of the RAG 2022, the formal incentive effect
requirement is met if works on an individual investment start only after the application for aid has been submitted.
This condition is met in the present case as the beneficiary applied for aid on 8 April 2021 (cash grant) and
31 March 2021 (tax benefit), while works on the Investment Project only started on 28 April 2022 (recital (12)) (*3).

Substantive incentive effect

(121) As there are many valid reasons for a company to locate its investment in a certain region, even without any aid
being granted, the RAGs require the Commission to verify in detail that the aid is necessary to provide a substantive
incentive effect for the investment that can be proven in two possible ways (see paragraph 61 of the RAG 2014 and
paragraph 59 of the RAG 2022), that is to say that the aid: gives an incentive to invest in the area concerned because
otherwise the investment would not be sufficiently profitable for the aid beneficiary (**) (scenario 1, investment
decision), or gives an incentive to locate a planned investment in the area concerned rather than elsewhere because it
offsets the net disadvantages and costs of investing in a location in the area concerned (scenario 2, location decision).

(122) As set out in section 3.5.2 of the RAG 2014 and section 5.2.1.2 of the RAG 2022, the Member State must provide
clear evidence that the aid has an actual impact on the investment choice or on the choice of the investment location.
To that end, the Member State must provide a comprehensive description of the counterfactual scenario in which the
beneficiary receives no aid. The Commission has to verify that this alternative scenario is realistic and credible.
Paragraph 68 of the RAG 2014 and paragraph 66 of the RAG 2022 indicate that a counterfactual scenario is
credible if it is genuine and relates to the decision-making factors prevalent at the time of the decision by the aid
beneficiary regarding the investment.

() See paragraph 38 of the RAG 2014 and paragraph 48 of the RAG 2022.

() See paragraph 36 of the RAG 2014 and paragraph 47 of the RAG 2022.

(**)  Buying of land and preparatory works such as obtaining permits and conducting preliminary feasibility studies are not considered as
start of works (paragraph 20(v) of the RAG 2014 and paragraph 19(29) of the RAG 2022). The earlier land purchase (recital (10)) is
thus not regarded as start of works.

(*)  This wording reflects the relevant text in the RAG 2014. RAG 2022 provides ‘would not be sufficiently profitable for the aid beneficiary
anywhere in the EEA'. Since Hungary notified the measure in the context of a scenario 2 situation, this has no further relevance for the
compatibility assessment in this decision.
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(123) Paragraph 71 of the RAG 2014 and paragraph 69 of the RAG 2022 indicate that for scenario 2 — which is invoked
by the Hungarian authorities in the present case (recital (32)) — the Member State could prove the incentive effect of
the aid by providing the undertaking’s documents showing that a comparison has been made between the costs and
benefits of locating the investment in the assisted region concerned and those of locating the investment in
alternative location(s). Such documents should be contemporary to the decision-making process concerning the
investment or its location decision. The Commission verifies whether such comparisons are realistic. For that
purpose, paragraph 72 of the RAG 2014 and paragraph 70 of the RAG 2022 invite the Member State to rely on
official board documents, risk assessments (including the assessment of location-specific risks), financial reports,
internal business plans, expert opinions and other studies and documents that elaborate on investment scenarios.

(124) To verify the viability of the project in a scenario 2 context, all relevant costs and revenues (°°) have to be taken into
account, with the exception of possible subsidies available in the alternative location, where this alternative location
is in the EEA.

(125) The Commission notes that the Hungarian authorities submitted information documenting the decision making
process of GKN Automotive | Melrose and the counterfactual scenario. The Commission has to verify that this
counterfactual scenario is credible, i.e. that it is genuine and that it relates to the decision-making factors prevalent at
the time of the decision by the beneficiary regarding the investment. The Commission, therefore, considers it
appropriate to assess first, when and by whom the decision was made to invest in Hungary.

(126) Hungary argues that the GKN Automotive ET took the final location decision in December 2021, whereas Melrose’
preceding approval of the capital expenditure request in November/December 2020 (recital (56)) only constituted a
preliminary securing of the project funding and did not constitute a decision on the investment location. According
to the Hungarian authorities, such capital expenditure approval left the door open to further site selection decisions
by the GKN Automotive ET (being the sole decision-making body for the site selection workflow, recitals (34) and
(35)), based on the requirement to comply with the [4,5 — 5,4] year payback policy.

(127) The Hungarian authorities explained that in such context and following the inclusion of Tiirkiye in the process, the
GKN Automotive ET took a preliminary location decision in favour of Hungary in January 2021, a decision that was
still conditional upon receiving the full amount of incentives in Hungary (recital (68)). Hungary considers that
Melrose was not responsible for the location decision as its role in the decision making process was limited to giving
approval on high-level issues only (recital (34) and (35)).

(128) The Commission notes however that the minutes and the presentation for the GKN Automotive ET meeting of
12 August 2020 include a clear reference to Melrose needing to approve the land selection (recital (50)).

(129) It is the Commission’s preliminary view that this approval was given with the capital expenditure request signed by
Melrose on 9 December 2020, which is the only decisional document that was provided at the level of Melrose. As
described in recital (56), the scope of the capital expenditure, as is apparent from the signed capital expenditure
request, was described as ‘the target of this project is to generate value by consolidating the current footprint in [...] into a new
site located in Hungary.” The financial summary on that same document concluded on a payback period of [5,4 — 7]
years. The Commission considers that it is clear from the signed capital expenditure request that Melrose’s approval
was, therefore, given for an investment in Hungary.

(130) Hungary explained that, although Melrose approved the capital expenditure request, at the same time it had
challenged the business case, in terms of payback period in particular. However, such reservations are not reflected in
the signed capital expenditure request. The Commission notes that in another capital expenditure request, dated
March 2018 and approved by Melrose in April 2019, for a project under Wave one with a cost much lower than that
of the Investment Project (*!), there is a clear reference to efforts required from the project team to reduce the

payback period, which was already below [4,5 — 5,4] years. The Commission would expect to find similar
references in the signed capital expenditure request of the Investment Project, had Melrose challenged the business
case.

(131) The Commission acknowledges the further documentary evidence as of December 2020 from which it appears that
Eskisehir in Tiirkiye, as an investment location, was compared with the selected region in Hungary. However, for the
reasons set out below, the Commission cannot establish on this basis that Tiirkiye was a genuine counterfactual
location in which, in the absence of the Hungarian aid, the Investment Project would have taken place.

(®)  See paragraph 80 of the RAG 2014 and paragraph 97 of the RAG 2022.
(*)  Cost of project under Wave one amounted to 19 % of the cost of the Investment Project, as shown in the capital expenditure request
of the Investment Project.
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(132) As set out in further detail below, the Commission’s concerns with respect to Tiirkiye constituting a genuine
counterfactual to Hungary fall within three broad categories. First, the Commission could not establish the scope of
the mandate of the GKN Automotive ET after the approval of the capital expenditure request by Melrose on
9 December 2020. Even if it were correct that Melrose asked the GKN Automotive ET to improve the payback period
and the financial results more in general (on which no documentation was provided), it is not clear whether the GKN
Automotive ET had the freedom to change the location of the investment, which seemed to be an essential element
of the approved capital expenditure, or whether Melrose asked the GKN Automotive ET to improve the payback
period of the Investment Project in Hungary only (recitals (133) to (137)). Second, even if the GKN Automotive ET
had the mandate to decide upon and|or to change the investment location, it is not clear why Tiirkiye was further
investigated as the only alternative location, while also other locations seemed promising in terms of a cost
perspective (recitals (138) to (139)) Third, taking into account that GKN Automotive considered that the political
and operational risks of Tiirkiye were still present in December 2021, those risks might have constituted a deterrent
factor so that the investment would have taken place in Hungary even without the aid (recitals (140) to (145)).

Scope of GKN Automotive ET’s mandate

(133) The Commission could not establish the scope of the mandate that the GKN Automotive ET had following the
12 November 2020 meeting with Melrose. It is also not clear if there were further changes to that mandate following
Melrose’s approval of the capital expenditure request. Even if it were correct that the achievement of better financial
results was requested, the Commission questions to what extent the GKN Automotive ET had the freedom to deviate
from the project description as presented in the capital expenditure request. If the GKN Automotive ET had to work
within the scope of that project description, then the Commission harbours serious doubts concerning whether
Tirkiye was investigated as a genuine alternative location for the Investment Project or whether it was only
investigated for the purposes of being able to present an alternative location as part of the State aid review, and
thereby improve the chances of aid to be granted by Hungary in favour of the Investment Project being found
compatible with the internal market. In the latter situation Tiirkiye could not be considered as a genuine
counterfactual within in the meaning of paragraph 68 of the RAG 2014 and paragraph 66 of the RAG 2022 for
determining where the Investment Project would take place in the absence of aid. The Commission notes that the
beneficiary was fully aware that, in the context of the relocation, it had to present a scenario 2 counterfactual as a
requirement to obtain regional State aid (recitals (52) and (54)). GKN Automotive had been in contact with Hungary
and on 5 November 2020, shortly before the meeting with Melrose of 12 November 2020, it had received an
indicative aid offer from Hungary (recital (53)). It is not clear to the Commission on what basis Hungary offered this
aid since (i) in the relevant submission GKN Automotive had identified only Poland and/or Slovakia as alternative
locations; and (ii) no significant NPV difference to be covered by the aid could have been expected between Hungary
and those alternative locations, due to the fact that their costs were considered as being of a comparable level (recital
(58)). Therefore, at that stage, there was no evidence that the aid would provide a substantive incentive effect within
the meaning of paragraph 69 of the RAG 2014 and paragraph 67 of the RAG 2022.

(134) On the question whether the GKN Automotive ET had the mandate to change and/or decide upon the location, the
Commission notes that the language of the meeting notes and preparatory document of the GKN Automotive ET
meeting of 12 August 2020 (recital (50)), seemed to point to Melrose as decision making body with respect to site
selection for this Investment Project. There were also references to an alignment with Melrose, e.g. in the
presentation for the ‘Land Selection Review' meeting as referred to in recital (67). Also it appears that the aid
application documents submitted to the Hungarian authorities were also subject to Melrose’s approval (recital (68)).
Furthermore, Hungary explained that once the GKN Automotive ET took the location decision in December 2021, it
communicated it to the Melrose leadership and that the Melrose leadership ‘did not raise objections’. At the present
stage of the procedure, the Commission preliminarily considers that the fact that Melrose appears to have the ability
to raise objections to the proposed location confirm that Melrose was ultimately the decision-making body with
respect to the location of the Investment Project.

(135) Furthermore, Hungary did not provide any contemporary evidence concerning the exact financial target that the
Investment Project needed to achieve. Hungary argued that although Melrose approved the capital expenditure
request referring to Hungary as a target location with a payback period of [5,4 — 7] years, in the preceding meeting
of 12 November 2020, it had challenged the business case since it did not match Melrose’s general practice of
requiring a payback of maximum [4,5 — 5,4] years for big investments. Based on the documents provided, the
Commission is not currently in a position to establish without serious doubts that a payback of maximum [4,5 —
5,4] years constituted a decisive element to invest or not, prevalent at the time of the investment and location
decision (recital (55)). The Commission has no evidence that, in the 12 November 2020 meeting, Melrose effectively
raised concerns in that sense. Hungary justifies this lack of information based on the informal character of all
exchanges with the shareholder (*3), however it did not provide any contemporary informal discussion/exchange
capable of substantiating the existence and application of the said general payback rule. If there was indeed a general

(®3  In general, Hungary claims that the governance within GKN and with its shareholder Melrose is not very formalistic. Even for
meetings with the Melrose Executive Directors & Management or within the GKN Automotive ET meetings are generally not
documented.
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practice of a maximum payback of [4,5 — 5,4] years, the Commission would expect to find some reference to it or
to the efforts to reach it in the capital expenditure request of the Investment Project or in the more detailed
description attached to it. As indicated in recital (130), in the context of another project of much lower cost, the
Commission found clear reference to efforts required to reduce the payback period, which in that case was already
below [4,5 — 5,4] years. The Commission also notes that the annex to the signed capital expenditure request
consisted of the presentation used at the meeting with Melrose on 12 November 2020 (recital (54)) including a clear
reference to a [5,4 — 7] years payback period without any reference to a target of [4,5 — 5,4] years.

(136) The Commission also questions the existence of a strict investment policy of maximum payback period of [4,5 —
5,4] years applicable to the relevant decision-making process on the basis of the following elements:

(a) The beneficiary’s internal documents refer to an overall assessment of the Strategy recognising that even if some
individual waves look unattractive from a payback perspective, the full benefits of the Strategy will not be
achieved from a piecemeal approach to projects (recital (38)). It appears therefore that the payback is not the only
consideration for decision-making and was not necessarily to be evaluated wave per wave.

(b) The business case for the New Wave three had been updated at several instances, but the payback always
exceeded [4,5 — 5,4] years, with the preparatory document for the GKN Automotive ET meeting of 12 August
(recital (49)) even mentioning a target payback of less than [5,6 — 7,2]years, without any reference to a policy of
[4,5 — 5,4] years. Had the maximum payback period of [4,5 — 5,4] years been a strict investment policy
criterion, the Commission would expect that such criterion would have been clear to the project team from the
start, or at least would expect to see references to it in the updates of the business case and, even more, would not
expect to see references to a target of [5,6 — 7,2] years.

(c) On 10 November 2020 the Site selection project team sent the presentation for the Melrose review to the Chief
Financial Officer (recital (54)), asking him if he had any question on it prior to the meeting with Melrose. The
Commission is not aware of any reply to this e-mail, comments or proposal for amendments by the Chief
Financial Officer to this presentation, although it clearly refers to a [5,4 — 7] years payback. The Commission
would expect the Chief Financial Officer, in the context of this role, to raise the issue of the payback period, had
the maximum payback period of [4,5 — 5,4] years been a strict investment policy criterion.

=

In November 2020, after the alleged challenging of the business case by Melrose and in the discussions within
the Site selection project team on alternative locations (recital (59)), there is no evidence of a payback period
calculation/consideration for the alternative locations (Tiirkiye, Poland, Slovakia, Serbia or Morocco) which,
according to Hungary, were considered before concluding to promote Tiirkiye as the alternative location. If there
was a strict investment policy of maximum payback period, the Commission would expect to have evidence that
the payback period for the new alternative locations had been analysed before establishing Tiirkiye as the
alternative location to consider further early December 2020.

(¢) The comparison of Hungary and Tiirkiye by the Site selection project team on 17 December 2020 and the
alleged conditional location decision in January 2021 (recital (68)) were based on the NPV comparison and
scoring of the two locations without any calculation or consideration of the payback period. The earliest
evidence of a payback period calculation for Tirkiye dates back to December 2021 (recital (78)). The
Commission therefore questions on which basis the new location (i.e. Tiirkiye) was introduced if no assessment
had been made in terms of payback period given the investment policy of maximum payback period of [4,5 —
5,4] years, the alleged reason for challenging the business case for Hungary.

(f) The Commission also notes that the payback period included in the capital expenditure request of November
2020 did not consider revenues from sale of land and buildings in the two existing production facilities that are
to be relocated to Hungary (*)). The payback period also did not consider the indicative aid amount the
Hungarian authorities had included in their indicative offer of 4 November 2020 (indicative Hungarian aid of
EUR 35,22 million — cash grant and development tax). In other words, it is not clear why there was a need to
change location to meet the alleged payback period requirement if the target might have been reached already by
including those extra financing sources.

(137) The Commission therefore cannot establish whether the [4,5 — 5,4] year payback period requirement was decisive
at the time of the decision regarding the investment.

(¥ See footnote 32.
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The introduction of Tiirkiye as only counterfactual scenario

(138) Already on the basis of the questions raised in the previous section, the Commission harbours serious doubts
concerning whether Tiirkiye was investigated as a genuine alternative location for the Investment Project or whether
it was only investigated for the purposes of being able to present an alternative location as part of the State aid
review, and thereby improve the chances of aid to be granted by Hungary in favour of the Investment Project being
found compatible with the internal market. However, even if the [4,5 — 5,4] year payback period were a genuine
requirement, still it is not clear why only Tiirkiye was added to location analysis, which as such raises doubts as to
the decision making process.

(139) At the end of 2019, Tiirkiye had been excluded from the initial location search because of political risks (recital (43)).
One year later (November/December 2020), however, it reappeared in the process together with Poland, Slovakia,
Morocco and Serbia (recital (59)) and very quickly evolved as the only alternative to Hungary that was explored,
without any evidence of follow-up for any of the other locations. Hungary explained that Morocco and Serbia were
not considered due to the advantages — in terms of absence of delays (*4) and risk exposure — offered by the already
existing local footprint in Tiirkiye (recital (63)). Taking into account that the existing operations in Tiirkiye are limited
in size in comparison to all of GKN Automotive’s other sites (**), the Commission has serious doubts as to whether
those existing operations could actually represent a decisive factor to opt for Tiirkiye as the only alternative location
to Hungary, with no need to perform any comparison with the other possible best cost locations. The Commission
notes in this sense that Romania and Bulgaria had also been identified in the initial site selection step as being very
attractive locations in terms of costs (recital (49)). Although they did not make it to the shortlist, it is not clear why
they were not reconsidered as ultra low cost location, given that Tiirkiye, which had been removed from the initial
country assessment procedure at an even earlier stage (recital (43)) was reintroduced.

Tiirkiye as a genuine counterfactual

(140) It appears from the documentation provided that the investigation of Tiirkiye as a counterfactual scenario remained
relatively high level until mid-2021. A site visit was only organised in July 2021. At this point in time the Hungarian
State aid had already been pre-notified to the Commission and first contacts had been established. However, the
Commission acknowledges that, even if Tiirkiye had originally been introduced into the analysis only for the
purposes of improving the chances of the proposed State aid being declared compatible, it might be possible that the
Turkish alternative had evolved into a genuine alternative where GKN Automotive and Melrose were prepared to
invest. However, for the reasons set out below, the Commission harbours serious doubts that this was the case.

(141) Considering that GKN Automotive considered that the political and operational risks of Tiirkiye were still present in
December 2021 (recital (78)), those risks might have constituted a deterrent factor so that the investment would
have taken place in Hungary even without the aid.

(142) The Commission notes in this context, that Tiirkiye had been excluded from the initial location search at an early
stage in 2019 because of political risks (recital (43)). Based on the available documents, the reasons for Tiirkiye’s
reintroduction in the process seem to partly coincide with information on Tiirkiye already well known at the
moment of its exclusion in 2019, i.e. ‘low-cost option; primarily based on labour and current operational cost profile’ (recital
(64)). What differs from the initial assessment on Tiirkiye is: (i) the possibility ‘to leverage recent site options identified by
local tearm’ (°%), and the consideration that (ii) ‘political situation still remains a risk, but is less volatile than in 2019. No
disruption to operations’. The Commission considers that Hungary did not sufficiently substantiate how the political
risk, still evaluated as a deterrent factor in 2019, had changed sufficiently in 2020 to justify Tiirkiye being evaluated
as a genuine alternative site for the Investment Project.

(143) With respect to the evolution of the political situation, the Commission notes that the presentation to the GKN
Automotive ET of 29 January 2021 (alleged conditional location decision) includes a short update on operational
risks in Tiirkiye: “(1) Despite political unrest in recent years, GKN’s operations have not been affected; (2) Political risk in
Turkey has stabilized, with some source indicating that there is now a slightly reduced chance of regime change — however
remains significantly higher than for Eastern Europe; (3) Competitors successfully operate from outside of the EU and import to
supply OEM’s from ultra low cost countries and (4) For the period of interest ‘Data indicates [...]PL and TR labor cost are
negatively correlated. Therefore ESK could further diversify risk with respect to labour cost trends in Eastern Europe, after
accounting for FX.” Hungary did not provide a detailed risk analysis, report or other document concerning the 2019,
2020 and January 2021 assessments of the political and operational risks, nor did Hungary provide sufficient
explanations on why the Site selection project team considered that the political situation was less volatile in

(**)  Hungary confirmed indeed ‘access to relevant data from local teams allowed GKN Automotive to quickly gather data and develop the business
case confirming ESK as a highly attractive potential location’.

() In several presentations, reference is made to the fact that ‘Site assembles small volumes of sideshafts for a limited range of customers’.

(°®)  Point (i) seems to be linked to GKN Automotive need to quickly prepare a counterfactual with no delay and reinforces the doubts on
the reasons for the reintroduction of Tiirkiye in recital (133), in this sense see also footnote 62.
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December 2020 January 2021 compared to November 2019 and therefore the introduction or Tiirkiye as
alternative location would be justified.

(144) On 9 December 2021, the GKN Automotive ET took the alleged final location decision. The presentation for that
meeting (recital (78)) refers to the risk level for the project in Tiirkiye as ‘heightened’ (after monitoring closely the
political and economic situation). However, the relevant scoring in December 2021 seems to be identical to that
presented in January 2021. According to the presentation, ‘incentives in Hungary are now considered more likely than in
January' (recital (77)) and on this basis, the Turkish process was discontinued. However, given GKN Automotive’s
view on the political and economic volatility in Tiirkiye end of 2021 and the increased perceived risks (recital (78)),
the Commission maintains serious doubts as to whether Tiirkiye was a realistic option and preliminarily considers, at
the present stage of the procedure, that GKN would have invested in Hungary in any event (the Turkish risks being a
deterrent factor).

(145) Furthermore, the presentation for the 9 December 2021 meeting (recital (78)) explains that, although the NPV
comparison shows a financial advantage of the Turkish option (NPV difference of GBP 31 million) Hungary is still
the preferred option since the Hungarian incentives ‘will largely offset the financial advantage of the Turkey option’. The
Commission notes that the measure covers less than 50 % () of the NPV gap between Tiirkiye and Hungary and
therefore raises questions on the underlying reasoning of that statement.

Conclusion on the presence of incentive effect

(146) For all the reasons expressed in recital (126) to (145), at this stage, the Commission has serious doubts as to the
credibility of the counterfactual scenario submitted by Hungary, on whether the investment decision in Hungary was
taken in a scenario 2 situation and on whether an incentive effect was present. The Commission invites Hungary to
submit further authentic and contemporary evidence and to provide further explanations on the elements raised
above. The Commission calls upon interested parties to comment on the serious doubts raised by the Commission
on the incentive effect and the credibility of the counterfactual scenario.

3.3.2. Eligibility of the Investment Project

(147) Pursuant to paragraph 34 of the RAG 2014 and paragraph 45 of the RAG 2022, ‘initial investments’ of large
undertakings (such as the beneficiary) in ‘a’ areas may benefit from regional investment aid.

(148) The Investment Project is carried out by a large undertaking (the beneficiary) in an ‘a’ area (recital (4)).

(149) The Investment Project concerns the ‘setting-up of a new establishment’, which is an ‘initial investment’ pursuant to
paragraph 20(h)(a) of the RAG 2014 and paragraph 19(13)(a) of the RAG 2022. The Investment Project, as an ‘initial
investment’ with eligible costs exceeding EUR 50 million (recital (13)), qualifies as a ‘large investment project’
pursuant to paragraph 20(l) of the RAG 2014 and paragraph 19(18) of the RAG 2022.

(150) The Investment Project is thus eligible for regional investment aid, which means regional aid can be granted provided
all compatibility conditions are met.

(151) According to paragraph 20(e) of the RAG 2014 and paragraph 24 of the RAG 2022, and within the limits defined in
those paragraphs, the costs for new assets for the beneficiary’s Investment Project are eligible for regional aid.

(152) The cost of intangible assets included in the eligible costs of the project meet the conditions set out in
paragraphs 100 to 102 of the RAG 2014 and paragraphs 33 and 34 of the RAG 2022 and are eligible for regional
aid.

3.3.3. Need for State intervention

(153) According to section 3.3 of the RAG 2014 and section 5.3 of the RAG 2022, in order to assess whether State aid is
necessary to promote regional development, it is necessary to first diagnose the problem to be addressed. State aid
should be targeted towards situations where aid can bring about a material improvement that the market cannot
deliver itself.

(154) As established in paragraph 49 of the RAG 2014 and paragraph 77 of the RAG 2022, State intervention is
considered necessary for the development of the areas included in the regional aid map. The Commission notes that
the NUTS 2 region of Northern Hungary (in which Miskolc is located), is eligible for regional aid pursuant to
Article 107(3)(a) TFEU under the Hungarian regional aid map 2014 and the regional aid map 2022, so that there is a
need for State intervention.

(155) On this basis, the Commission preliminarily concludes that there is a need for State intervention.

(*)  The entire NPV gap was GBP 58 million, while the NPV of the Hungarian aid was estimated at GBP27million (i.e. 46,55 % of that
NPV gap).
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3.3.4. Appropriateness of the measure

(156) According to paragraph 50 of the RAG 2014 and paragraph 78 of the RAG 2022, the notified aid measure must be
an appropriate policy instrument to promote regional development. The RAGs underline that an aid measure will
not be considered compatible if other less distortive policy instruments or other less distortive types of aid
instruments are available. Section 3.4 of the RAG 2014 and section 5.4 of the RAG 2022 therefore introduce a
double appropriateness test. Under the first appropriateness test, Member States in particular have to identify the
bottlenecks to regional development and the specific handicaps of firms operating in the target region, and to clarify
to what extent bottlenecks to regional development could also successfully be targeted by non-aid measures. Under
the second appropriateness test, the Member State has to indicate why — in view of the individual merits of the
case — the chosen form of regional investment aid is the best instrument to influence the investment or location
decision.

(157) The Hungarian authorities justify the appropriateness of the aid (see section 2.12) in light of the macroeconomic
need of State aid for large investment projects in order to stimulate economic development at the regional level and
of the necessity to bridge the NPV gap between the alternative location and Miskolc.

(158) As regards the first test, of whether State aid is an appropriate policy instrument to achieve the development sought,
the Commission notes that the hardship of the Northern Hungary region in general is confirmed by its status as a
region eligible for regional aid in accordance with Article 107(3)(a) TFEU. With a gross domestic product per capita
of 47,67 % of the EU average according to RAG 2022 and 40 % according to RAG 2014 (°%), the region was
identified amongst the disadvantaged regions of the EU. The Commission considers that infrastructural
developments and other general measures alone are insufficient to reduce the given regional disparities. In this
kind of economic situation, State aid has already been acknowledged by the Commission’s case practice as an
appropriate means to address the economic shortcomings (e.g. in the Toray (*), Mondi SCP (") and LG Chem (')
decisions).

(159) As regards the question whether the measure constitutes an appropriate aid instrument, the Hungarian authorities
argue that an investment aid in the form of a direct pecuniary advantage (direct grant and tax benefit) is necessary to
incentivise the beneficiary to carry out the investment in Hungary rather than in the alternative counterfactual
location in Tiirkiye. The Commission considers that, as argued by the Hungarian authorities and in line with
previous Commission practice ('), with other forms of aid, e.g. guarantees or soft loans, it would, indeed, be more
difficult to bridge the NPV gap between the two alternative investment locations, and thereby offer the necessary
incentive to attract the investment to the ‘a’ area in question (assuming that the aid indeed operates as an incentive,
which is a separate question with respect to which the Commission has serious doubts). On this basis, the
Commission preliminarily concludes that the measure is appropriate.

3.3.5. Proportionality of the aid amount

(160) According to section 3.6 of the RAG 2014 and section 5.5.1 of the RAG 2022, the aid amount must be limited to
the minimum needed to induce the additional investment or activity in the area concerned. Therefore, the assessment
of the proportionality of the aid amount can only be carried out once the counterfactual scenario has been
established as credible.

(161) For scenario 2 situations, according to paragraph 106 of the RAG 2014 and paragraph 98 of the RAG 2022, the
Member State must demonstrate the proportionality on the basis of documentation such as that referred to in
paragraph 72 of the RAG 2014 and paragraph 70 of the RAG 2022.

(162) As a general rule, notified individual aid will be considered to be limited to the minimum, if the aid amount does not
exceed the net extra costs of implementing the investment in the area concerned, compared to the counterfactual
scenario in the absence of aid. Pursuant to paragraph 80 of the RAG 2014 and paragraph 97 of the RAG 2022, in
scenario 2 situations (location incentives), the aid amount should not exceed the difference between the NPV of the
investment in the target area and the NPV of the investment in the alternative location, while taking into account all
relevant costs and benefits.

() See Annex 1 of the RAG 2014 and Annex 1 of the RAG 2022.

(®)  Commission decision of 2 July 2020 in case SA.54226 (2019/N) — Hungary — Regional investment aid to Toray Industries Kft.
(O] C 214, 4.6.2021, p. 1).

(% Commission decision of 13 July 2017 in case SA.45584 (2016/N) — LIP — Investment aid to Mondi SCP (OJ C 400, 24.11.2017,
p- 1).

() See Commission decision of 28 January 2019 in case SA.47662 (2017/N) — Poland — LIP — Aid to LG Chem Wroctaw Energy Sp.
z 0.0. (O] C 93, 20.3.2020, p. 1).

("»  Seein particular, Commission decision of 2 July 2020 in case SA.54226 (2019/N) — Regional investment aid to Toray Industries —
Hungary (O] C 214, 4.6.2021, p. 1), recital 94. See also Commission decision of 24 May 2017 in case SA.45359 (2016/N) —
Regional investment aid to Jaguar Land Rover — LIP — SK (O] C 422, 8.12.2017, p. 21), recital 163.



22.9.2023 Amtsblatt der Europdischen Union C 336/39

(163) As a preliminary observation, the Commission recalls that, at the present stage of the procedure, it harbours serious
doubts as to the credibility of the counterfactual scenario that the Hungarian authorities have put forward and the
resulting, claimed incentive effect of the aid (recital (146)). Therefore, at this stage, the Commission takes the view
that it cannot conclude on the proportionality of the aid amount as the aid is to be assessed in light of the extra costs
of implementing the investment in the area concerned compared to the counterfactual scenario in the absence of aid.

(164) Nevertheless, the Commission preliminarily notes that the aid intensity and the aid amount do not exceed the
permissible adjusted aid intensity and the adjusted aid amount (recital (22)), calculated on the basis of eligible
expenditure (73, that is, new assets including intangible assets and excluding leasing costs. The Hungarian authorities
also confirmed that the cumulation of the measure with other aid (%) is excluded (recital (24)).

(165) Even if the counterfactual scenario were considered to be credible, the Commission raises questions as to whether
the aid corresponds to the net-extra costs of investing in the area concerned, compared to the counterfactual in the
absence of aid. The Commission notes that the projected production volume of the site to be established under the
third wave seems to have changed significantly between the initial Wave three and the New Wave three (recital (47))
whereas the land and building requirements, which are the basis for the capital expenditure considered in the NPV,
were not amended. The Commission also notes that the time frame considered for the NPV calculation (recitals (81)
and (83)) presents discrepancies with regards to the indicated timing of start of production and of reaching full
production capacity (recital (12)), as presented by the Hungarian authorities. In addition, given that (i) the past actual
production of the two existing sites to be relocated in the project seem to be below the capacity created with the
Investment Project and (ii) the forecasted sales quantities of the Investment Project in the years of full production, as
shown in the NPV analysis, seem to be below the capacity created with the Investment Project, the Commission
cannot confirm that the capital expenditure to set up the Investment Project is realistic. In this context, the
Commission does not exclude that the Investment Project is planned to accommodate further transfers under the
scope of Waves four to six of the Strategy, however the Hungarian authorities explained that there are no concrete
plans to implement those waves. The Commission notes that a production facility of lower capacity adjusted to the
sales needs would require a lower cost to be considered in the NPV calculation, which could affect the NPV gap
between the two locations and might impact the proportionality assessment.

(166) For the reasons set out above, the Commission cannot conclude on the proportionality of the aid amount in light of
the counterfactual scenario submitted and in light of the uncertainties related to the size of the investment. The
Commission calls for comments from interested parties and in particular invites Hungary to clarify the planned
capacity figures, also in light of the Strategy, composed of six waves.

3.3.6. Avoidance of undue negative effects on competition and trade

(167) The Commission further analysed whether the aid has undue negative effects on competition and trade.
Section 3.7.2 of the RAG 2014 and section 5.6.2 of the RAG 2022 explicitly list a series of situations where the
negative effects on trade and/or competition are unlikely to outweigh any positive effects that a regional aid measure
might have.

3.3.6.1. No manifest negative effect on trade: Adjusted aid intensity ceiling is not
exceeded

(168) A manifest negative effect would exist, according to paragraph 119 of the RAG 2014, where the proposed aid
amount exceeds, compared to the eligible (standardised) investment expenditure (”*), the maximum (adjusted) aid
intensity ceiling that applies for a project of the given size, taking into account the required ‘progressive scaling
down’ (°). As assessed in recital (164), the aid amount does not exceed the maximum aid intensity as established in
the regional aid map 2014 and the regional aid map 2022.

(169) The Commission therefore preliminary concludes that there is no manifest negative effect in that regard.

3.3.6.2. No manifest negative effect on competition: Aid does not create overcapacity ina
market in absolute decline

(170) According to paragraph 120 of the RAG 2014 and section 5.6.2.1 of the RAG 2022, a manifest negative effect arises
also where the investment aid creates capacity in a market in absolute decline, as such aid is likely to crowd out
competitors, or to prevent low cost firms from entering, and risks weakening incentives for competitors to innovate.
This results in inefficient market structures, which are also harmful to consumers in the long-run.

() See section 3.6.1.1 of the RAG 2014 and section 4.1.1 of the RAG 2022.

(") Paragraph 92 of the RAG 2014 and paragraph 99 of the RAG 2022.

() The standardised eligible expenditure for investment projects by large firms is described in detail in sections 3.6.1.1 and 3.6.1.2 of
the RAG 2014.

("®)  See paragraphs 86 and 20(c) of the RAG 2014.
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(171) This verification is however only necessary where the aid creates additional capacity on the relevant geographical
market. Where the investment would have happened in any event (‘scenario 2’) in the same geographical market, the
aid — provided it is limited to the minimum necessary to change the location decision — influences only the
location decision, and additional capacity would have come on the relevant geographical market in any event
(whatever the location). Therefore, this verification will normally be required only in ‘scenario 1’ situations (”7) or in
those ‘scenario 2’ situations where the alternative locations (i.e. the target region and the more viable region for the
implementation of the investment project) are situated in different geographical markets (%).

(172) In order to determine whether this verification is necessary in the case at hand, being a ‘scenario 2’ situation, the
Commission has to assess and establish whether the two alternative locations are situated in different geographical
markets. Only in that case does the ‘overcapacity in a declining market’ test need to be carried out.

(173) To determine whether the two alternative locations are situated in different geographical markets, the relevant
product market needs to be defined.

Product concerned and relevant product market

(174) The product concerned is normally the product covered by the investment project. However, when the project
concerns an intermediate product and a significant part of the output is not sold on the market, the product
concerned may be the downstream product (). In the case at hand, the products concerned by the Investment
Project are sideshafts, propshafts and sub-components required for their assembly (e.g. joints) (recital (92)).
Sideshafts and propshafts are sold as final products directly to customers, mainly the European producers of
passenger cars and light commercial vehicles.

Relevant geographical market

(175) The Hungarian authorities did not establish the relevant geographic market. Hungary confirmed that the two
locations (Hungary and Tiirkiye) would serve the same customers and customer locations. If so, both locations
cannot be considered as belonging to different geographical markets.

(176) The Commission recalls that it has expressed serious doubts as to the credibility of the counterfactual scenario
(recital (146)). Therefore, at this stage the Commission cannot conclude whether or where an alternative investment
might have taken place in the absence of the aid. As such, the Commission cannot conclude on whether any such
alternative investment would have happened in the same geographical market (‘scenario 2’). On that basis, at this
stage, the Commission cannot conclude on whether the aid would contribute to, or reinforce, the creation of
overcapacity in a market in absolute decline and have a manifest negative effect on competition in this respect.

3.3.6.3. No manifest negative effect on trade: No counter-cohesion effect

(177) Paragraphs 121 and 139 of the RAG 2014 and paragraphs 117 and 134 of the RAG 2022 prohibit an EEA region
with a lower project-specific viability from participating in ‘subsidy races’ to the detriment of equally weak or
worse-off regions (*°).

(178) Hungary submits that in the final decision-making process only one other alternative location not located in the EEA
was considered for the Investment Project. The Commission notes that during the location decision process, several
other EEA locations were investigated, such as locations in Poland and Slovakia and in earlier stages of the decision
making process also Czech Republic, Slovenia, Romania and Bulgaria. However none of those locations, based upon
the evidence provided, were considered in the final decision making process.

(179) The Commission therefore preliminarily considers that the aid has no counter-cohesion effect.
3.3.6.4. No manifest negative effect on trade: No relocation

(180) Pursuant to paragraph 122 of the RAG 2014 and paragraph 118 of the RAG 2022, where the beneficiary has
concrete plans to close down, or actually closes down the same or a similar activity in another area in the EEA and
relocates that activity to the target area, if there is a causal link between the aid and the relocation, this will constitute
a negative effect that is unlikely to be compensated by any positive elements.

() See paragraph 120 of the RAG 2014 and 114 of the RAG 2022.

(%) See paragraph 139 of the RAG 2014 and 115 of the RAG 2022.

() See paragraph 124 of the RAG 2022.

(*)  According to paragraph 121 of the RAG 2014 and paragraph 117 of the RAG 2022, the counter-cohesion effect resulting from aid
to the detriment of a weaker or similarly weak EEA region would constitute a negative element in the overall balancing test that is
unlikely to be compensated by any positive elements, because it runs counter the very rationale of regional aid.
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(181) In the period 2019 to 2021, the beneficiary (at group level) has closed down several sites with the same or a similar
activity in the EEA and intends to [transfer] the same or similar activity elsewhere in the EEA after the completion of
the investment (recital (25)).

(182) Hungary submits that the aid will not have a manifest negative effect as there is no causal link between the aid and
the relocation for the reasons stated in recital (90). The Commission considers that among those reasons, the ones
indicated in recitals (90)(a) to (90)(c) are inconsistent with Hungary’s explanation that the set-up of the Strategy in
2019 did not constitute a decision to perform any of the specific projects/relocations therein (recital (39)). However,
the argument cited in recital (90)(d) according to which the aid only changed the location of the investment, i.e.
incentivised the beneficiary to locate the investment in Hungary instead of Tiirkiye, but did not impact the
investment decision itself, would be sufficient by itself to exclude the causal link between the aid and the relevant
relocations, if the credibility of the counterfactual scenario in Tiirkiye were fully demonstrated. The Commission
therefore preliminarily concludes that — in the event that the proposed counterfactual can ultimately be considered
to be credible — a causal link does not exist between the aid and the relevant [transfer of business] and relocations.

(183) However, at this stage of the procedure, the Commission preliminarily considers that, if, following its in-depth
investigation, the Commission concludes that Tiirkiye was not a credible counterfactual scenario, while it transpires
that the aid was still needed for the investment in Hungary to be sufficiently profitable (in which case a scenario 1
situation would apply), then, without the aid the [transfer of business] would not take place. In such case, a causal
link between the aid the relocation would be present. Consequently, the Commission, at this stage, cannot conclude
on the absence of a manifest negative effect related to relocation.

3.3.6.5. Conclusion on the avoidance of undue negative effects on competition and trade

(184) In view of the above, the Commission has serious doubts concerning whether the aid will have a manifest negative
effect on competition or trade within the meaning of section 3.7.2 of the RAG 2014 and section 5.6.2 of the RAG
2022.

3.3.7. Balancing of positive and negative effects of the aid

(185) The Commission could not conclude at this point on the positive effects of the aid in view of the doubts expressed in
connection with the incentive effect. Furthermore, the Commission expressed serious doubts on the proportionality
of the measure and as to the absence of manifest negative effects resulting from the measure. Since all of those
elements need to be taken into account in the balancing test, the Commission is not in a position at this stage to
perform such balancing.

(186) Nevertheless, also other negative effects need to be taken into account in the remaining balancing test if the
investment takes place in a scenario 2 context in two distinct geographic markets. They are identified in
paragraph 114, 115 and 132 of RAG 2014 and in paragraph 107, 108 and 127 of the RAG 2022 and concern the
creation or reinforcement of overcapacities in an underperforming market (even if this market is not in absolute
decline). The Commission recalls that it harbours serious doubts as to the credibility of the counterfactual scenario
(recital (146)). Therefore, at this stage, the Commission takes the view that it cannot conclude on such a balancing
test.

3.3.8. Transparency

(187) In view of the Commission’s Transparency Communication (*!), the Hungarian authorities confirmed (recital (95))
that the following information will be published in the EU Transparency Award Module and in the website of the
State Aid Monitoring Office (*): the full text of the approved individual aid granting decision and its implementing
provisions, or a link to it; the identity of the granting authority/(ies); the identity of the individual beneficiary, the aid
instrument and amount of aid granted to the beneficiary; the objective of the aid, the date of granting, the type of
undertaking; the Commission’s aid measure reference number; the region where the beneficiary is located (at NUTS
level 2) and the principal economic sector of the beneficiary (at NACE group level).

(188) The Hungarian authorities also confirmed (recital (96)) that this information will be published after the granting
decision has been taken, will be kept for at least 10 years and will be available for the general public without
restrictions.

(189) On this basis, the Commission preliminarily concludes that the aid complies with the transparency provisions of
section 3.8 of the RAG 2014 and section 5.7 of the RAG 2022.

(1) See footnote 48.
(*3)  http:/[tvikormany.hu/


http://tvi.kormany.hu/
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3.3.9. No relevant breach of EU law

(190) It does not result from the notification that the aid or the conditions attached to it, or the economic activities
facilitated by the aid, could entail a violation of a relevant provision of Union law (*)). In particular, the Commission
has not sent a reasoned opinion to Hungary on a possible infringement of Union law that would bear a relation to
this case and the Commission has not received any complaints or information that might suggest that the State aid,
the conditions attached to it or the economic activities facilitated by the aid might be contrary to relevant provisions
of Union law.

3.4. Doubts and grounds for opening

(191) For the reasons set out above, the Commission, after a preliminary assessment of the measure, harbours serious
doubts as to the conformity of the measure with the provisions of the RAGs concerning the credibility of the
counterfactual scenario, the incentive effect and the proportionality of the aid. In addition, for the reasons set out
above, the Commission notes that it cannot be excluded that the measure contributes to, or reinforces, the creation
of overcapacity in a market in absolute decline and is causal to the relocation of activities from another Member
State, which would constitute manifest negative effects on competition and trade. For all these reasons, the
Commission harbours serious doubts as to the compatibility of the measure with the internal market.

(192) Consequently, the Commission is under a duty to carry out all of the required consultations and, therefore, to initiate
the procedure under Article 108(2) TFEU. This will give the opportunity to third parties whose interests may be
affected by the granting of aid to comment on the measure. In light of both the information submitted by the
Member State concerned and that provided by third parties, the Commission will assess the measure and will take its
final decision.

(193) The Member State and interested parties are invited to provide in their comments to this decision all information
necessary to enable the Commission to carry out this formal investigation.

(194) In the light of the foregoing considerations, the Commission, acting under the procedure laid down in Article 108(2)
TFEU, requests that Hungary submit its comments and provides all such information as may help the Commission to
assess the aid, within one month of the date of receipt of this letter. The Commission requests your authorities to
forward a copy of this letter to the potential recipient of the aid immediately.

(195) The Commission wishes to remind Hungary that Article 108(3) TFEU has suspensory effect, and would draw your
attention to Article 16 of Council Regulation (EU) 2015/1589, which provides that all unlawful aid may be
recovered from the recipient.

(196) The Commission warns Hungary that it will inform interested parties by publishing this letter and a meaningful
summary of it in the Official Journal of the European Union. It will also inform interested parties in the EFTA countries
which are signatories to the EEA Agreement, by publication of a notice in the EEA Supplement to the Official Journal
of the European Union and will inform the EFTA Surveillance Authority by sending it a copy of this letter. All such
interested parties will be invited to submit their comments within one month of the date of such publication.

(*)  See paragraph 28 of the RAG 2014 and paragraph 41 of the RAG 2022.
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