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SERVICES OF GENERAL ECONOMIC INTEREST (SGEI) 
GUIDANCE 

 
The SGEI Framework (compatible aid only if approved by the Commission)  
 
Please refer to the full text as the following is a summary 
 
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2005:297:0004:0007:EN:PDF
 
 
The Framework was published on 19 November 2005. All compensation which 
does not meet either the terms of Altmark or the Block Exemption must be notified to and 
approved by the Commission. The Framework sets out criteria the Commission will 
apply in clearing aid. These criteria are in the main not new – they are merely a 
formulation of the way the Commission has always applied Article 86(2). 
 
Conditions for compatibility 
 
1 Defining the SGEI 
 
As with the block exemption, the undertaking must have been given a particular public 
service task to perform. Again this should be precisely defined and the Commission 
recommend  wide consultation on the terms of the SGEI, particularly with end users. 
 
2 Entrustment 
 
The responsibility for the operation of the SGEI to the service provider must be entrusted, 
which again can either take the form of primary legislation, contract or Ministerial letter 
setting out, as with the block exemption: 
 
♦ The nature and the duration of the public service obligations; 
♦ The undertakings and the territory concerned; 
♦ The nature of any exclusive or special rights assigned to the undertaking; 
♦ The parameters for calculating, controlling and reviewing the 
compensation; 
♦ The arrangements for avoiding and repaying any overcompensation. 
   
 
3 Compensation 
 
The compensation must not exceed what is necessary for the undertaking to 
perform the service – allowing for a reasonable profit. Compensation must not be used by 
the undertaking to cross subsidise non-SGEI activity. (However it is perfectly legitimate 
to insist that profits from non-SGEI activities are used to 
reduce funding needed for SGEI.) A full description of the costs that can and 
cannot be met are given in article 13 of the Framework. The definition of 
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reasonable profit is the same as for the Block Exemption and is set out in Article 15. 
 
Over-compensation 
 
Aid givers must check regularly for over-compensation. Aid givers need to be sure that 
the amount of aid is still needed and, if not,  the parameters of aid must be redrawn. 
Over-compensation of less than 10% of the total aid however can be carried over to the 
following financial year provided that there is a suitable adjustment in the amount of aid 
awarded that year. Over- compensation of more than 10% must be repaid unless there are 
very exceptional circumstances. An undertaking cannot keep this money on the grounds 
that it is being used for a purpose which the Commission would normally approve – for 
example environmental protection or R&D. If the company is to be given money for this 
purpose it must be notified to and approved by the Commission in advance in the usual 
manner. 
 
4 Other Points 
 
Undertakings receiving aid and which also engage in other non-SGEI services 
must keep separate accounts for SGEI and non-SGEI activities as per the 
Transparency Directive, see below. 
 
When approving a scheme, the Commission may attach conditions and lay down 
obligations to ensure that compensation granted to the service provider(s) does not lead to 
overcompensation. The Commission may ask for periodic reports.   
 
All existing notified and approved schemes have to be brought into line with the 
terms of the Framework within 18 months of its publication in the Official Journal – 
roughly by early 2007. However as the Framework codifies the Commission practice 
until now – and is in some respects more generous for example with over-compensation – 
this should not present a problem. 
 
If you are giving support for an SGEI which has not previously been notified and 
approved and which would not fit the block exemption this should be notified now. The 
Commission will consider the case under the provisions that were in force at the time the 
aid was given, which may mean slightly less generous treatment. 
 
 
 
 
5 The Financial Transparency Directive  
 
 

The  European Commission also published a Financial Transparency Directive  on 29 
November 2005.  
 
Please refer to the full text as the following is a summary 
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http://europa.eu.int/eur-
lex/lex/LexUriServ/site/en/oj/2005/l_312/l_31220051129en00470048.pdf
 
Reporting regime 
 
The directive has created a reporting regime to aid the European Commission’s 
investigative capabilities in the area of illegal state aid. Collectively, the Directives oblige 
public bodies (whose annual turnover – amongst other things – is at least €40m) engaged 
in commercial activities, to inform the Commission of the support they receive from 
public authorities. In addition, bodies (whether private or public) similarly engaged in 
commercial activities and in receipt of certain services from public authorities, are 
obliged to ensure that their management accounts are sufficiently separate to distinguish 
between these activities. Finally public bodies engaged in the manufacturing sector (with 
an annual turnover of at least €250m are required to supply details of their annual reports 
and accounts to the Commission on an annual basis. 
 
Purpose. The purpose of the FTD is to underpin the state aid regime by 
requiring such aid to be made transparent. Without such transparency, there is a real risk 
that the Commission’s state aid regime will be unable to expose funding which is not 
easily identifiable as State aid and identify funding that may seep into an organisation’s 
commercial activities, thereby cross-subsidising those areas with public funds. 
 
Consultation. The DTI will soon be launching a consultation exercise to help identify 
organisations likely to be affected by the Directives, as well as the impact of the 
Directives on those bodies. The Consultation will seek views from a broad range of 
interested parties including accountancy professional bodies; business groups and 
regional and local authorities. This will provide an opportunity to explore and discuss the 
appropriate method of implementation.  
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