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SERVICES OF GENERAL ECONOMIC INTEREST (SGEI) 
 

Summary of the Commission Decision C(2005) 2673 
Full text of the Decision can be found at 
 
http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2005:312:0067:0073:EN:P
DF
 
Introduction 
 
The SGEI block exemption was published on 28 November 2005 and came into force 
on 19 December 2005. It sets out the conditions under which compensation for SGEI 
will be regarded as compatible with Article 86(2) of the Treaty  
 
SGEI are usually services which: 
 

• the market does not provide or does not provide to the extent or quality 
which the state requires; AND  

 
• it is in the general, not particular interest ie beneficiaries should be the 

community at large and not a specific sector of industry.  
 
 
Scope  
 
The block exemption applies to: 
 

• Annual compensation for SGEI of less than €30m given to undertakings 
whose annual turnover in the last two financial years was less than €100m. 

 
• Compensation of any amount for hospitals and social housing – provided that 

they are carrying out SGEI. 
 

• Compensation for air or maritime links to islands with annual traffic in the last 
two financial years of less than 300,000 passengers 

 
• SGEI compensation for ports and airports where annual average traffic in the 

last two financial years does not exceed 1 million passengers in the case of 
airports and 300 000 passengers in the case of ports. 

 
The Decision does NOT apply to broadcasting or to land transport. These 
exemption criteria only apply when giving compensation for SGEI – they do not 
apply for example to capital investment aid. 
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Entrustment 
 
In order for the Decision to apply, the responsibility for the operation of the SGEI 
must be entrusted to the undertaking by means of primary legislation, 
a contract; or a Ministerial letter. 
 
In all cases, it must set out the following: 
 
♦ 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. 
 
As entrustment requires a more detailed approach than has been the norm in 
most Member States, the Commission will give Member States a year to bring 
their entrustment procedures into line. However this should start as soon as possible 
and not wait until the deadline. 
 
 
Compensation 
 
There must be no over-compensation – i.e. only the amount needed to discharge the 
service  must be paid but allowing the undertaking to make a reasonable profit – 
reasonable profit is defined in article 5.4 of the block exemption. It involves a rate of 
return on capital based on the amount of risk that the undertaking is exposed to in 
carrying out the service. If a service provider is granted special or exclusive rights, 
these should be taken into account. Reasonable profit should not exceed the normal 
profit levels of companies in the sector. SGEI funding is only supposed to ensure that 
the entrusted company is no worse off because it is carrying out the service – it should 
not be significantly better off. Compensation must not be used by the undertaking to 
cross subsidise non-SGEI activity. (However member states may decide that profits 
from non-SGEI activities are used to reduce funding needed for SGEI.) 
 
The costs that can be compensated are set out in Article 5.2 of the block exemption 
and include all costs incurred in the operation of the SGEI.    Regular checks must 
be made to ensure that there is no over compensation. If overcompensation does 
occur, it must be repaid unless it is less than 10% of the annual compensation, in 
which case this can be carried over to the following financial year, with compensation 
for that year being adjusted accordingly.  If the undertaking also carries out non-SGEI 
activities the aid giver can decide that any profit from these should go towards the 
financing of the SGEI. 
 
If the undertaking is carrying out both SGEI and non SGEI activities, there must be 
separate accounts for both activities. 
 
Member States have one year to bring their current practice into line with the 
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requirements of the block exemption on over compensation. 
 
Reports 
 
Funders must keep detailed records of the compensation paid to service providers. 
The UK will have to provide reports every three years on the working of the block 
exemption. These records are the only way of proving compliance with the block 
exemption and that illegal aid has not been given. Records must be kept for ten years 
and the Commission can ask to see them at any time.  
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