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Application of article 86(2) of the Treaty in the form of public service compensation

Dear Commissioner,

We understand that the college of the European Commission is due to adopt the decision and the community framework “on the application of article 86(2) of the Treaty to State Aid in the form of public service compensation granted to certain undertakings entrusted with the operation of services of general economic interest” next week at its meeting on 12th July. 

The Council of European Municipalities and Regions (CEMR) is the largest European organisation representing local and regional government from over 30 countries. We have expressed our members’ opinion on the Commission’s proposal concerning public service compensation at earlier stages and lobbied the European Parliament in its opinion formulating process. 

At this advanced stage of the process, we would ask you to take three key points into consideration in respect to this matter. 

First and foremost, we believe that the financial limits for the annual turnover and for the annual compensation should be at least double the thresholds applied for small and medium sized companies. There is a significant difference between financial aid, allocated to an undertaking and compensation for a defined public service obligation. Moreover we are eager to avoid unnecessary bureaucracy and costs, to both local authorities and the Commission.

Second, as far as the scope of the decision is concerned, we have at all stages advocated that article 1 should expressly include not only the two specific areas of hospitals and social housing, but all local services with purely social purpose. Due to the fact that there is still no appropriate distinction between Services of General Economic Interest and non-economic Services of General Interest, we believe it is necessary to explicitly exclude local social SGIs from the duty to notify compensation they receive. 

Finally, CEMR is concerned about the application of the framework to non-notified compensation which in the light of “Altmark” is considered to be state aid, and which compensation was given prior to the adoption and publication of the community framework. Given the very complicated issues at stake and the legal uncertainty that exists at local and regional level until today, we would strongly encourage the European Commission to take a pragmatic approach in order to avoid administrative or regulatory action which serves no useful European purpose.

I hope that you can take our opinion into consideration in the upcoming decision. Please let me confirm the great concern of local and regional governments and their interest in finding a solution that is acceptable for all parties concerned. 

Yours sincerely

(signed)

Jeremy Smith
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