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CHANGE LOG

No. | Date of Change
(Publication)

Section

Description

1 23-05-2025

Section 3.4 — Regulatory
Asset Base

Clarified how to calculate average regulated asset
base and gearing using start/end-of-year values.

2 23-05-2025

Section 3.4 — Interest on
Debt

Clarified financial charges or fees (e.g. legal or
bank fees) are excluded from interest calculations
and should be reported as operating costs

3 23-05-2025

Section 3.8 - Exclusion of
ineligible costs

Clarified drone detection costs for public order are
ineligible; those for collision risk/no-fly zone en-
forcement are allowed if transparently allocated.

Clarified apron management costs relate to aero-
drome operations and should be covered by air-
port—not ANS—charges.

4 23-05-2025

Section 3.8 — Principles of
allocation of eligible costs
between services and
charging zones

Clarification of the main principles.

5 23-05-2025

Section 3.8 — Principles for
identifying and allocating
approach costs

New section defining methodologies for the allo-
cation of approach costs between en route and
terminal charging zones.

6 23-05-2025

Section 4.4 — Specific cost
risk sharing principles

Clarified that costs resulting from the non-adop-
tion of expected legal measures do not qualify as
unforeseeable new cost items required by law.

7 23-05-2025

Section 4.5 - Principles

Clarified that the 5% cap on investment cost differ-
ences under Article 28(4)(b) must be applied per
charging zone.

Specified that the chosen approach to comparing
actual and determined costs (annual vs. reference
period) must be applied consistently across all en-
tities within a charging zone.

8 23-05-2025

Section 4.8 - Adjustments

Clarified no fixed threshold for interest rate
changes; Member States/NSAs can define their
own, if transparent and proportionate.

9 23-05-2025

Section 4.9 - Adjustments

Clarified that costs resulting changes in social se-
curity contributions can be considered as unfore-
seeable changes in national taxation law.

10 23-05-2025

Section 4.10 - Principles

Clarified that the costs arising from salary indexa-
tion mechanisms should be included in the deter-
mined costs bases, and that resulting overspend
should not be recovered through the cost risk
sharing mechanism.
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INTRODUCTION

This document is intended to support Member
States, their national supervisory authorities
(NSAs), and air navigation service providers (AN-
SPs) in the implementation of the Single European
Sky (SES) performance and charging scheme as re-
gards the establishment of cost bases for charges
and unit rates for air navigation services in the
fourth reference period (RP4) covering calendar
years 2025-2029.

This document provides guidance material for the
implementation at local level of Article 11 of Reg-
ulation (EC) No 549/2004 laying down the frame-
work for the creation of the Single European Sky
(framework Regulation) and Article 15 of Regula-
tion (EC) 550/2004 on the provision of air naviga-
tion services in the Single European Sky (service
provision Regulation). The detailed requirements
for the performance and charging scheme are set
out in Commission Implementing Regulation (EU)
2019/317 (hereafter referred to as ‘the Imple-
menting Regulation’) laying down a performance
and charging scheme in the Single European Sky.

In particular, this document covers the following
provisions of the Implementing Regulation:

e Chapter V - Financing of air navigation ser-
vices, establishment of charging zones, estab-
lishment of cost bases for charges and trans-
parency;

e Chapter VI - Calculation of unit rates and
charges;

e Annex VIl — Determined and actual costs;

e Annex VIl — Requirements for the calculation
of en route and terminal service units referred
to in Article 25; and

e Annex IX—Unit rates.

Where relevant, reference is also made to Com-
mission Implementing Regulation (EU) 2020/1627
on exceptional measures for the third reference
period (2020-2024) of the Single European Sky
performance and charging scheme due to the
COVID-19 pandemic (referred to as ‘the excep-
tional measures Regulation’), insofar as those le-
gal provisions have an effect on the unit rates
charged during RP4.

This document also refers to other provisions of
SES regulations that are relevant from the per-
spective of the establishment of cost bases for
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charges and unit rates for air navigation services,
and in particular from:

e Regulation (EC) 549/2004 of the European
Parliament and of the Council laying down the
framework for the creation of the Single Euro-
pean Sky (‘the framework Regulation’);

e Regulation (EC) No 550/2004 of the European
Parliament and of the Council on the provision
of air navigation services in the Single Euro-
pean Sky (‘the service provision Regulation’),
which defines the “charging schemes” in its
Chapter llI;

e Commission Implementing Regulation (EU)
2017/373 laying down common requirements
for providers of air traffic management/air
navigation services and other air traffic man-
agement network functions and their over-
sight (‘the common requirements Regula-
tion’);

e Regulation (EU) 2018/1139 of the European
Parliament and of the Council on common
rules in the field of civil aviation and establish-
ing a European Union Aviation Safety Agency
(“the EASA basic Regulation’);

e Commission Implementing Regulation (EU)
No 409/2013 on the definition of common
projects, the establishment of governance
and the identification of incentives supporting
the implementation of the European Air Traf-
fic Management Master Plan (‘the common
projects Regulation’); and

e Commission Implementing Regulation (EU)
2021/116 on the establishment of the Com-
mon Project One supporting the implementa-
tion of the European Air Traffic Management
Master Plan provided for in Regulation (EC)
No 550/2004 of the European Parliament and
of the Council, amending Commission Imple-
menting Regulation (EU) No 409/2013 and re-
pealing Commission Implementing Regulation
(EU) No 716/2014 (‘the CP1 Regulation’).

This document contains both citations from the
legislation as well as some practical guidance ma-
terial on possible ways to comply with the legal re-
quirements. When referring to the legislation, the
wording may not, in each specific instance, exactly
paraphrase the legislation but rather outline the
legal requirements in a summarised or simplified
manner. When expressing advice, this document



uses terminology such as “should”, “are advised
to” and “may”. Only the Court of Justice of the Eu-
ropean Union is competent to authoritatively in-
terpret Union law.

This document is complementary to the guidance
material developed by the Performance Review
Body (PRB) to assist Member States, NSAs and AN-
SPs in the preparation of the draft performance
plans for RP4 under the Implementing Regulation
(Guidance Material for the Development of Draft
RP4 Performance Plans).

Structure of the report

This report is divided into the following sections:

e Section 2 covers the establishment of charg-
ing zones, including the related principles,
consultation and notification requirements;

e Section 3 encompasses the setting of deter-
mined costs and the reporting of actual costs,
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including cost eligibility and transparency re-
quirements;

e Section 4 addresses the rules on unit rate cal-
culation, including the unit rate adjustments
applicable for RP4;

e Section 5 outlines the process, reporting and
consultation requirements for the setting of
unit rates; and

e Section 6 presents the principles and method-
ologies for the calculation of en route and ter-
minal service units and ANS charges.

This document is supported by three Annexes:

e Annex | —Glossary of key terms;

e Annex Il — Reporting tables and additional in-
formation; and

e Annex lll — Template for the notification of
pivot values.
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2.1

11

CHARGING ZONES

This section provides guidance relating to the
charging zones in which charges for en route and
terminal air navigation services are levied.

Establishment of charging zones

The establishment of clearly defined charging
zones is one of the cornerstones of the SES perfor-
mance and charging scheme. Relevant principles
and reporting requirements are outlined in the
section below.

Article 21(1) of the Implementing Regulation

Member States shall, in the airspace under their
responsibility where air navigation services are
provided to airspace users, establish one or more
charging zones for the purposes of incurring en
route charges (“en route charging zone”) and one or
more charging zones for the purposes of incurring
terminal charges (“terminal charging zone”).

Article 21(2) of the Implementing Regulation

Member States shall ensure that the geographical
scope of charging zones is clearly defined. The
charging zones shall be consistent with the
provision of air navigation services, and may include
services provided by an air navigation service
provider established in another Member State in
relation to cross-border airspace.

Principles

12

13

For the purpose of levying air navigation charges,
Member States have to establish charging zones
in the airspace under their responsibility, where
air navigation services are provided to airspace us-
ers. Member States are to establish one or more
charging zones for both en route air navigation
services and terminal air navigation services. Each
charging zone is to have a single cost base and a
single unit rate. The geographical scope of charg-
ing zones should be defined consistently with op-
erational arrangements in place as regards the
provision of ANS.

In accordance with Article 21(4) of the Implement-
ing Regulation, two or several Member States may
jointly decide to establish a charging zone

14

15

16

17
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extending across their airspace. To this end, Mem-
ber States should also agree on the principles and
criteria for the sharing of ANS revenues generated
from the single unit rate.

Similarly, a charging zone may include, where the
Member States concerned jointly so decide, cross-
border airspace where air navigation services
(ANS) are provided in one Member State by an
ANSP based in another Member State (Article
21(2)). Where Member States decide to establish
a cross-border or common charging zone, they
must ensure the consistent and uniform applica-
tion of the charging scheme to the provision of air
navigation services in the airspace concerned. The
cross-border arrangements for the provision of
ANS services between charging zones should be
detailed in the performance plan.

In respect of those cross-border areas where ANS
are provided in one Member State by an ANSP
based in another Member State, it is advised to
establish the charging zone on the basis of the
provision of ANS instead of the Flight Information
Region (FIR) under the responsibility of the Mem-
ber State. Such approach would allow for a better
reflection of the costs and service units for the AN-
SPs concerned, as well as better alignment in re-
spect of financial incentives for capacity.

The Implementing Regulation defines en route
charging zones and terminal charging zones in Ar-
ticles 2(8) and 2(21):

e Anen route charging zone covers the airspace
from the ground up to (and including) upper
airspace; and

e Aterminal charging zone covers the provision
of terminal services at one airport or at a
group of airports.

For terminal charging zones, in accordance with
Article 1(3) of the Implementing Regulation, air-
ports with fewer than 80,000 instrument flight
rules (IFR) air transport movements per year are
exempted from the Regulation, unless the Mem-
ber State concerned expressly decides to apply
the Regulation in respect of some, or all, of these
airports as set out in article 1(4).?

1 The sum of take-offs and landings performed under IFR, calculated as the yearly average over the three calendar years preceding the year of
submission of the draft performance plan (average 2021-2023 for RP4), as defined in Article 2(10) of the Implementing Regulation).



18

19

20

Consequently, where a Member State has no air-
port with a minimum of 80,000 IFR movements
and does not opt for the voluntary application of
the performance and charging scheme based on
Article 1(4), this entails that the Member State
concerned will have no terminal charging zone
within the meaning of the Implementing Regula-
tion.

Some airports which were meeting the 80,000 IFR
movements threshold for RP3 may have fallen be-
low the threshold for RP4 calculated on the 2021-
2023 average due to the significant traffic reduc-
tion resulting from the COVID-19 pandemic and
the ongoing Russia’s war of aggression against
Ukraine. On account of these exceptional circum-
stances and in order to ensure stability in the re-
porting of terminal services, NSAs should aim to
retain these airports within the scope of the per-
formance plans for RP4 through the application of
Article 1(4) of the Implementing Regulation.

According to point (e) of Article 15(2) of the ser-
vice provision Regulation, cross-subsidies be-
tween en route and terminal air navigation ser-
vices are not allowed. Cross-financing is only al-
lowed between en route charging zones or be-
tween terminal charging zones (only “when justi-
fied for objective reasons” and “subject to clear
identification”), not between the two types of
charging zones.

Consultation

21

22

According to the second subparagraph of Article
21(1) of the Implementing Regulation, Member
States must consult the airspace users’ represent-
atives prior to establishing or amending either an
en route or a terminal charging zone.

The consulted stakeholders may include (but are
not limited to) airline associations, individual air-
lines, military airspace users, representatives of
general aviation, and representatives of business
aviation. It is advised that complete information is
provided to stakeholders no later than three
weeks before the consultation.

Notification

23

In accordance with the third subparagraph of Ar-
ticle 21(1) of the Implementing Regulation, Mem-
ber States must establish en route and terminal
charging zones at the latest seven months before
the start of each reference period and notify the

24
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Commission and, where applicable, the Central
Route Charges Office of Eurocontrol (hereafter
the CRCO) accordingly.

This information should also be communicated to
Eurocontrol STATFOR for any implications on the
traffic forecast for the charging zones concerned.

Details on the charging zones in the performance plan

25

26

Member States shall specify the en route and ter-
minal charging zones that are comprised in the
scope of the draft performance plans in accord-
ance with Article 21(1) of the Implementing Regu-
lation, including the list of airports subject to the
Regulation for each terminal charging zone, in ac-
cordance with items 1.1 and 1.4 of Annex Il and
the cross-border arrangements for the provision
of ANS services between charging zones as per
item 4.1 of Annex Il.

In addition, Member States are required to pro-
vide the description and rationale for the estab-
lishment of the different charging zones, in partic-
ular with regard to terminal charging zones and
potential cross-subsidies between charging zones,
in accordance with point 4(a) of Annex IX of the
Implementing Regulation. If such cross-financing
is applied, a clear identification of the arrange-
ments concerned and justifications stating objec-
tive reasons need to be provided. The reporting
tables and additional information from Annex IX of
the Implementing Regulation form an integral part
of the performance plan as Annexes A (for en
route charging zones) and B (for terminal charging
zones) in accordance with Article 24(2) of the Im-
plementing Regulation. These are also to be up-
dated annually in the context of unit rate setting
in accordance with Article 29(2).
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29

Modification of charging zones during the
reference period

Article 21(5) of the Implementing Regulation

Member States may modify or establish a new
terminal charging zone during a reference period,
provided that they:

(a) consult the airspace users' representatives and
air navigation service providers concerned prior
to the modification;

(b) notify, without undue delay, the Commission
and the CRCO of Eurocontrol of the modifica-
tion;

(c) provide the Commission, without undue delay,
with all of the following:

(i) the relevant cost and traffic data adequately
reflecting the situation before and after the
modlification;

(ii) the comments of airspace users' representa-
tives and air navigation service providers
consulted in accordance with point (a);

(iii) an assessment of the expected impact of the
modification on the achievement of the na-
tional performance targets or FAB perfor-
mance targets in the key performance area
of cost-efficiency and on performance moni-
toring;

(iv)an update of the performance plan with the
relevant data.

Article 21(6) of the Implementing Regulation

Member States shall not modify an en route
charging zone during a reference period.

In accordance with Article 21(6) of the Implement-
ing Regulation, Member States shall not modify an
en route charging zone during a reference period.

In accordance with Article 21(5), Member States
may however modify or establish a new terminal
charging zone during a reference period in specific
circumstances. This may be necessary in the case
that operational conditions in a terminal charging
zone are significantly changed (e.g. the introduc-
tion of a new airport) or in cases where the re-
sponsibility for ANS provision is handed over to a
different entity.

This section outlines the principles and the re-
guirements that need to be fulfilled in order to es-
tablish or modify terminal charging zones under
the SES performance and charging scheme during
a reference period.

30
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If a terminal charging zone is to be modified dur-
ing the reference period, the following conditions
of Article 21(5) of the Implementing Regulation
must be met.

Consultation

31

The consulted airspace user representatives may
include (but not be limited to) airline associations,
individual airlines, military airspace users, repre-
sentatives of general aviation, and representa-
tives of business aviation. ANSPs providing aero-
drome and approach services within that specific
terminal charging zone should also be informed of
and consulted on the intended modification.

Notification

32

The modification or establishment of a new termi-
nal charging zone during the reference period
could possibly impact the allocation of deter-
mined costs between charging zones and/or be-
tween the ANSPs concerned. This could impact
the unit rate of charging zones, and therefore the
calculation of charges that are billed and col-
lected.

Provision of information

33

Member States are required to provide without
undue delay, all of the following:

e The relevant cost and traffic data adequately
reflecting the situation before and after the
modification. The latest cost and traffic data
for before and after the modification must be
provided. Costs must be detailed by nature,
and by service, in nominal terms and in real
terms (in line with reporting table require-
ments set out in Annex VII);

e The comments of airspace users’ representa-
tives and air navigation service providers con-
sulted. To ensure transparency, it is advised
that NSAs establish a summary record of dis-
cussion of each formal consultation meeting.
The description of the outcome of the stake-
holder consultation should be published and
communicated to the stakeholders involved,
as well as to the Commission. It is advised that
NSAs also register all detailed stakeholder
views in a comment log. This comment log
may be subsequently attached as a support-
ing document together with the notification
of change;



An assessment of the expected impact of the
modification on the achievement of the per-
formance targets in the key performance area
of cost-efficiency and on performance moni-
toring. The modification or establishment of a
new terminal charging zone during the refer-
ence period could possibly impact the alloca-
tion of determined costs between charging
zones and/or between the ANSPs concerned.
Accordingly, it could result in a revision of lo-
cal performance targets in the key perfor-
mance area of cost-efficiency, in which case
the procedure for revision of performance
plans and targets set out in Article 18 of the
Implementing Regulation will apply. There-
fore, both a quantitative and qualitative im-
pact assessment of the charging zone modifi-
cation should be provided to the Commission
without delay; and

An update of the performance plan with the
relevant data. The relevant cost and traffic
data reflecting the situation after the modifi-
cation (as requested in the first point above)
should be used to update the performance
plan. This data should be used to re-calculate
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the unit rates per charging zone under the
ANSP’s area of responsibility, in accordance
with reporting tables on unit rate calculation
in Annex IX.

34 The update of the performance plan within the

35

meaning of point (iv) of Article 21(5)(c) of the Im-
plementing Regulation may require a revision of
the relevant local performance targets in the key
performance area of cost-efficiency. Where this is
the case, the Member State concerned is advised
to submit a request for revision in accordance
with point (ii) of Article 18(1)(a) of the Implement-
ing Regulation, subject to adequate justification
that the terminal charging zone modification ef-
fectively leads to a significant and lasting change
in the initial data, assumptions and rationales un-
derpinning the performance plan and that this
change cannot be sufficiently mitigated by other
means than the revision of one or several local
cost-efficiency targets.

The Commission will subsequently assess the pro-
posed revision of local performance targets in ac-
cordance with Article 18(1)(b) and Annex IV.
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3.1
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COST BASES FOR CHARGES

This section presents guidance for the establish-
ment of cost bases for ANS charges, and outlines
the requirements relating to the eligibility, identi-
fication, allocation and disclosure of costs under
the SES performance and charging scheme.

Determined costs

This section outlines the requirements relating to
the determined costs to be charged to airspace
users under the SES performance and charging
scheme.

Article 22(1) of the Implementing Regulation, first
subparagraph

The cost base for en route and terminal charges
shall consist of the determined costs related to the
provision of air navigation services in the charging
zone concerned.

Article 22(2) of the Implementing Regulation

Without prejudice to Article 18, the determined
costs included in the cost bases for en route and
terminal charges shall be set prior to the start of
each reference period as part of the performance
plan in real terms and specified for each calendar
year of that period in real terms and in nominal
terms, with the exception of the determined costs
referred to in the third subparagraph of paragraph
1 and the determined costs referred to in points (c)
and (d) of paragraph 4, which shall be set in nominal
terms where historical cost accounting is applied.

Article 22(3) of the Implementing Regulation

Determined costs included in the cost bases for en
route and terminal charges shall be calculated in
national currency. Where a common charging zone
with a single unit rate has been established, the
Member States concerned shall ensure conversion
of determined costs into a single currency, which
may be the euro or another national currency of one
of the Member States concerned to ensure a
transparent calculation of the single unit rate in
application of Article 25(4).

Principles

38

The determined cost is a concept introduced in Ar-
ticle 15(2) of the service provision Regulation,

39

40

41

42

43

44

45
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which is used to establish, as part of the perfor-
mance plan, a fixed cost base for charges for each
reference period.

In accordance with Article 22 of the Implementing
Regulation, the cost bases for en route and termi-
nal charges consist of the determined costs for
ANS established as part of the performance plan
for each charging zone concerned. The deter-
mined costs are to be specified for each year of
the period, in national currency, and in real and
nominal terms.

The transparency of the determined costs is en-
sured by filling out and communicating to airspace
users the reporting tables contained in Annex VI
of the Implementing Regulation, i.e. “Table 1 on
Total Costs and Unit Costs”.

Based on Article 1(2) of the Implementing Regula-
tion, the determined costs deemed eligible are
those planned for the provision of air navigation
services to general air traffic (GAT).2

Member States must establish the cost bases and
unit rates in a transparent manner and the NSAs
have to verify, in respect of each charging zone,
that the cost bases comply with the SES require-
ments laid out in the service provision Regulation
and the Implementing Regulation.

The determined costs have to be allocated in a
transparent way to the charging zone(s) con-
cerned and have to be broken down by nature and
by service and by entity for each charging zone.

The determined costs are established separately
for each charging zone and are set as part of per-
formance plans, in conjunction with the local cost-
efficiency performance targets for en route and
terminal air navigation services.

In accordance with Article 10(2)(b) and point 4.1
of section 2 of Annex | of the Implementing Regu-
lation, the local en route and terminal cost-effi-
ciency targets are expressed as the determined
unit cost (DUC) for air navigation services, which
represents the ratio between the determined
costs in real terms and the forecast traffic ex-
pressed in service units at charging zone level and

2 General air traffic is defined in Article 2(26) of Regulation (EC) No 549/2004 as all movements of civil aircraft, as well as all movements of
State aircraft (including military, customs and police aircraft) when these movements are carried out in conformity with the procedures of the
ICAO.
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for each calendar year of the reference period
concerned.

Subject to conditions, Article 18(1) of the Imple-
menting Regulation provides the possibility for
Member States to request a revision of their per-
formance plans during the reference period, in-
cluding a possible revision of local cost-efficiency
targets and hence of determined costs.

Real and nominal terms

47

48

In application of Article 22(2) of the Implementing
Regulation, the determined costs in real terms re-
flect the combination of the two components be-
low:

e Determined costs which are set in nominal
terms and further converted into real terms
using the “forecast inflation index” as defined
in Article 2(11) of the Implementing Regula-
tion. This concerns the ANSP’s operating costs
(staff, other operating costs and exceptional
items, as well as the costs for exempted VFR
flights); and

e Determined costs which are set in nominal
terms only and which are not corrected for in-
flation. This concerns the ANSP’s depreciation
costs and cost of capital set according to his-
torical cost accounting, as referred to in
points (c) and (d) of Article 22(4), and the
costs relating to NSAs, qualified entities and
Eurocontrol, referred to in the third subpara-
graph of Article 22(1).

According to Article 2(11) of the Implementing
Regulation, the “forecast inflation index” is calcu-
lated using as a basis the third year before the
start of a reference period (i.e. base 100 in 2017
for RP3, base 100 in 2022 for RP4) and computed
by using the latest available inflation forecast of
average Consumer Price Index percentage change
published by the International Monetary Fund for
the Member State concerned at the time of draft-
ing the performance plan.

National currency

49

In accordance with Article 22(3) of the Implement-
ing Regulation, the determined costs have to be
calculated in national currency, except in cases
where a common charging zone has been estab-
lished by Member States having different national
currencies. In this case, the Member States con-
cerned are to choose a single currency, which may
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be the euro or another national currency of one of
the Member States concerned and have to ensure
the conversion of determined costs into that cur-
rency for a transparent calculation of the single
unit rate in application of Article 25.

Details on the determined costs in the performance
plan and the reporting tables

50

51

52

In accordance with items 3.3 (a) and (f) of Annex
I, the determined costs have to be set in the per-
formance plan for each year of the reference pe-
riod, as well as the inflation assumptions and re-
sulting indexes.

These have also to be presented in the reporting
tables, as set out in Annex VII. These reporting ta-
bles form an integral part of the performance plan
as Annexes A (for en route charging zones) and B
(for terminal charging zones) in accordance with
Article 24(2) of the Implementing Regulation.

In addition, for each entity, the NSAs need to de-
scribe the composition of each item of the deter-
mined costs, the methodology applied to allocate
them to the charging zone concerned and the
main factors explaining the planned variations
over the reference period. The details pertaining
to each cost item are detailed in the sub-sections
below.

3.2 Actual costs

53

This section outlines the requirements as regards
costs which are actually incurred in a calendar
year for the provision of ANS (“actual costs”).

Article 2(1) of the Implementing Regulation

“Actual cost” means a cost actually incurred in a
calendar year for the provision of air navi-gation
services which are subject to certified accounts or,
in the absence of such certified accounts, subject to
a final audit;

Article 23 of the Implementing Regulation

The provisions of Article 22 shall apply mutatis
mutandis to the establishment of actual costs.

Principles

54

The Implementing Regulation defines “actual
costs” under Article 2(1) in reference to the costs
which have been validated through a certification
of account or (in absence of this) through a final
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audit. Similarly to determined costs, actuals costs
are reported over a calendar year.

In accordance with Article 23, the rules contained
in Article 22 regarding the eligibility, composition
and allocation of the determined costs are also ap-
plicable, mutatis mutandis, to the establishment
of the actual costs. The NSA should therefore en-
sure that the reported actual and determined
costs are presented consistently according to the
same breakdown per entity, nature and service in
order to ensure consistency and transparency. All
reported actual costs have to be eligible under the
SES performance and charging scheme, within the
meaning of Article 15(2) of the service provision
Regulation and Article 22 of the Implementing
Regulation.

Details on the actual costs in the NSA monitoring re-
port and in the reporting tables

56

57

58

59

NSAs are required to report annually their actual
costs alongside the determined costs in their
monitoring report, as well as in the reporting ta-
bles, as set out in Annex VIl of the Implementing
Regulation. In addition, they have to provide, for
each entity and for each cost item, a description
of the reported actual costs and the difference be-
tween those costs and the determined cost as laid
out in point 2.2 of Annex VIl of the Implementing
Regulation.

The reporting tables form an integral part of the
monitoring report and the reporting of actual
costs is subject to consultation with stakeholders
in accordance with Article 24(3) of the Implement-
ing Regulation.

The accurate and comprehensive reporting of ac-
tual costs is essential for the transparent and ef-
fective implementation of the cost risk sharing
mechanism defined in Article 28 of the Imple-
menting Regulation, including as regards the spe-
cific cost risk sharing arrangements applicable to
the cost categories referred to in Article 28(3). It
should be noted that in the context of perfor-
mance target setting, actual costs of the preced-
ing reference period are used for the calculation,
as part of performance plans, of the baseline val-
ues referred to in Article 10(2)(a) of the Imple-
menting Regulation.

The reporting of actual inflation in line with the ac-
tual inflation rate published by the Commission in
the Eurostat Harmonised Index of Consumer Price
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for the Member State concerned in April of year
n+1, as defined in Article 2(12) is key for the cal-
culation of the inflation adjustments to the unit
rates in in accordance with Article 26.

3.3 Costs by entities

60

61

62

63

This section presents the types of entities incur-
ring eligible costs to be recovered through user
charges under the charging scheme for air naviga-
tion services as specified in point (b) of Article
15(2) of the service provision Regulation.

The determined costs recovered through user
charges under the charging scheme for air naviga-
tion services are primarily those of the ANSPs.

ANSPs are defined as per Article 2(5) of the frame-
work Regulation, i.e. any public or private entity
providing air navigation services for general air
traffic. They include:

e Certified ANSPs providing air navigation ser-
vices for general air traffic where Member
States are responsible for the provision of air
navigation services, as per points 2(a) and 5(a)
of Article 1 of the Implementing Regulation;
and

e ANSPs having the permission to provide air
navigation services without certification, in
accordance with Article 7(5) of the service
provision Regulation, as laid out in point 5(b)
of Article 1 of the Implementing Regulation.
This concerns ANSPs offering ANS primarily to
aircraft movements other than GAT, on the
condition that the Member State concerned
has informed the Commission of the decision
to include such an ANSP and that the duration
of this decision corresponds to the duration of
a reference period.

As specified in the third subparagraph of Article
22(1) of the Implementing Regulation, Member
States may decide to include in the cost base the
determined costs incurred in relation to the provi-
sion of air navigation services by competent au-
thorities and qualified entities, as well as deter-
mined costs stemming from the Eurocontrol Inter-
national Convention relating to cooperation for
the safety of air navigation of 13" December 1960
as last amended.



Costs of ANSPs

64

65

66

67

The determined costs eligible for the ANSPs are
defined in point (b) of Article 15(2) of the service
provision Regulation as those assessed in relation
to the facilities and services provided for and im-
plemented under the International Civil Aviation
Organization (ICAO) Regional Air Navigation Plan,
European Region.

The ICAO Regional Air Navigation Plan contains re-
guirements related to the facilities and services to
be implemented by States in accordance with re-
gional air navigation agreements to form with
those of other States an integrated system ade-
quate for the foreseeable future. The require-
ments relate to the following services: Air Traffic
Management, Communication, Navigation, Sur-
veillance, Search and Rescue, Aeronautical Infor-
mation and Meteorological services. More details
are provided in sub-section 3.5 below relating to
the costs by service.

In accordance with Article 12(1) and (2) of the ser-
vice provision Regulation, ANSPs have to draw up,
submit to independent audit and publish financial
accounts compliant with the international ac-
counting standards adopted by the European Un-
ion. Where, owing to the legal status of the ANSP,
full compliance with the international accounting
standards is not possible, the ANSP is to achieve
such compliance to the maximum possible extent.
Article 12(3) of the same Regulation requires that
ANSPs providing a bundle of services identify and
disclose the costs and income deriving from air
navigation services, broken down in accordance
with the charging scheme and, where appropri-
ate, keep consolidated accounts for other, non-air
navigation services, as they would be required to
do if the services in question were provided by
separate undertakings. Hence, the regulated costs
(i.e. costs for the purpose of the implementation
of the SES performance and charging scheme)
must be clearly separated from the costs incurred
for “non-regulated” services which have to be ex-
cluded from the ANSP’s cost-base.

Although the ANSPs’ cost bases are derived from
their statutory accounts drawn up in compliance
with International Financial Reporting Standards
(IFRS) rules, they have to be established based on
the specific requirements set out in Article 15 of
the service provision Regulation and Articles 22,
23 and 24 of the Implementing Regulation. Those
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requirements, which apply inter alia to the eligibil-
ity of costs chargeable to users and to the alloca-
tion of those costs between en route and terminal
services may differ from the general accounting
obligations stemming from the application of IFRS.

In particular, the determined costs included in the
ANS cost bases in respect of a given year are to
reflect the eligible costs planned to be incurred for
the air navigation services provided during that
year. However, with the exception of pension
costs, accounting provisions for long-term liabili-
ties or one-off events are not eligible as such as
part of the determined costs. More details are
provided in sub-section 3.4 relating to the costs by
nature.

Similarly, the determined and actual costs relating
to fixed assets (when historical cost-accounting is
applied) should be based on the historical value of
the assets and should not reflect any re-evaluation
of assets although this may be allowed or required
under IFRS. More details are provided in sub-sec-
tion 3.4 relating to the costs by nature.

Costs of NSAs

70

71

As specified above, Member States may decide to
include in the cost base the determined costs in-
curred by competent authorities and qualified en-
tities in relation to the provision of air navigation
services, as well as the Eurocontrol costs.

The terms “competent authority” and “qualified
entity” should be understood as defined in the
EASA basic Regulation and in the common re-
quirements Regulation:

e Point 11 of Article 3 of EASA basic Regulation
defines “qualified entity” as an accredited le-
gal or natural person which may be charged
with certain certification or oversight tasks
under that Regulation by and under the con-
trol and the responsibility of EASA or a na-
tional competent authority;

e Point 34 of Article 3 of EASA basic Regulation
defines “national competent authority” as
one or more entities designated by a Member
State and having the necessary powers and al-
located responsibilities for performing the
tasks related to certification, oversight and
enforcement in accordance with that Regula-
tion and with the delegated and implement-
ing acts adopted on the basis thereof, and
with the framework Regulation; and



72

e Article 4(1) of the common requirements Reg-
ulation states that the competent authority
shall be the national supervisory authority re-
ferred to in Article 4 of the framework Regu-
lation, unless the EASA is the competent au-
thority. For the purpose of this document, the
competent authorities and qualified entities
are referred to as the NSAs.

The determined and actual costs eligible for the
NSAs relate to supervision costs and other State
costs, including Eurocontrol costs. More details
are provided in sub-section 3.5 relating to the
costs by service.

Details on the costs per entity in the performance plan
and in the reporting tables

73

74

75

As required in points 1.1 and 1.2 of Annex VIl to
the Implementing Regulation, determined costs
are to be detailed at charging zone level for each
entity within the scope of the performance plan,
in respect of each calendar year of the reference
period.

In order to comply with this requirement, Mem-
ber States shall ensure that the reporting tables of
Annex VIl are filled out separately for each entity
subject to the performance plan and incurring de-
termined costs in the charging zone concerned.
Consolidated figures, aggregating the data for all
relevant entities, are also required for each charg-
ing zone.

Reporting tables have to be filled in by:

e Each ANSP separately (including providers of
ATS, CNS, MET, and AIS) which operates in the
charging zone. However, in accordance with
Article 10(1) of the service provision Regula-
tion, ANSPs may avail themselves of the ser-
vices of other ANSPs that have been certified
in the European Union. In such case, the eligi-
ble costs of the contracted ANSP will be pre-
sented as other operating costs within the re-
porting tables of the contracting ANSP; and

e The NSA(s) and/or qualified entity(ies) which
incur eligible costs in relation to the charging
zone concerned. A single reporting table, cov-
ering supervision costs and other State costs,
may be filled in respect of all costs relating to
the third subparagraph of Article 22(1) of the
Implementing Regulation.

76

77

78
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In respect of the provision of search and rescue
services (SAR), the classification of the entity as an
ANSP, as a sub-contracted ANSP or as an NSA de-
pends on the legal arrangements governing the
entity. These legal arrangements should be de-
scribed and justified in the performance plan.

Furthermore, it is important to note that point
2.1(f) of Annex VIl requires Member States to de-
scribe, for each entity, the composition of each
item of the determined costs by nature (sub-sec-
tion3.4) and by service (sub-section 3.5) in their
performance plans.

In respect of the annual monitoring, NSAs are re-
quired to report the actual costs for each entity in
the reporting tables, as set out in Annex VIl of the
Implementing Regulation. In addition, they have
to provide, for each entity and for each cost item,
a description of the reported actual costs and the
differences with the determined cost as laid out in
point 2.2 of Annex VII.

3.4 Costs by nature

79

80

81

This section outlines how ANS costs should be bro-
ken down by nature as part of the cost bases for
charges established under the SES performance
and charging scheme and which cost elements are
eligible subject to proper allocation.

In accordance with Article 22(4) of the Implement-
ing Regulation, determined costs for each charg-
ing zone shall be broken down by nature into the
following cost categories:

e  Staff costs;

e QOperating costs other than staff costs (re-
ferred to as “other operating costs”);

e Depreciation costs;

e Cost of capital; and

e Exceptional items.

Staff costs and other operating costs are for the
purpose of this document together referred to as
“operating costs”.
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Depreciation and cost of capital are for the pur-
pose of this document together referred to as “in-

vestment costs” .2

Exceptional costs items may relate to either oper-
ating costs or investment costs. Such items consist
of non-recurring costs relating to the provision of
air navigation services, including any non-recover-
able taxes and customs duties. This cost category
is not presented in detail here as the inclusion of
costs within this category is always based on spe-
cific local considerations and an ad hoc examina-
tion by the NSA.

Treatment of operating costs

84

85

The determined operating costs included in the
ANS cost bases in respect of a given year should
reflect the costs planned to be incurred in relation
to the provision of air navigation services during
that year. This entails that, generally speaking, ac-
counting provisions established by ANSPs for the
purpose of their statutory accounts (for example,
in order to cover long-term liabilities or one-off
events), are not eligible to be charged to users as
such as part of the determined costs, with the ex-
ception of accounting provisions related to pen-
sion costs (further explained below in the section
on “staff costs”).

Examples of accounting provisions which are not
eligible as such in the determined costs are:

e Long term employee benefits (other than
pension costs for retirement and early retire-
ment schemes): for such items, the deter-
mined amounts eligible in respect of a certain
year are the related amounts planned to be
settled during that year. Pre-existing schemes
for which provisions have already been
charged to users prior to RP4 may only con-
tinue to be accrued during a transitional pe-
riod necessary for the phasing out of such pro-
visions from the cost bases, in full transpar-
ency through the performance plan;

e Unrecovered air navigation charges: for these,
the actual write-offs of unrecovered ANS
charges deriving from the preceding refer-
ence period(s) may be included in the deter-
mined costs under the other operating cost
category, provided that the NSA deems the
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debt to be clearly and definitively impaired
and that the amounts were not charged to air-
space users in previous reference period(s);
and

e Potential liabilities of uncertain timing and
amount stemming from court cases: when el-
igible, these may be recovered through
charges only through the cost risk sharing
mechanism, provided that such liabilities have
actually materialised as costs for the ANSP on
the basis of a final court ruling. Such costs can
in such case be recorded as actual costs for
the calendar year concerned (i.e. year of the
final ruling) and subsequently charged to us-
ers pursuant Article 28(3)(e) and (6) of Com-
mission  Implementing Regulation (EU)
2019/317 concerning “unforeseeable new
cost items not covered in the performance
plan but required by law”.

In summary, only exceptionally could long-term
accounting provisions for future liabilities accrued
year-on-year or in relation to one-off events (as al-
lowed or required under IFRS) be included in the
determined cost bases for RP4. These cases
should be duly justified in the performance plan
and consulted with airspace users.

It is also understood that, in some cases, ANSPs
have included in their cost bases charged to air-
space users prior to RP4 amounts in respect of
provisions or contingencies which have not yet
been settled. The relevant NSA should provide full
justification and transparency on these amounts
in the RP4 performance plan, whether changes in
these provisions are considered in the RP4 deter-
mined costs or not.

Staff costs

88

In accordance with the second subparagraph of
Article 22(4), staff costs attributed to the ANS cost
bases include in particular the following elements:

e Gross remuneration of employees;

e QOvertime payments;

e Employers’ contributions to social security
schemes;

e Employer contribution to pensions (“pension
costs”); and

3Not to be confused with the costs of “new and existing investments”, which, in addition to investment costs relating to fixed assets also
includes the cost of leasing of fixed assets, which is to be presented as operating cost.
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e Costs of other benefits awarded to employ-
ees.

As far as pension costs are concerned (retirement
and early retirement schemes), Article 22(4) spec-
ifies that these shall be calculated using prudent
assumptions based on the applicable pension
scheme and the relevant national legislation. The
amounts eligible in the ANS cost bases depend on
the type of pension schemes in place:

e For State pension schemes and defined con-
tributions schemes, the amounts qualifying as
determined and actual costs are the contribu-
tions (planned to be) paid annually to the
scheme; and

e For defined benefits schemes, the eligible
amounts consist of the annual past and cur-
rent service costs relating to the scheme, as
well as the net interest costs on the defined
benefit liabilities/assets.

Pension costs are to be identified separately in the
reporting tables as a subset of staff costs. When
interest costs on the pension liabilities/assets are
included in the cost-base, these should also be re-
flected in the staff costs and the pension costs en-
tries in the reporting tables (and not as part of the
cost of capital).

The assumptions underlying the calculation of
pension costs are to be detailed in the perfor-
mance plan, in accordance with Article 22(4) and
point 3(3)(f) of Annex Il. The determined pension
costs and assumptions underlying their calcula-
tion are subject to review by the Commission in
the context of the assessment of the local draft
performance plans as indicated in point 2.1(d)(v)
of Annex IV.

Pursuant to Article 28(3)(c) and Article 28(6) of the
Implementing Regulation, unforeseen and signifi-
cant changes in pension costs during the refer-
ence period are exempt from the general cost risk
sharing rule set out in Article 28(2), where this re-
sults from changes in national pensions law, pen-
sions accounting law or unforeseeable changes in
financial market conditions (sub-section 4.7).

As far as long-term staff benefits (other than pen-
sion costs for retirement and early retirement
schemes) are concerned, as explained above, pro-
visions accrued year-on-year are not eligible as
such as part of the ANS cost bases. For such costs,
the amounts eligible for a certain year are those
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(planned to be) settled during that year (and not
those accrued in respect of that year).

Other operating costs

94

95
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According to the third subparagraph of Article
22(4), operating costs (other than staff) cover the
costs incurred for the purchase of goods and ser-
vices used to provide air navigation services, in
particular outsourced services, material, energy,
utilities, rental of buildings, equipment and facili-
ties, maintenance, insurance costs and travel ex-
penses.

The eligible other operating costs amounts in-
clude non-recoverable taxes (VAT) and should be
established net of ancillary revenues.

Other examples of other operating costs comprise
(but are not limited to) the following elements:

e Rental costs for land transmission lines;

e Rental costs of land, buildings and other facil-
ities including taxes and other charges, where
applicable;

e Cost in respect of the leasing of fixed assets;

e Costs of utilities including water, heating and
all energy supplies;

e Rental costs for communication lines;

e Repairs and maintenance costs, excluding in-
ternal staff costs, but including non-capital-
ised equipment, e.g. spare parts or other
small expensed items;

e Operating costs of other operational and
technical support facilities, including adminis-
trative support, legal, consultancy and audit;

e Costs of application software unless consid-
ered as an investment;

e Bank charges and commissions, and exchange
rate differences arising from the provision of
air traffic management (ATM) services; and

e Write-offs of air navigation charges in respect
of the preceding reference period(s), pro-
vided that such amounts are deemed to be
clearly and definitively unrecoverable based
on objective reasons.

Article 15(2)(b) of the service provision regulation
expressly forbids the inclusion, as part of cost ba-
ses for ANS charges, of any costs resulting from
penalties imposed by Member States pursuant to
Article 9 of the framework Regulation. Similarly,
Member States are not allowed to include as part
of those cost bases any costs deriving from



corrective measures imposed by Member States
pursuant to Article 11 of the framework Regula-
tion.

Details on operating costs in the performance plan and
the reporting tables

98
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On the basis of point 2(1)(f) of Annex VIl of the Im-
plementing Regulation, the elements included in
the staff costs and in the other operating costs
should be detailed separately in the performance
plan and this for each entity.

The definition of the different elements should re-
flect the “building blocks” stemming from the (an-
alytical) accounting of each ANSP concerned
which are used to establish the determined costs
for the reference period. These are linked to the
elements recorded as expenses relating to staff
and other operating costs in the annual accounts.

NSA(s) are to separately disclose any amount ac-
crued in relation to accounting provisions in-
cluded in total staff, other operating and excep-
tional costs items and provide a description of
each item, the rationale for including such
amounts, as well as the latest available value for
the accrued provision and the amounts planned
for each year of RP4.

The performance plan also has to lay down the
main factors explaining the planned variations
over the reference period and the assumptions
used to set the determined costs for each year of
the reference period.

In respect of pension costs, the performance plan
has to include, in accordance with point 3.3 (f) of
Annex I, the description and justification of the
assumptions underlying the calculation of pension
costs comprised in the determined costs, includ-
ing a description on the relevant national pension
regulations and pension accounting regulations
on which those assumptions are based, as well as
information whether changes of those regulations
are to be expected. This information is subject to
review as part of the assessment of the cost-effi-
ciency targets and is key for the proper application
of Article 28(3) and (4), which governs the unfore-
seen and significant changes in pension costs es-
tablished in accordance with Article 22(4) (sub-
section 4.7).

During the reference period, the actual operating
costs are to be presented annually in the reporting
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tables of Annex VII of the Implementing Regula-
tion for each entity, as well as:

e Adescription of the reported actual costs and
the difference between those costs and the
determined costs, as per point 2.2 (a) of An-
nex VIl; and

e Any changes to assumptions underlying the
calculation of pension costs, as per the last
paragraph of point 2.1 of Annex VII.

Investment costs
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105

106

107

108

Investment costs correspond to the depreciation
and cost of capital for each year of the reference
period, based on the assets used for the provision
of air navigation services allocated to the charging
zone concerned.

Fixed assets should be understood as comprising
the tangible and intangible assets that are perma-
nent in nature and effectively held by the air nav-
igation service provider concerned. Tangible fixed
assets have a physical form and include (but are
not limited to) buildings and equipment. Intangi-
ble fixed assets, on the other hand, do not have
physical substance and include in particular soft-
ware, goodwill, and intellectual property rights.
ANSPs typically hold intangible assets such as soft-
ware systems which can be purchased or devel-
oped internally.

For the purpose of calculating investments costs
eligible for each charging zone for the existing in-
vestments, ANSPs have to maintain an inventory
of their fixed assets used for the provision of ANS,
containing all the necessary information for each
individual asset (date of purchase, purchase
price/costs, asset category, date of entry in oper-
ation, depreciation period, method, location and
allocation to the types of services provided). This
inventory of assets should provide the link with
the balance sheet of the financial accounts.

For the purpose of calculating and allocating the
costs of new investments (to be) included in the
performance plan, the inventory of assets has to
be complemented by the ANSP’s investment plan
containing the investments in fixed assets planned
to be realised during the reference period and be-
yond.

As per Articles 22(1) and 23 of the Implementing
Regulation, the costs for the purposes of investing
in new ATM systems and major overhauls of
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existing ATM systems can only be included in the
cost base if they are consistent with the imple-
mentation of the European ATM Master Plan and
Single European Sky ATM Research (SESAR) com-
mon projects.

According to the seventh subparagraph of Article
22(4), costs from the leasing of fixed assets shall
not be included in the calculation of depreciation
and cost of capital, but reported under other op-
erating costs and shall not generate any deprecia-
tion costs and cost of capital.

For the purposes of Article 28(3) and (4), depreci-
ation and cost of capital are also to be expressly
specified in respect of new and existing invest-
ments (sub-section 4.5).

Depreciation costs
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According to the fourth subparagraph of Article
22(4) of the Implementing Regulation, deprecia-
tion costs relate to the total fixed assets in opera-
tion for the purpose of providing air navigation
services, with the exception of leased assets.
These fixed assets are those recorded in the inven-
tory of assets and in the investment plan, as de-
scribed above.

Land is to be considered part of fixed assets but
no depreciation shall be calculated for it.

In accordance with point (c) of Article 22(4), the
value of the fixed assets shall be depreciated in ac-
cordance with their expected operating life, using
the straight-line method applied to the costs of
the assets being depreciated. The straight-line
method entails that the total value of the asset is
divided linearly by the expected lifetime of the as-
set (expressed as a number of years). This leads to
a constant amount to be charged annually as part
of the cost base during the defined lifetime of the
asset.

Any assets in operation beyond the defined depre-
ciation period shall be regarded as fully depreci-
ated. Thus, such assets are not anymore part of
the asset base within the meaning of Article 22(4)
of the Implementing Regulation and no further
depreciation costs shall be charged in respect of
those assets.

The depreciation of the fixed assets used for the
calculation of the cost of capital for a given ANSP,
may be calculated either by applying historical
cost accounting or current cost accounting:
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e Where historical cost accounting is applied,
the value of an asset for depreciation pur-
poses is defined based on its “historical
value”, which should be construed as the orig-
inal cost of the asset at the time of its acquisi-
tion by the air navigation service provider. The
cost of any subsequent upgrade may either be
added to the residual historical cost of the as-
set or, especially where the upgrade leads to
an extended operating life of the asset, may
be separately depreciated. When applying the
historical method, the actual value of the fixed
assets included in the asset base is not re-
evaluated during the lifetime of the assets and
thus any changes in the actual value have no
effect on the depreciation costs and cost of
capital charged to users. and

e Where current cost accounting is applied, the
actual value of the fixed assets included in the
asset base is re-evaluated during the lifetime
of the assets and thus any changes in the ac-
tual value impact the depreciation costs and
cost of capital charged to users.

116 The methodology used to calculate depreciation

costs cannot be altered during the duration of the
depreciation and must be consistent with the cost
of capital applied, namely nominal cost of capital
for historical cost accounting and real cost of cap-
ital for current cost accounting. Where current
cost accounting is applied, the cost of capital pre-
tax rate shall not include inflation and the equiva-
lent historical cost accounting figures shall also be
provided to allow for comparison and assessment.



Cost of capital

117 This sub-section outlines the requirements for the

calculation of the cost of capital.

Article 22(4) of the Implementing Regulation

As regards point (d), the cost of capital shall be
equal to the product of the following elements:

(i) the sum of the average net book value of fixed
assets in operation or under construction and
possible  adjustments to total assets
determined by the national supervisory
authority and used by the air navigation
service provider and of the average value of the
net current assets, excluding interest-bearing
accounts, that are required for the purposes of
providing air navigation services;

(ii)  the weighted average of the interest rate on
debts and of the return on equity. For air
navigation service providers without any
equity capital, the weighted average shall be
calculated on the basis of a return applied to
the difference between the total of the assets
referred to in point (i) and the debts.

For the purpose of establishing the cost of capital,
the factors to which weight is to be given shall be
based on the proportion of financing through either
debt or equity. The interest rate on debts shall be
equal to the weighted average interest rate on
debts of the air navigation service provider. The
return on equity shall be that provided in the
performance plan for the reference period and shall
be based on the financial risk incurred by the air
navigation service provider.

Where air navigation service providers incur costs
from leasing fixed assets, those costs shall not be
included in the calculation of cost of capital.

Principles

118 The fifth subparagraph of Article 22(4) of the Im-

plementing Regulation allows air navigation ser-
vice providers to charge a cost of capital which is
calculated by multiplying the value of the regula-
tory asset base (expressed as a monetary value)
by a weighted average cost of capital (WACC) pre-
tax rate (expressed as a percentage).

Cost of capital
= Regulatory asset base

x Cost of capital pre-tax rate (WACC pre-tax rate)

119 The cost of capital enables ANSPs to recover the

costs of interest incurred on debt contracted to
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finance air navigation services and to charge a
“reasonable return on assets to contribute to-
wards necessary capital improvements”, in line
with Article 15(3)(d) of the service provision Reg-
ulation.

Regulatory asset base

120

121

122

123

The regulatory asset base for any given year is the
sum of the average net book value of fixed assets
and of the average value of net current assets. It
represents the capital employed by the ANSP. The
average regulated asset base and actual gearing
are calculated as the average of 1% January and
31 December values.

For the purpose of establishing the regulatory as-
set base, both fixed assets in operation and under
construction are considered, with the exception
of leased assets. Facilities put into operation dur-
ing the year are to be taken into account on a pro-
rata basis. The average net book value of fixed as-
sets and the costs of depreciation must be con-
sistent.

Net current assets refer to the working capital of
the ANSP, i.e. the operating liquidity used for day-
to-day activities, and are calculated as the differ-
ence between current assets and current liabili-
ties, excluding interest-bearing accounts.

In addition, the regulatory asset base may be ad-
justed, where justified, by the national supervisory
authority. The NSA may deem necessary to apply
such adjustments where certain unjustified ele-
ments should not be included in the regulatory as-
set base. The following two examples describe
possible situations in which related adjustments
to the asset base might be deemed necessary at
the time of establishing the cost bases for charges
as part of the performance plan:

e Based on its review of the investments pro-
jected by the ANSP, the NSA may conclude
that the costs indicated for one or several
fixed asset(s) to be developed or acquired
would not be efficiently incurred or that the
investments in those fixed assets would not
be justified or fully allocated for the purpose
of air navigation service provision. After con-
sultation of the ANSP and detailed analysis of
the underlying investment(s), the NSA may
decide to adjust the asset base in respect of
the net book value of fixed assets to exclude
any unjustified amounts. This also impacts the
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determined costs charged for the deprecia-
tion of fixed assets; and

e Where an ANSP has received or is expected to
receive financial assistance from the Member
State concerned in the form of operating aid
or as an equity injection, this may lead for a
certain period of time to a significantly higher
average value of the net current assets of the
ANSP. This will mechanically increase the size
of the regulatory asset base and accordingly
the determined costs charged for the cost of
capital. The NSA should consider applying an
adjustment to the regulatory asset base in re-
spect of the net current assets to ensure that
no cost of capital is charged on amounts re-
ceived as financial assistance.

Financial assets underlying the discharge by the
ANSP of its pension liabilities are not to be in-
cluded in the regulatory asset base. Net interest
on pension liabilities/assets, if any, are to be rec-
orded in the pension costs included in the staff
costs.

Cost of capital pre-tax rate (WACC pre-tax rate)

125

126

As laid out in Article 22(4) of the Implementing
Regulation, the cost of capital pre-tax rate is the
weighted average of the interest rate on debts
and of the return on equity (RoE). The cost of cap-
ital pre-tax rate (expressed as a percentage)
therefore reflects a weighted average cost of cap-
ital (WACC).

Cost of capital pre-tax rate (WACC pre-tax rate)

= (Average interest rate on debt x share of financing
through debt)

+ (ROE pre-tax rate x share of financing through equity)

For ANSPs without any equity capital, as laid out
in Article 22(4), the weighted average could be
calculated on the basis of a return applied to the
difference between the total of the assets (i.e. the
capital employed) and the debts.

Interest on debt

127

For the determined costs, the weighted average
interest rate on debts is to be calculated taking ac-
count of all the debt-instruments of the ANSP for
air navigation services in respect of the existing
loans held by the ANSP and the future financing
needs of the ANSP, considering the maturity of ex-
isting loans, available credit facilities, as well as
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129

130

18/84

needs for additional debt to finance the planned
new investments in fixed assets and the ANSP’s
working capital.

The rate of interest of new debt instruments for
the reference period will be either those already
known at the time of drafting the performance
plan or when not known be based on market in-
terest rate plus a premium based on the concep-
tion of risk of the ANSP on the part of lenders.

The actual average interest rate on debts is the
weighted average of the actual interest rates on
debt effectively incurred in the calendar year for
the loans contracted for air navigation services. It
should reflect the cost of actual borrowing (i.e. in-
terest rates attached to the loans). It should cor-
respond to the amounts of interest costs on loans
incurred by the ANSP for the financing of ANS di-
vided by the total remaining balance of these
loans.

Financial charges and fees, such as bank charges
or legal fees, must be excluded from the cost of
capital and reported as other operating costs.

Return on equity

131

132

133

In accordance with Article 22(4) of the Implement-
ing Regulation the RoE is to be determined in the
performance plan for each year of the reference
period for each ANSP in light of the financial risk it
incurs. In this respect, specific consideration
should be given to the (maximum) potential im-
pact of risk sharing mechanisms associated with
the Implementing Regulation:

e Traffic risk sharing mechanism referred to in
Article 27 of the Implementing Regulation;
and

e Cost risk sharing arrangements referred to in
Article 28 of Implementing Regulation.

As a general rule, the financial risk faced by an
ANSP for ANS within the scope of the Implement-
ing Regulation is established at ANSP level and is
the same for all charging zones concerned, as en
route and terminal services face comparable lev-
els of competition and bear similar levels of busi-
ness and financial risk. Therefore, the WACC pre-
tax rate applied by an ANSP should be the same
for en route and terminal services in all the charg-
ing zones concerned.

However, the WACC pre-tax rate may be different
if terminal services face more competition than en
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route services. A different WACC pre-tax rate for
en route and terminal services will impact both
the cost of capital and the overall cost allocation
between en route and terminal services. The per-
formance plans submitted by NSAs should justify
any difference in the business or financial risks be-
tween en route and terminal services that results
in a different WACC pre-tax rate. This should rule
out potential cross subsidisation between en
route and terminal services. Cross subsidies be-
tween en route and terminal charging zones are
not permitted under EU law (Article 15(2)(e) of the
service provision Regulation). The RoE is an esti-
mate of a reasonable rate of return on the share-
holders’ or owners’ investment.

In accordance with Article 22(4) and 23 of the Im-
plementing Regulation, the actual rate of return
on equity of an ANSP is that provided in the per-
formance plan. In other words, for an ANSP, the
actual RoE rate in a given year is equal to the de-
termined RoE rate for that year.

Share of financing though equity and debt

135

136

137

138

For the purpose of calculating the cost of capital
pre-tax rate, the factors to which weight is to be
given is to be based on the proportion of financing
through either debt or equity.

For the actual costs, the proportion of financing
the capital employed for ANS through debt and
equity is to be established based on the actual
capital structure from the balance sheet of the
ANSP, excluding non-ANS activities.

For the determined costs, the proportion of fi-
nancing the capital employed for ANS through
debt and equity is to be calculated taking account
of both the existing and planned loans and the ex-
isting and planned equity. It is important to high-
light that, while optimal gearing may be used to
determine the RoE and WACC (in the CAPM model
for example), the data to be reflected in the re-
porting tables in item 3.8 is the genuine share of
financing through equity of the ANSP (or propor-
tion of financing the capital employed through eqg-
uity) for the purpose of calculating the cost of cap-
ital in value.

ANSPs should aim to reach the optimal capital
structure and the corresponding efficient WACC
to not pass through the cost of economically inef-
ficient decisions to airspace users.
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Details on investment costs in the performance plan
and the reporting tables

139

140

141

142

143

As laid out in point 2 of Annex Il to the Implement-
ing Regulation, extracts and summaries of the in-
ventory of assets and the investment plan are re-
quired to be reported as part of the performance
plan. In particular, detailed information is re-
quired to be produced separately for each new
major investment for which costs will appear dur-
ing the reference period. For transparency pur-
poses, the new major investments from RP3 are
also to be presented separately in the perfor-
mance plan for RP4.

Member States have to report in the performance
plans, for each year of the reference period and
for each entity, the total determined costs in-
curred in respect of depreciation and cost of cap-
ital in the reporting tables of Annex VI, together
with complementary information on the compo-
nents of the cost of capital.

On the basis of point 2.1(f) of Annex VII, the per-
formance plan also has to lay down the main fac-
tors explaining the planned variations over the
reference period and the assumptions used to set
the determined costs for each year of the refer-
ence period. This also refers to:

e The description and justification of the
method adopted for the calculation of depre-
ciation costs, as per point 2.1 (g) of Annex VII;
and

e The description and justifications on the dif-
ferent components of the cost of capital, in re-
spect of each charging zone and entity con-
cerned, as per points 3.3 (e) and (f) of Annex
Il'and 2.1 (h) and (i) of Annex VII.

For the purpose of Article 28(3) and (4), deprecia-
tion and cost of capital are also to be expressly
specified in respect of new and existing invest-
ments (sub-section 4.5).

During the reference period, the actual invest-
ment costs are to be presented annually in the re-
porting tables of Annex VIl for each entity, as well
as:

e Adescription of the reported actual costs and
the difference between those costs and the
determined costs, as per point 2.2 (a) of An-
nex VII; and



e Any changes to assumptions underlying the
calculation of investment costs, as per the last
paragraph of point 2.1 of Annex VII.

3.5 Costs by service

144 This section outlines how ANS costs should be bro-

ken down by service as part of the cost bases for
charges established under the SES performance
and charging scheme.

Article 12(3) of the service provision Regulation

When providing a bundle of services, air navigation
service providers shall identify and disclose the costs
and income deriving from air navigation services,
broken down in accordance with the charging
scheme for air navigation services referred to in
Article 14 and, where appropriate, shall keep
consolidated accounts for other, non-air-navigation
services, as they would be required to do if the
services in question were provided by separate
undertakings.

Article 15(2)(d) of the service provision Regulation

The following principles shall be applied when
establishing the cost-base for charges:

(d) the cost of different air navigation services shall
be identified separately, as provided for in Article
12(3);

145 The Implementing Regulation requires Member

States to provide, for each charging zone and for
each entity under their responsibility, a break-
down of the determined costs per service and to
fillin accordingly the data required under part 2 of
Table 1 in Annex VII:*

e Air Traffic Management;
e Communication;

e Navigation;

e Surveillance;

e Search and rescue;

e Aeronautical information;
e Meteorological services;
e Supervision costs; and

e Other State costs.
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Air traffic management

146 The determined costs of air traffic management
(ATM) encompass the determined costs of air traf-
fic services (ATS) as well as determined costs in-
curred for air traffic flow management (ATFM)
and airspace management (ASM). ATS comprise
the various flight information services, alerting
services, air traffic advisory services, and air traffic
control (ATC) services (area control, approach
control, and aerodrome control services).> ATFM
and ASM are functions supporting the provision of
ATS.

Communication

147 The determined costs of communication services
comprise costs incurred for the provision of aero-
nautical fixed services, aeronautical mobile ser-
vices and/or aeronautical mobile satellite services
to enable ground-to-ground, air-to-ground and
air-to-air communications for air traffic control
purposes.

Navigation

148 The determined costs of navigation services en-
capsulate the costs of those facilities and services
that provide aircraft with positioning and timing
information. Navigation services basically com-
prise ground-based radio navigation equipment
(e.g. Instrument Landing System (ILS), VHF Omni-
directional Radio Beacon (VOR), Distance Measur-
ing Equipment (DME), and Non-Directional Radio
Beacon (NDB)), and satellite-based systems.

Surveillance

149 The determined costs of surveillance services
cover the costs of those facilities and services
used to determine the respective positions of air-
craft to allow safe separation. Surveillance sys-
tems comprise primary surveillance radar (PSR),
secondary surveillance radar (SSR), surface move-
ment radar (SMR) as well as systems that provide
automatic dependent surveillance (ADS and ADS-
B), including the supporting network and mainte-
nance personnel.

4In respect of terminal air navigation services, a further breakdown per service is required at the level of each airport mandatorily subject to
the performance and charging scheme and in a consolidated manner for airports that a Member State has voluntarily opted to include.

5 Eurocontrol ATM Lexicon.



Search and rescue

150

151

Member States are allowed to include in the cost
base determined costs for search and rescue ser-
vices (SAR) provided to civil aviation by any per-
manent establishment of facilities and personnel
in charge of providing such services, including rel-
evant fixed and mobile facilities.

According to paragraph 5.73 of ICAO Document
9161, fixed SAR facilities comprise rescue coordi-
nation centres (RCCs) and rescue sub-centres
(RSCs), while mobile SAR facilities comprise,
where available, long-, medium- and short-range
aircraft, including helicopters, rescue boats and
vessels, mountain rescue units and any other units
or forces that may be designated primarily or ex-
clusively to perform search and rescue functions
or made available when required.

Aeronautical information

152

153

The determined costs incurred for aeronautical in-
formation services (AlS) are charged for the provi-
sion of aeronautical information and data neces-
sary for the safety, regularity, and efficiency of air
navigation.

According to paragraph 5.74 of ICAO Document
9161, AlS comprises the staff, facilities and equip-
ment employed to collect, collate, edit, publish
and distribute aeronautical information concern-
ing the entire territory of a State as well as any
other areas for which it has undertaken to provide
air navigation services. Included are the prepara-
tion and dissemination of aeronautical infor-
mation publications (AIPs), notices to airmen (NO-
TAM), and aeronautical information circulars
(AICs) and the provision of plain language pre-
flight information bulletins to flight crews as part
of the pre-flight information service.

Meteorological services

154

155

The determined costs of meteorological services
(MET) are composed of the costs of those facilities
and services that provide aircraft with meteoro-
logical forecasts, briefs, and observations as well
as any other meteorological information and data
provided by the Member State concerned for aer-
onautical use.

According to paragraph 5.70 of ICAO Document
9161, meteorological services for air navigation
include meteorological observations, reports and
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forecasts; briefing, and flight documentation;
SIGMET and AIRMET information; world area fore-
cast system (WAFS) forecasts for computerized
flight planning; meteorological information for in-
clusion in broadcasts (such as VOLMET) and data
link services (such as D-VOLMET); aeronautical
meteorological telecommunications (if not in-
cluded in COM) and any other meteorological data
required from States for aeronautical use. The fa-
cilities required to provide such services include
world area forecast centres (WAFCs), volcanic ash
advisory centres (VAACs), tropical cyclone advi-
sory centres (TCACs), meteorological watch of-
fices (MWOs), aerodrome meteorological offices,
aeronautical meteorological stations (including
observational and telecommunications equip-
ment used for aeronautical meteorological pur-
poses).

Certain MET providers (METSPs) based in EU
Member States have engaged in the provision of
space weather information services to civil avia-
tion and operate global space weather infor-
mation centres designated by ICAO. The costs in-
curred for those global space weather information
centres may not be included in the cost bases for
charges established as part of performance plans,
as far as those costs relate to services provided to
users outside of the charging zone concerned.

In accordance with points 2.1(d) and (e) of Annex
VIl of the Implementing Regulation, Member
States have to present a breakdown of MET costs
between direct MET costs and MET core costs and
describe the methodology used for allocating MET
core costs to civil aviation and between charging
zones.

e MET core costs are defined as the costs of
supporting meteorological facilities and ser-
vices that also serve meteorological require-
ments in general (i.e. that serve civil aviation
and other sectors). These include general
analysis and forecasting, surface and upper-
air observation networks, meteorological
communication systems or data processing
centres and supporting core research, training
and administration (Annex VII, 2.1 (d) of the
Implementing Regulation). The ICAO Doc.
9161 and World Meteorological Organisation
(WMO) Doc. 904 guidelines complement this
definition where core activities are defined as
the fulfilment of a primary system



requirement for meteorological information
that is jointly used by all service recipients;
and

e MET direct costs are the costs associated with
meteorological facilities and services that ex-
clusively serve aeronautical purposes. These
may include MET observations, reports, and
forecasts tailored to aeronautical use; briefing
and flight documentation; SIGMET and AIR-
MET information for aircraft safety; world
area forecast system forecasts for computer-
ised flight planning; MET information for
broadcasts; data link services; as well as aero-
nautical MET telecommunications and any
other MET data required from States for aer-
onautical use. This sample of MET services is
provided in ICAO Doc. 9161 and the WMO
Doc.904.

Supervision costs

158

Under the category of supervision costs, Member
States have the possibility to recover determined
costs of competent authorities or qualified enti-
ties, provided that they are incurred in relation to
the provision of air navigation services, in accord-
ance with the second sentence of point (b) of Ar-
ticle 15(2) of the service provision Regulation.

Other State costs

159

160
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Other State costs comprise the costs incurred by
Member States in relation to the Eurocontrol In-
ternational Convention, which Member States
may decide to include in their cost bases in ac-
cordance with point (c) of the third subparagraph
of Article 22(1) of the Implementing Regulation.®

Eurocontrol costs are also separately presented in
the reporting tables of Annex VII, where the con-
version of these determined costs from EUR to the
national currency is presented where applicable.
In this respect, Member States are advised to take
into account the most recent exchange rate infor-
mation published by the Central Route Charges
Office of Eurocontrol in April and September of
each year.

Other State costs may be included, provided that
they are incurred in relation to the provision of air
navigation services, in accordance with the sec-
ond sentence of point (b) of Article 15(2) of the
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service provision Regulation. These have to be de-
scribed in the performance plan.

The Implementing Regulation requires the Mem-
ber State concerned to provide, for each charging
zone, for each entity and for each airport, a break-
down of the determined costs per service in the
reporting tables of Annex VII, as well as:’

e A description of the methodology used for al-
locating costs of facilities or services between
different air navigation services and between
the different charging zones, as per point
2.1(a) of Annex VII;

e A description of the composition of each de-
termined cost item by service, including a de-
scription of the main factors explaining the
planned variations over the reference period
as per point 2.1(f) of Annex VII;

e For the meteorological costs, a breakdown
between direct and core costs, as per point
2.1(d) of Annex VI; and

e Anychanges occurring in the above during the
reference period.

During the reference period, the actual costs per
service are to be presented annually in the report-
ing tables of Annex VIl for each entity, as well as:

e Adescription of the reported actual costs and
the difference between those costs and the
determined costs, as per point 2.2 (a) of An-
nex VIl; and

e Any changes to assumptions underlying the
establishment of these costs, as per the last
paragraph of point 2.1 of Annex VII.

6 Eurocontrol International Convention relating to co-operation for the safety of air navigation of 13t December 1960, as last amended.
7 These may be presented in a consolidated manner for airport of less than 80,000 IFR air transport movements per year.



3.6 Cost of exempted flights

164 This section outlines the principles related to the

calculation of costs incurred for flights exempted
from en route or terminal charges.

Article 22(6) of the Implementing Regulation

The determined costs incurred for flights exempted
in accordance with Article 31(3) to (5) shall be
composed of:

(a) the determined costs of exempted VFR flights,
calculated through a marginal cost methodology;
(b) the determined costs of exempted IFR flights,
calculated as the product of the following elements:

(i) the determined costs incurred for IFR flights,
which shall consist of the total determined costs less
the determined costs of VFR flights;

(ii) the ratio of the number of exempted service units
to the total number of service units which shall
consist of the service units in respect of IFR flights
and, where they are not exempted, of VFR flights.

The determined costs of exempted VFR flights shall
be separated from the determined costs incurred
for IFR flights for the purpose of calculating the unit
rate.

Article 31(6) of the Implementing Regulation
Member States shall cover the costs for the services
that air navigation service providers have provided
to flights exempted from en route charges or
terminal charges in accordance with paragraph 3, 4
or5.

165 The legal basis for the exemption of flights from

ANS charges is laid out in Article 15(3)(b) of the
service provision Regulation, which permits the
exemption of certain users from air navigation
charges, provided that the cost of such exemption
is not passed on to other users. As a result, the
costs for the services provided to exempted flights
have to be covered by the Member State con-
cerned, as laid out in Article 31(6) of the Imple-
menting Regulation.

166 The detailed rules concerning the application of

flight exemptions are contained in Article 31(3) to
(5) of the Implementing Regulation. They provide
several mandatory and optional exemptions of
certain flight categories from en route charges, all
of which are optional for terminal charges.
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Exemptions from en route charges

167

168

169

Article 31(3) of the Implementing Regulation re-
quires the following flight categories to be manda-
torily exempted from en route charges:

e Flights performed by aircraft with a maximum
authorised take-off weight which is less than
two metric tons;

e Mixed VFR/IFR flights in the charging zones
where they are performed exclusively under
VFR and where an en route charge is not lev-
ied for VFR flights;

e Flights performed exclusively for the purpose
of transport, on official mission, of reigning
Monarchs and their immediate family, heads
of state, heads of government and govern-
ment ministers, where it is substantiated by
the appropriate status indicator or remark on
the flight plan that the flight is performed ex-
clusively for that purpose; and

e Search and rescue flights authorised by the
appropriate competent body.

It should be emphasised that the flights exempted
under Article 31(3)(b) of the Implementing Regu-
lation consist of flights which are, over different
portions of airspace, flying under either IFR or
VFR. Accordingly, such a flight is exempted from
en route charges in a given charging zone if both
of the conditions below are fulfilled:

e The aircraft flew in that charging zone under
VFR (thus not using air traffic control ser-
vices); and

e The Member State concerned has decided to
exempt VFR flights from route charges pursu-
ant to Article 31(4)(e).

Furthermore, Article 31(4) of the Implementing
Regulation details a number of flight categories
which a Member State may decide to exempt
from the en route charges. These optional exemp-
tions include the following:

e Military flights performed by aircraft of a
Member State or any third country;

e Training flights performed solely within the
airspace of the Member State concerned and
exclusively for the purpose of obtaining a li-
cence, or a rating in the case of cockpit flight
crew, where it is substantiated by an appro-
priate remark on the flight plan that the flight
is performed exclusively for that purpose;
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e Flights performed exclusively for the purpose
of checking or testing equipment used or in-
tended to be used as ground aids to air navi-
gation, excluding positioning flights by the air-
craft concerned;

e Flights terminating at the airport from which
the aircraft has taken off and during which no
intermediate landing has been made;

e VFR flights;

e Humanitarian flights authorised by the appro-
priate competent body; and

e Customs and police flights.

For the application of Article 31(4)(a) of the Imple-
menting Regulation which concerns military
flights performed by aircraft of a Member State or
any third country, it is important to distinguish be-
tween military flights operated as General Air
Traffic Flight (GAT) and those operated as Opera-
tional Air Traffic (OAT). In accordance with Article
1(2) of the Implementing Regulation, the perfor-
mance and charging scheme applies to the provi-
sion of air navigation services and network func-
tions for general air traffic (GAT). This means that
costs related to OAT, which are costs incurred for
the purpose of national defence or security, for
example in connection with military trainings and
missions, are by default excluded from the appli-
cation of the Implementing Regulation and the
cost of those flights cannot be funded through
route charges levied on other airspace users.

Exemptions from terminal charges

171

In accordance with Article 31(5) of the Implement-
ing Regulation, Member States may decide to ex-
empt from terminal charges one or several of the
flight categories spelled out in Article 31(3) and (4)
(referred to above) which are subject to a manda-
tory or optional exemption from en route charges.

Costs for exempted VFR flights

172

Where a Member State has opted for the exemp-
tion of VFR flights from en route and/or terminal
charges, in accordance with Article 31(5) and (6)
of the Implementing Regulation, it results from
point (a) of Article 22(6) that the determined costs
incurred for services provided to those flights
have to be calculated using a marginal cost meth-
odology, taking into account the benefits to IFR
flights stemming from the services granted to VFR
flights. In this respect, it is acknowledged that the
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vast majority of services are put in place for IFR
services and thus the incremental costs incurred
for services provided to exempted VFR flights may
be negligible.

Article 22(6) of the Implementing Regulation, point
(a)

The determined costs incurred for flights exempted
in accordance with Article 31(3) to (5) shall be
composed of:

the determined costs of exempted VFR flights,
calculated through a marginal cost methodology;,

Article 22(6) of the Implementing Regulation, last
paragraph

The determined costs of exempted VFR flights shall
be separated from the determined costs incurred
for IFR flights for the purpose of calculating the unit
rate.

In accordance with the last sentence of Article
22(6) of the Implementing Regulation, Member
States are required to identify the determined
costs for exempted VFR flights separately from the
determined costs of IFR flights for the purpose of
calculating the unit rate. The determined costs for
exempted VFR flights are therefore to be de-
ducted from the determined cost base and are
consequently not taken into account for the cal-
culation of the local cost efficiency performance
targets (set against the determined unit cost) and
for the unit rate calculation.

In accordance with Article 31(6) of the Implement-
ing Regulation, the Member States shall cover
these costs for exempted VFR flights in addition to
those for exempted IFR flights described in the fol-
lowing sub-section.

Costs for exempted IFR flights

175

In practice, the cost bases and unit rates cover air
navigation services provided to both chargeable
and exempted IFR flights. Similarly, the service
units used for the calculation of the unit rate as
per Article 25(2) and to compute the user charges
as per Article 31(1) and (2) of the Implementing
Regulation are the total service units covering
both chargeable and exempted service units in re-
spect of IFR flights. As a result, the unit rates and
the unit costs are the same in respect of chargea-
ble and exempted IFR flights.
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Where VFR flights are not exempted in accord-
ance with Article 31(3), 31(4) and 31(5) of the Im-
plementing Regulation, the cost bases and unit
rates also cover the costs for ANS provided to VFR
flights and service units include those in respect of
VFR flights (as per Annex VIII of the Implementing
Regulation).

Based on the “user pays” principles, airspace users
should only be charged for costs related to a ser-
vice provided to them. Therefore, the charging
scheme requires the allocation of costs among
categories of users and in particular the distinc-
tion between the cost of the exempted and
chargeable flights. In accordance with Article
15(3)(b) of the service provision Regulation, the
principle is that the cost of exempted flights is not
to be passed on to other users of air navigation
services.

In accordance with Article 31(6) of the Implement-
ing Regulation, Member States must cover them-
selves the costs for air navigation services pro-
vided to exempted flights through funding pro-
vided to the ANSPs concerned so as to ensure that
other airspace users are not charged for those
costs.

Different methodologies are used to compute
these amounts to be financed by the Member
States concerned:

e Methodology based on the product of the
costs incurred for IFR flights and the ratio of
the number of service units for exempted IFR
flights to the total number of service units, as
laid down in Article 22(6)(b) of the Imple-
menting Regulation for the determined costs
of exempted IFR flights and by analogy in Arti-
cle 23 for the actual costs of exempted IFR
flights; and

Costs of exempted IFR flights

Service units exempted IFR flights
Total Service Units

= Costs for IFR flights x

e Methodology based on the unit rate for the
charging zone multiplied by the actual service
units for exempted military GAT IFR flights.
This simple and transparent methodology is
also recognised as being compliant with the
Regulation and is recommended as it ensures
that the exempted flights are treated accord-
ing to the same rules as the chargeable flights
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and hence that the chargeable users are not
burdened with costs for exempted flights in
accordance with Articles 15(3) (a) and (b) of
the service provision Regulation.

Costs of exempted IFR flights

= Applied unit rate x actual service units exempted IFR
flights

Details on costs for exempted flights in the perfor-
mance plan and the reporting tables
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Member States are required to provide transpar-
ency on the applied exemptions from ANS charges
(policy on exemptions) and on the financing
means to cover the related costs for each charging
zone. These exemptions are defined as part of the
performance plans, in accordance with point 4(b)
of Annex IX of the Implementing Regulation.

The Implementing Regulation also requires the
Member State concerned to provide the deter-
mined costs for exempted VFR flights for each
charging zone, for each entity (generally only the
ANSPs) and for each calendar year of the refer-
ence period in the reporting tables of Annex VII, as
well as a description of the methodology and as-
sumptions used to establish the costs of air navi-
gation services provided to VFR flights, as required
in point 2.1(b) of Annex VII.

During the reference period, the actual costs for
exempted VFR flights are to be presented annually
in the reporting tables of Annex VIl for each entity,
as well as:

e Adescription of the reported actual costs and
the difference between those costs and the
determined costs, as per point 2.2 (a) of An-
nex VII; and

e Any changes to assumptions underlying the
establishment of these costs, as per the last
paragraph of point 2.1 of Annex VII.

In the additional information required as per point
4(b) of Annex IX, Member States also have to pro-
vide annually the actual costs incurred in relation
to services to flights exempted from ANS charges
in the charging zone and explain how ANSPs are
compensated for these costs in accordance with
Article 31(6) of the Implementing Regulation.




3.7 Specific cost items

184 This section provides an overview of reporting re-
quirements as regards specific cost items, in cases
where such items are included in the cost base.

Cost of common projects
188

185 In accordance with Article 15a(3) of the service
provision Regulation, common projects are set up
by the Commission for network-related functions
which are of particular importance for the im-
provement of the overall performance of air traf-
fic management and air navigation services in Eu-
rope. Such common projects are also eligible for
Community funding within the multiannual finan-

; 189
cial framework.

Article 5(7) of the Common Projects Regulation

Member States and the Network Manager shall
include  the investments related to the
implementation of common projects in the
performance plans and the Network performance
plan.

Recital 15 of the Implementing Regulation

on the determined costs of new and existing
investments in respect of the purchase, 180
development or leasing of fixed assets. Major
investments should be detailed and justified, as well
as consistent with SESAR deployment and with
expected performance gains.

186 According to Article 5(7) of the common projects
Regulation and Recital 15 of the Implementing
Regulation, the performance plans should provide
full transparency on the determined costs of new
and existing investments in respect of the pur-
chase, development or leasing of fixed assets.

Details on costs of common projects in the perfor-
mance plan and the reporting tables

187 Member States are required to identify in the re-
porting tables of Annex VII of the Implementing
Regulation, for each charging zone, for each entity
(generally only the ANSPs) and for each year of the
reference period, the determined costs included
in the cost base regarding the implementation of
SESAR common projects. As per point 2.1 (j) of An-
nex VIl they have to describe the composition of
the determined costs of common projects, to-
gether with the reference to the ATM
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functionalities in the scope of the CP1 Regulation.
They also have to report on the costs of common
projects and other funded projects broken down
per individual project, as well as on public funds
obtained from public authorities for these pro-
jects, as per points 3 and 4(I) of Annex IX.

The information on the determined costs of com-
mon projects should be prepared in conjunction
with the elements to be set out by the Member
State concerned in its performance plan as re-
gards the description of recent and expected pro-
gress in the deployment of SESAR common pro-
jects as per point 4.2 of Annex Il of the Implement-
ing Regulation.

During the reference period, the actual costs in-
curred in relation to common projects have to be
presented annually in the reporting tables of An-
nex VIl for each entity, as well as the breakdown
of the actual costs of common projects per indi-
vidual project as per point 2.2 (c) of Annex VIl and
on public funds obtained for these projects, as per
points 3 and 4(l) of Annex IX of the Implementing
Regulation.

Performance plans should provide full transparency Restructuring costs

According to Article 2(18) of the Implementing
Regulation, “restructuring costs” means signifi-
cant one-time costs incurred by air navigation ser-
vice providers in the process of restructuring for
introducing new technologies, procedures or busi-
ness models to stimulate integrated service provi-
sion, compensating employees, closing air traffic
control centres, shifting activities to new loca-
tions, writing off assets or acquiring strategic par-
ticipations in other air navigation service provid-
ers.



Recital 23 of the Implementing Regulation

The introduction of new technologies and business
models to stimulate integrated service provision
should lead to significant cost reductions to the
benefit of users over time but can lead to initial
restructuring  costs. If a Member State
demonstrates that restructuring measures bring a
net benefit to users, it should also be able to request
a revision of local cost-efficiency targets in order to
recover the associated restructuring costs through
a revision of the determined costs contained in their
performance plans, subject to the Commission's
authorisation.

Article 2(18) of the Implementing Regulation

“Restructuring costs” means significant one-time
costs incurred by air navigation service providers in
the process of restructuring for introducing new
technologies, procedures or business models to
stimulate integrated service provision,
compensating employees, closing air traffic control
centres, shifting activities to new locations, writing
off assets or acquiring strategic participations in
other air navigation service providers;

Annex IV of the Implementing Regulation, point 1.4
(d)(ii)
(A deviation from the criteria referred to in points

(a) to (c) may be deemed necessary and
proportionate in order to:

(ii) implement restructuring measures that lead to
restructuring costs referred to in Article 2(18),
provided that the deviation is exclusively due to
those restructuring costs and that a demonstration
is provided in the performance plan that the
restructuring measures concerned will deliver a net
financial benefit to airspace users at the latest in the
subsequent reference period.

191 The underlying objective of such restructuring

should be to improve performance over time by
enabling defragmentation of the industry and pro-
moting synergies in service provision. The catego-
ries of measures which are eligible under restruc-
turing costs are defined in Article 2(18), as re-
ferred above. Those measures may be of an oper-
ational, technological, organisational, or financial
nature. They should lead to permanent, structural
changes in respect of the service provision.

192 The phrase “one-time” in Article 2(18) should be

interpreted in a way that restructuring costs are
typically incurred at a specific point in time. How-
ever, depending on the case, they can be incurred
over one or several years. Ongoing costs of

193

194

27/84

operations linked to the restructuring measures

do not classify as one-time costs. Also, one-time

costs should not mean that if in the future another
genuine restructuring project appears, the re-
structuring costs cannot be filed again. The phrase

“significant” follows an examination of the follow-

ing:

e Restructuring costs as a percentage of total
costs compared to a base scenario (without
the restructuring costs) during the applicable
time period; and

e The absolute amount of restructuring costs.

Restructuring costs are considered as part of the
assessment of the consistency of the local en
route cost-efficiency targets with the Union-wide
targets, in accordance with the assessment crite-
rion stipulated in point 1.4(d)(ii) of Annex IV. By
virtue of this criterion, restructuring costs (within
the meaning of Article 2(18)) may justify a devia-
tion from Union-wide targets where it has been
found that the deviation is exclusively due to
those restructuring costs and the NSA has demon-
strated that the restructuring measures will de-
liver a net financial benefit to AUs at the latest in
the next reference period.

Restructuring costs may be included in a draft per-
formance plan regardless of whether they are
necessary to justify a deviation from the Union-
wide DUC trends. Accordingly, restructuring costs
are always embedded in the different cost catego-
ries used for breaking down determined costs in
accordance with Article 22(4) of the Implementing
Regulation (i.e. staff costs, other operating costs,
depreciation costs, cost of capital, and exceptional
costs).

Details on restructuring costs in the performance plan
and the reporting tables

195

In accordance with point 3.3(i) of Annex Il of the
Implementing Regulation, the draft performance
plan shall contain, where applicable, the descrip-
tion of any significant restructuring planned dur-
ing the reference period, including the details of
the related restructuring costs and the demon-
stration that these qualify for restructuring costs
in the meaning of the Regulation.



3.8 Cost allocation

196 This section outlines the principles and methodol-
ogy related to the allocation of costs between ANS
and non-ANS, between en route and terminal ser-
vices, as well as between charging zones.

Article 20(3) of the Implementing Regulation

Revenues derived from en route charges or terminal
charges shall not be used to finance commercial
activities of air navigation service providers.

Article 22(5) of the Implementing Regulation

The determined costs shall be allocated in a
transparent way to the charging zones in respect of
which they are incurred. Determined costs that are
incurred in respect of several charging zones shall be
allocated in a proportional way, on the basis of a
transparent methodology.

To this end, national supervisory authorities shall lay
down, before the start of each reference period, the
criteria used to allocate determined costs to
charging zones, including ivn respect of points (b)
and (c) of this paragraph, and the criteria to allocate
the determined costs between en route and
terminal services, and shall include this information
in the performance plan in accordance with point
3.3(d) of Annex |I.

The determined costs included in the cost bases for
terminal charging zones shall cover the cost of the
following services:

(a) aerodrome control services or aerodrome flight
information services which include air traffic
advisory services and alerting services;

(b) air traffic services related to the approach and
departure of aircraft within a certain distance of an
airport which shall be defined on the basis of
operational requirements;

(c) the proportional part of the air navigation
services common to en route and terminal services.

Exclusion of ineligible costs

197 As described above, the costs eligible under the
SES performance and charging scheme are those
relating to the provision of ANS to GAT in the
charging zones within the scope of the perfor-
mance plan.

198 Therefore, the costs which are not relating to the
provision of ANS services (costs for non-ANS) and
the costs relating to the provision of ANS outside

199
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the charging zones in the scope of the perfor-
mance plan, provided to non-GAT users or on a
commercial basis (costs for other ANS), must be
excluded from the determined and actual cost ba-
ses. The costs of overheads or joint costs should
be identified, and the share related to non-ANS
and other ANS should also be excluded from the
determined and actual cost bases.

Costs to be excluded from the regulatory cost
base comprise:

Costs for air navigation services provided at
airports or in charging zones which are out-
side of the scope the performance plan, in-
cluding for services in cross-border areas situ-
ated in the charging zone(s) of another State;
Costs for the provision of ATCO training to
other ANSPs or other training activities (e.g.
when an ANSP owns an Air Traffic Control Of-
ficer Training Organisation which is delivering
services based on contractual arrangements
with companies external to the ANSP organi-
sation);

Costs relating to sales of consulting services to
other ANSPs or any other external entities;
Costs relating to calibration flights performed
for other ANSPs or airports;

Costs relating to ANS provided under market
conditions (e.g. terminal ANS subject to mar-
ket conditions and exempted from the charg-
ing scheme);

Costs relating to services provided to flights
performed under operational air traffic (OAT);
Costs relating to the provision of U-space ser-
vices (including common information services
(CIS));

Costs relating to the provision of global space
weather information services outside of the
geographical scope of the performance and
charging scheme;

The share of drone detection costs not related
to the provision of air navigation services. For
example, ineligible costs may relate to equip-
ment and operations necessary for the pur-
pose of securing air traffic operations at and
around the airports from unlawful interfer-
ence and deterring the entry of uncooperative
drones in the controlled airspace, including
through the setting and policing of no-fly
zones for drones, the detection of drones to
prevent them from entering such zones, and



actions required to remove drones from no-
drone-flight zones.

e However, if specific equipment (e.g., radars)
used for drone detection is also employed by
ANSPs to determine the position of drones for
the purpose of preventing collisions with air-
craft, the associated costs may be partially el-
igible. In such cases, only the portion of costs
directly related to collision prevention should
be included in the cost base. The allocation of
these shared costs must be based on a trans-
parent and justified methodology, approved
by the NSA, to ensure compliance with regu-
latory requirements and fairness in cost distri-
bution; and

e  Costs relating to apron management services
which  according to Regulation (EU)
2018/1139 (EASA basic Regulation) pertain to
aerodrome operations. Apron costs should
therefore be covered by airport charges and
not by air navigation charges, which exclude
apron management services as clarified by the
ICAO Doc 4444 and the EASA Certification
Specifications and Guidance Material for Aer-
odrome Design (CS-ADR-DSN).

Principles for allocation of eligible costs between ser-
vices and charging zones

200
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Article 15(2)(e) of the service provision Regulation
forbids Member States from establishing or apply-
ing cross-subsidies between en route and terminal
services. Therefore, the determined costs of these
services have to be differentiated for charging
purposes, and joint costs pertaining to both en
route and terminal services have to be allocated
in a proportional manner between the charging
zones concerned. It is the responsibility of the
Member State concerned to establish a transpar-
ent and sound methodology for the purpose of
cost allocation between en route and terminal
services.

In accordance with Article 22(1) of the Implement-
ing Regulation, the determined costs eligible to be
charged to airspace users are to be established at
charging zone level. The allocation of costs be-
tween the charging zones should reflect the “user
pays” principle as laid out in Article 15 of the ser-
vice provision Regulation. This entails that air-
space users should pay for the costs they generate
at, or as close as possible to, the point of use, as
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explained in Recital 22 of the service provision
Regulation.

To this end, as specified in Article 22(5) of the Im-
plementing Regulation, NSAs must lay down, be-
fore the start of each reference period, the criteria
used to allocate determined costs between en
route and terminal services and between charging
zones, including in respect of the costs relating to
approach control services and common costs.
Those criteria should ensure the transparent set-
ting of determined costs and guarantee that there
are no cross-subsidies between en route and ter-
minal services as required in Article 15(2)(e) of the
service provision Regulation.

To support the allocation of determined costs be-
tween en route and terminal charging zones, Arti-
cle 22(5) of the Implementing Regulation ex-
pressly sets out the scope of services included in
the cost bases for terminal charges. Accordingly,
the terminal cost bases must include the deter-
mined costs incurred for aerodrome control ser-
vices (TWR), the costs incurred for approach con-
trol services (APP) within a certain distance of the
airport defined on the basis of operational re-
guirements, and a proportional share of the com-
mon costs between en route and terminal ser-
vices. Conversely, the cost bases for en route
charges consist of the determined costs eligible
for ANS, after excluding the costs incurred in re-
spect of terminal services.

Aerodrome control services (TWR) are provided
from a tower ATS unit concerned in order to man-
age air traffic within a control zone located in an
airport’s vicinity and for the safe and efficient flow
of aircraft on runways. The costs of aerodrome
control services and the costs for the equipment
used to provide those services (including Instru-
ment Landing Systems) are to be fully allocated to
the relevant terminal charging zone. In respect of
airports with fewer than 80.000 IFR movements
per year which have not been included in the
scope of the performance plan, the aerodrome
control services must be excluded from the cost
bases for charges and must be financed outside of
the scope of the performance and charging
scheme.

Approach control services (APP) are provided
within a terminal manoeuvring area (TMA), estab-
lished for the purpose of managing air traffic de-
parting from or arriving to one or several
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aerodromes. TMAs surround the control zones lo-
cated around the aerodrome(s) concerned (and
within which aerodrome control services are pro-
vided). ATS facilities for approach control consist
either of working positions integrated within Area
Control Centres (ACCs) or aerodrome control tow-
ers, or of separate approach control units. The
principles for the identification of the costs relat-
ing to approach services and their allocation be-
tween en route and terminal charging zones is de-
tailed in the next sub-section below.

Certain cost items can be directly associated to a
segment of activity (en route, approach or aero-
drome control services). This is the case for the
salaries of the ATCOs for example. However, in
many cases, cost items relate to ANS provided to
more than one segment of activity. This is often
the case for the ATM systems, which comprise
functionalities serving all three segments. Such
cost items must be allocated based on a transpar-
ent methodology according to allocation keys re-
flecting as best as possible the share of services
provided to each of the segments. Those alloca-
tion keys should be defined on a statistical basis
where possible. In accordance with Article 22(5) of
the Implementing Regulation, determined costs
that are incurred in respect of several charging
zones shall be allocated in a proportional way, on
the basis of a transparent methodology.

For the purpose of allocating its costs to the rele-
vant segments of activity and the different charg-
ing zones, an ANSP has to have a cost accounting
system based on the allocation rules laid down by
the NSA. The complexity of such cost accounting
systems depends on the types of services pro-
vided by the ANSP, its business size, etc.

For the operating costs (staff costs and other op-
erating costs), the individual expense items are al-
located to the different services, activities and
charging zones, while for the costs of investments
relating to fixed assets, the allocation to the differ-
ent segments of activities should take place at the
level of each individual asset.

The following sub-sections provide specific re-
quirements and guidance for the allocation of
costs incurred by the different entities to their dif-
ferent segments of activities.
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Principles for identifying and allocating approach
(APP) costs
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Approach control services are air traffic control
services for arriving or departing controlled flights.
These services include separating aircraft during
the departure and arrival phases of flight and
providing initial and final sequencing of aircraft
traffic flows for handover to either the aerodrome
or en route controllers.

The costs for approach control services comprise
certain directly identifiable cost items as well as a
proportional share of the costs which are common
with en route and/or aerodrome control services.

The costs which can be directly allocated to ap-
proach services include for example:

e Staff costs incurred for the ATCOs rostered on
approach sectors (within the TMAs), including
for the ATCOs in training for the purpose of
obtaining or maintaining an approach control
rating as part of their licence;

e Other operating costs incurred for the training
of approach controllers;

e Depreciation costs and cost of capital relating
to the infrastructure and equipment used
solely for approach services.

The costs which should be proportionally allo-
cated among the different activities (approach, as
well as en route and/or aerodrome control) in-
clude for example:

e Staff costs and other operating costs relating
to the maintenance of infrastructure and
equipment;

e Depreciation costs and cost of capital incurred
for the ATM system, including for a new ATM
system or upgrades of an existing system. For
these, consideration should be made of the
main cost drivers of the different functionali-
ties and their scope of use between en route,
approach and aerodrome;

e Depreciation costs and cost of capital relating
to CNS equipment;

e Administrative/overhead costs.

Such common costs are to be allocated to the dif-
ferent services on a case-by-case basis to the max-
imum possible extent on a statistical basis. In
many cases, the number of sector-hours provided
per segment could provide a basis for defining the
allocation keys. The methodology for defining the
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allocation keys used for the different cost items
should be duly justified and consulted with air-
space users.

Once the costs for approach services have been
calculated in respect of the relevant airport(s),
those costs are to be allocated between the rele-
vant en route and terminal charging zones.

214. As a first step, the costs relating to services
provided to transiting overflights within the TMA
(i.e. not taking off or landing from the serviced air-
port or airports), if any, are to be deducted from
the total approach costs and allocated to the en
route activity. Such costs should be calculated on
the basis of the share of the distance flown or time
spent by these overflights in the TMA as a propor-
tion of all flights controlled in the TMA.

As a second step, the approach costs for inbound
and outbound traffic within the TMA are to be al-
located in accordance with Article 22 (5)(b) of the
Implementing Regulation within a certain distance
of the airport concerned, on the basis of opera-
tional requirements.

As a general rule, for a given airport, this distance
should reflect the distance from the outer edge of
the aerodrome control sector (handover point
to/from the TWR, point A) to the outer edge of the
approach control sector (handover point to/ from
en route/area control, point B), consisting of a ra-
dius around the airport representing the TMA or
the approach sector(s) concerned. The distance
can be calculated as an average radius if the outer
edges of the approach sectors do not form a per-
fect circle. It follows from this general rule that all
approach costs should in principle be fully allo-
cated to the terminal activity/charging zone(s)
concerned.

Should the distance considered be defined based
on another point (point C), this should be duly jus-
tified on the grounds of operational requirements
and consulted with airspace users. In this case, the
approach costs would be allocated between the
en route and terminal activity/charging zone(s)
concerned on the basis of the difference between
the (average) radius around the airport concerned
representing the TMA or the approach sector(s)
concerned (points A and B) and the (average) ra-
dius between the airport concerned and the other
point defined based on operational requirements
(points A and C). Under this approach, a share of
approach costs is allocated to the en route activity
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/ charging zones. This share can be either calcu-
lated on the basis of the average distances (aver-
age distance BC / average distance AC) or on the
basis of the specific distances for each traffic flow.

The distance between the airport and the “opera-
tional point” may exceed the TMA radius when ap-
proach begins prior to the handover point be-
tween en route sectors and approach sectors (e.g.
in case of extended AMAN) or may be shorter
when approach begins after the handover point
between the en route sectors and approach sec-
tors. For a given airport, the defined “operational
point” is not to be closer to the tower than the
(average) initial approach fix (IAF) in case of arriv-
ing flights and not closer to the tower than the dis-
tance measured on the ground at the (average)
transition altitude point for departing flights.

It is important to note that the 20 kilometres dis-
tance applied for the calculation of the en route
service units as per the second paragraph of point
1.2 of Annex VIl does not apply by analogy for cost
allocation purposes.

Costs incurred by ANSPs for the provision of services in
a charging zone under the responsibility of another
Member State
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The cost base for a charging zone “shall consist of
the determined costs related to the provision of
air navigation services in the charging zone con-
cerned”. The geographic scope of charging zones
must be “consistent with the provision of air navi-
gation services” and “may include services pro-
vided by an air navigation service provider estab-
lished in another Member State in relation to
cross-border airspace”.

In order to fulfil the abovementioned legal re-
quirements, the costs incurred for air navigation
services provided in cross-border areas have to be
properly allocated to the airspace users generat-
ing those costs. To this end, it is recommended
that the geographic scope of each charging zone
also comprises the cross-border areas over the
territory of one or several neighbouring Member
States where the ANSP concerned is providing ser-
vices. Where a cross-border area located in the
airspace of a neighbouring State is part of the
charging zone in the scope of the performance
plan, both the costs for services provided in that
cross-border area and the service units relating to
that area are comprised in the charging zone in
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the scope of the performance plan. In this case, no
further allocation between charging zones and/or
financial arrangements between the entities con-
cerned need to be established.

In respect of cross-border area(s) where the
ANSP(s) of the Member State provide(s) services
in another State's charging zone(s), the Member
States concerned have to ensure appropriate cost
and revenue allocation (compliant with the legal
requirements) by setting up financial arrange-
ments between them. Those arrangements have
to result in the ANSP being duly remunerated for
the provided services, whilst ensuring the trans-
parency of costs. Such cross-border areas, as well
as the related financial arrangements are to be re-
ported in the performance plan.

However, it may be concluded that services pro-
vided in cross-border areas of a very limited geo-
graphic scope or traffic volume do not have a ma-
terial financial impact. Based on technical analysis
conducted by the PRB, cross-border areas which
size does not exceed 500 km2 or which traffic vol-
ume does not exceed 7,500 IFR movements per
year on average are presumed to have an insignif-
icant financial impact on the costs and revenue of
the ANSP providing the services. Therefore, such
cross-border areas and the related financing ar-
rangements do not need to be reported as part of
the performance plan.

When applying the abovementioned materiality
thresholds, cross-border areas are to be under-
stood as continuous blocks of airspace, irrespec-
tive of sector boundaries. In other words, cross-
border airspace blocks directly adjacent to each
other and/or directly below or above each other,
where services are provided by one ANSP in the
same charging zone should be reported as one
area and should not be broken down into smaller
blocks.

In light of the above, NSAs are to identify, in their
performance plans, the cross-border area(s)
where the ANSP(s) of the Member State pro-
vide(s) services in another State’s charging zone(s)
which do not fall below the abovementioned ma-
teriality thresholds and provide detailed infor-
mation on the financial arrangements regarding
those cross-border areas.
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Costs incurred by ANSPs for the provision of services to
operational air traffic (OAT)
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The costs incurred for the provision of services to
OAT (whether provided by military or civilian enti-
ties) must be identified and excluded from the
cost base charged to users for the en route and
terminal charging zone(s). These should be fi-
nanced by the State or the military under proper
financial arrangements.

The costs for services and equipment made avail-
able for the purpose of providing ANS exclusively
or primarily to OAT should be excluded from the
determined costs of the relevant en route and ter-
minal charging zones. In such case, only the share
of costs attributable to services to GAT may be in-
cluded in the performance plan, subject to an ob-
jective methodology defined and applied by the
NSA. The costs for services and equipment made
available for the purpose of providing ANS to both
GAT and OAT may be allocated to GAT, provided
that the share of costs incurred for OAT is de-
ducted. The costs relating to OAT may in such case
be determined through a marginal cost methodol-
ogy on the grounds that these services and equip-
ment are provided for the benefit of GAT IFR
flights.

The costs incurred in respect of the implementa-
tion and operation of the Flexible Use of Airspace
(FUA) concept are not considered as services pro-
vided to OAT and may be included in the ANS cost
bases. These comprise the set-up and operations
of the Airspace Management Cells (AMC) and Air
Traffic Services under cooperation of civil and mil-
itary stakeholders for FUA.

Costs incurred by the providers of MET services
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National and international METSPs providing MET
services to ANS users often provide also a wide
range of MET services to the non-aeronautical
community, including meteorological information
for other transport modes (e.g. maritime, road),
agriculture, tourism, etc.

It is important to identify the costs for the MET
services which are provided to ANS users. For this
reason, as explained in sub-section 3.5, a distinc-
tion is made between the costs directly attributa-
ble to ANS (direct costs) and those serving jointly
a multiplicity of users and sectors (core costs).
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While MET “core costs” should be proportionally
distributed between aviation and other industries
depending on the nature of the individual MET
services involved, MET “direct costs” are by defi-
nition entirely attributable to civil aviation.

Once the MET costs attributable to civil aviation
have been identified, they should be allocated to
the different segments of ANS activities, to ensure
a proper allocation between en route and termi-
nal charging zones and the exclusion of the costs
attributable to other ANS, such as services to OAT
or VFR flights, or services provided to users at air-
ports outside the scope of the performance plan.

Costs incurred by the providers of SAR services
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As for METSPs, national and international provid-
ers of SAR services serving civil aviation often also
provide SAR to non-aeronautical users, including
maritime users.

It is therefore important to identify the costs for
the SAR services which are provided to civil avia-
tion and hence chargeable to airspace users
through the ANS cost bases. In this respect, only
the costs provided to civil aviation by any perma-
nent establishment of facilities and personnel in
charge of providing such services are eligible (sub-
section 3.5).

However, as these facilities and personnel may
also be used to provide search and rescue to other
sectors, their costs must be allocated between
ANS and non-ANS services.

The fixed costs incurred by any permanent estab-
lishment with a view to maintaining a capability to
perform SAR missions may be taken into account
on the basis of the average actual use of this capa-
bility for civil aviation rescue missions. This aver-
age should be calculated for a significant period of
time (e.g. the last 10 years).

Once the SAR costs attributable to ANS have been
identified, they should be allocated to the differ-
ent segments of activities, to ensure a proper allo-
cation between the different charging zones and
the exclusion of the costs attributable to other
ANS, such as services to OAT or VFR flights, or ser-
vices provided outside the scope of the perfor-
mance plan.
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Costs incurred by the national supervisory authorities
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Where established as a separate entity for the su-
pervision of ANS, all the costs of the NSA should
normally be incurred in relation to ANS. However,
where the NSA is part of a larger body (e.g. DGCA
or Ministry of Transport), as a first step, direct
costs should first be allocated between ANS and
non-ANS and the costs for ANS further allocated
between ANS in the scope of the performance
plan and ANS outside the scope of the perfor-
mance plan (e.g. to en route or terminal services
outside the scope of the performance plan). The
costs of overheads should then also be identified,
and the share related to non-ANS and other ANS
should also be excluded from the determined and
actual cost bases.

The allocation of NSA costs related to ANS be-
tween en route and terminal services should re-
flect the costs of the NSA activities provided to
each service. For example, to allocate NSA staff
costs, the staff time spent on the NSA activities for
each service can be taken as a proxy. Also, for in-
stance, when the oversight of ATS facilities be-
tween en route and terminal services cannot be
allocated on a statistical basis and are provided to
the same extent for en route and terminal, a
50/50 split could be used.

Details on cost allocation in the performance plan and
the reporting tables

242

Based on Article 22(5), point 3.3(d) of Annex Il and
points 2.1(a) and (c) of Annex VII of the Imple-
menting Regulation, a description of the method-
ology used for allocating costs of facilities or ser-
vices between different air navigation services
and between different charging zones, as well as
the criteria used to allocate costs between termi-
nal and en route services should be provided for
each entity concerned, including:

e Adetailed description of the services provided
by each entity within the scope of the perfor-
mance plan, as well as outside the scope of
the performance plan and in that case the ar-
rangements in place to finance them;

e A detailed description of the methodology
used for establishing approach costs and allo-
cating them between en route and terminal
services, including the distance from the rele-
vant airport(s) used for allocating these costs
and a description of the operational
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requirements on the basis of which that dis-
tance has been defined;

e The allocation of individual fixed assets to en
route and terminal activities in the scope of
the plan; and

e For MET costs, based on points 2.1(d) and (e)
of Annex VII, a description of the MET costs
and of the methodology for allocating these
costs between “direct” and “core costs” to
ANS in the scope of the performance plan and
across charging zones.

All the above information is subject to review as
part of the assessment of the cost-efficiency tar-
gets in accordance with point 2.1 (d) (vii) of Annex
V.

For the monitoring, in accordance with the last
paragraph of point 2.1 of Annex VII, any change in
the cost allocation methodologies during the ref-
erence period must be reported together with the
information provided on actual costs in the re-
porting tables as per Annex VII.

3.9 Verification by the NSA
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Article 22(7) of the Implementing Regulation

The national supervisory authorities shall verify, in
respect of each charging zone, that the cost bases
for en route and terminal charges comply with the
requirements of Article 15(2) of Regulation (EC) No
550/2004 and with this Article. For this purpose, the
national supervisory authorities shall examine the
relevant accounting documents, including any asset
book and other material relevant to the
establishment of the cost base for charges.

As recalled in Recital 29 of the Implementing Reg-
ulation, NSAs are responsible for verifying that the
established determined costs only comprise cost
items that are eligible under the performance and
charging scheme.

In this respect, Article 22(7) of the Implementing
Regulation sets out the obligation for the NSAs to
verify, in respect of each charging zone, that the
cost bases for en route and terminal charges com-
ply with the requirements of Article 15(2) of the
service provision Regulation and with the provi-
sions set out in Article 22 of the Implementing
Regulation. For this purpose, the NSAs are to ex-
amine the relevant accounting documents, includ-
ing any asset book and other material relevant to
the establishment of the cost base for charges.
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Article 4(1) specifies the information which is to
be provided by the ANSP to the NSA, upon request
and without delay:

e Information about local conditions relevant to
the setting of national performance targets or
performance targets set at the level of func-
tional airspace block;

e Data for establishing the return on equity rate
for air navigation charges;

e Information about planned investments in the
five years following the date of the request,
showing the profile of planned expenditure
for new and existing investments during and
beyond the reference period and how major
investments contribute to performance in
each key performance area;

e Their business plan referred to in point
ATM/ANS.OR.D.005 of Annex Ill of the com-
mon requirements Regulation; and

e Data on cost bases and information on the al-
location of costs among en route and terminal
ANS (see sub-section 3.8 above), as well as
data on revenues from commercial activities
and the data on public funds received (see
sub-section 4.14 below).

In addition, Article 4(2) of the Implementing Reg-
ulation requires ANSPs to facilitate the activities
necessary for the purposes of the monitoring re-
ferred to in Article 37(1) carried out by or on be-
half of the competent NSAs in accordance with
the national law of the Member State of the au-
thority concerned, in particular by providing rele-
vant documents, data, information and oral expla-
nations upon request and, where the national law
of that Member State so permits and in accord-
ance with that national law, by giving access to rel-
evant premises, land or vehicles.



4

249

UNIT RATES

This section provides guidance on the calculation
of unit rates for en route and terminal charging
zones, including the adjustments and reporting re-
guirements associated with those unit rates.

Article 25(1) of the Regulation

Member States shall calculate the en route and
terminal unit rates before the start of each year of
the reference period.

Article 25(4) of the Regulation
Unit rates shall be calculated in national currency.

Where Member States decide to establish a
common charging zone in accordance with Article
21(4), the unit rate shall be calculated in a single
currency, which may be the euro or another
national currency of one of the Member States
concerned. The Member States concerned shall
notify the Commission and the CRCO of Eurocontrol
of the applicable currency.

Principles
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Unit rates shall be calculated annually, in national
currency, by Member States for each en route and
terminal charging zone in accordance with the
rules set out in Article 25 of the Implementing
Regulation. Unit rates are calculated and set be-
fore the start of each year of the reference period.
The timeline and procedure for the setting of unit
rates by Member States are outlined in Article
29(2) of the Implementing Regulation.

The unit rate calculation is done using the report-
ing tables contained in Annex IX of the Implement-
ing Regulation, i.e. Table 2 on Unit rate calculation
as well as Table 3 on Complementary information
on adjustments.

In case two or more Member States decide to es-
tablish a common charging zone as per Article
21(4), the applicable unit rate for this charging
zone shall be calculated in a single currency
agreed between the participating Member States
as required under Article 25(4) of the Implement-
ing Regulation. The chosen currency is to be noti-
fied to the Commission and to the CRCO, together
with the request to establish a common en route
or terminal charging zone, at least seven months
before the start of a reference period, or without
undue delay as regards a new common terminal
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charging zone established during the reference
period in accordance with Articles 21(1) and 21(5).

Components

253

254

255

256

In accordance with Article 25(2) of the Implement-
ing Regulation, the unit rate for a charging zone
for each calendar year is calculated on the basis of
the determined costs in nominal terms set in the
performance plan, adjusted in accordance with
the relevant carry-overs from previous years and
after the deduction of other revenues (as applica-
ble), and divided by the relevant service unit fore-
cast (i.e. traffic forecast) set in the performance
plan.

Where a Member State has not been able to
adopt a (final) performance plan by the beginning
of the reference period, due to the time needed
to complete the procedures for the assessment,
possible revision(s) and adoption of the perfor-
mance plans, Article 17(1) of the Implementing
Regulation stipulates that the “most recent ver-
sion” of the draft performance plan is applied on
a provisional basis.

It follows from this rule that until the adoption of
the final performance plan, unit rates are to be
calculated and set on the basis of the determined
costs and traffic forecasts contained in the most
recent version of the draft performance plan. This
“most recent version” should be understood as
the draft performance plan which is in force (and
has been submitted to the Commission) at the
time of setting the unit rate for year n in accord-
ance with Article 29(2)(b) of the Implementing
Regulation, i.e. by 1 November of year n-1.

Determined costs are adjusted for the purpose of
unit rate calculation in accordance with the fol-
lowing elements and mechanisms listed in Article
25(2) of the Implementing Regulation, which are
presented in detail in the following sub-sections:

e The inflation adjustment in accordance with
Article 26 (as listed in Article 25 (2)(b));

e The adjustments resulting from the applica-
tion of the traffic risk sharing mechanism in
accordance with Article 27(2) to (5) (as listed
ins Article 25 (2)(c));
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e The adjustments resulting from traffic varia-
tions, in accordance with Articles 27(8) and
27(9) (as listed in Article 25 (2)(g) and (h);

e The adjustments resulting from the applica-
tion of the cost risk sharing mechanism in ac-
cordance with Article 28(4) to (6) (as listed in
Article 25 (2)(d));

e The adjustments resulting from the applica-
tion of the financial incentive schemes in ac-
cordance with Article 11(3) and (4) (as listed
in Article 25 (2)(e));

e The adjustments resulting from the modula-
tion of air navigation charges in accordance
with Article 32 (as listed in Article 25 (2)(f));

e The deduction of other revenue, in accord-
ance with Article 25(3) (as listed in Article 25
(2)(0);

e Cross-financing between en route charging
zones, or between terminal charging zones, in
accordance with point (e) of Article 15(2) of
the service provision Regulation (as listed in
Article 25(2)(j));

e Adjustments for differences in revenue result-
ing from the temporary application of the unit
rate in accordance with Article 29(5) (as listed
in Article 25(2)(k));

e Adjustments for differences in revenue result-
ing from the temporary application of the unit
rate in accordance with Article 29(4) (as listed
in Article 25(2)(k)); and

e Adjustments relating to previous reference
periods® (as listed in Article 25(2)(1)).

Furthermore, a Member State may decide in ac-
cordance with Article 29(6) of the Implementing
Regulation to voluntarily set the unit rate at a level
lower than the unit rate calculated based on the
principles and adjustments mentioned above in
accordance with Article 25(2).

Inflation adjustment

This section outlines the rules for the inflation ad-
justment of unit rates foreseen under Article
25(2)(b) and Article 26 of the Implementing Regu-
lation.
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Article 26 of the Implementing Regulation

For each year of the reference period, the
determined costs included in the cost bases for en
route and terminal charges of year n expressed in
nominal terms shall be adjusted on the basis of the
difference in percentage between the actual
inflation index and the forecast inflation index for
that year n and included as an adjustment for the
calculation of the unit rate for year n+2.

The determined costs referred to in the third
subparagraph of Article 22(1), and the determined
costs referred to in points (c) and (d) of Article 22(4)
where historical cost accounting is applied, shall not
be subject to any inflation adjustment.

Principles
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The cost-efficiency targets set in the performance
plans as per point 4.1 of Section 2 of Annex | of the
Implementing Regulation, including the underly-
ing determined costs, are expressed in real terms
(i.e. based on the level of prices for a given year
and excluding subsequent inflation) to enable the
evaluation of performance over time (sub-section
3.1).

The determined costs included in the cost bases
for en route and terminal charges of year n ex-
pressed in nominal terms on the basis of a “fore-
cast inflation index” set in the performance plan.
In accordance with Article 2(11) of the Implement-
ing Regulation, the forecast inflation index is cal-
culated using as a basis the third year before the
start of a reference period and is computed by us-
ing the latest available inflation forecast of aver-
age Consumer Price Index percentage change
published by the International Monetary Fund for
the Member State concerned at the time of draft-
ing the performance plan. In case the percentage
change published by the International Monetary
Fund for a given year is negative, a zero value shall
be used.

The determined costs in nominal terms calculated
on the basis of the forecast inflation index are sub-
sequently annually adjusted, during the reference
period, on the basis of the difference in percent-
age between the actual inflation index and the
forecast inflation index for that year n. The result-
ing balance is included as an adjustment for the
calculation of the unit rate for year n+2. For a

8 To be understood as reference periods preceding RP3, i.e. the reference periods (RP1 and RP2) in respect of which Implementing Regula-
tion (EU) 2019/317 did not apply and for which the adjustments are not calculated on the basis of that Implementing Regulation.
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given year, it corresponds therefore to the cumu-
lative difference between the planned inflation for
the year (used for the establishment of the cost-
efficiency target in the performance plan) and the
actual inflation for the year.

According to Article 2(12), the “actual inflation in-
dex” is calculated using as a basis the third year
before the start of a reference period and com-
puted by using the actual inflation rate published
by the Commission in the Eurostat Harmonised In-
dex of Consumer Price for the State concerned in
April of year n+1. In case the percentage change
published by the Commission for a given year is
negative, a zero value shall be used.

The inflation adjustment is hence an automatic
adjustment set out in the Implementing Regula-
tion which ensures that the revenue of air naviga-
tion service providers follows the actual evolution
of prices measured through the Consumer Price
Index. It is applied on the determined costs with
the exception of the cost categories specified in
Article 26(2) of the Implementing Regulation, i.e.:

e The determined costs incurred by competent
authorities and qualified entities, as well as
those stemming from the Eurocontrol Inter-
national Convention relating to cooperation
for the safety of air navigation (referred to as
costs of NSAs as described in sub-section 3.3);
and

e The determined costs of depreciation costs
and cost of capital of the ANSPs (including
METSPs).

Adjustments

264

In accordance with Article 26, the inflation adjust-
ment calculated in respect of a given year n is
passed on to users through the unit rate in n+2.

Inflation adjustment

= Determined costs subject to inflation adjustment
x (actual inflation index /forecast inflation index -1)

265 The unit rate adjustments for inflation are pre-

sented in the reporting tables as defined in Annex
IX to the Implementing Regulation.

4.2 Traffic risk sharing adjustment

266 This section outlines the rules for adjustments of

unit rates relating to traffic risk sharing under
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Article 25(2)(c) and Article 27(1) to (5) of the Im-
plementing Regulation.

Principles

267 In accordance with the general principles speci-

fied in Articles 11(1) and 11(2) of the Implement-
ing Regulation, a traffic risk sharing mechanism is
established in Article 27 of the Implementing Reg-
ulation as an incentive scheme in the key perfor-
mance area of cost-efficiency. This mechanism de-
termines how surpluses and losses due to devia-
tions from the traffic forecast (expressed in ser-
vice units) established in the performance plan,
are shared between the ANSP(s) concerned and
airspace users during the reference period. It is
implemented at charging zone level.

Article 27(1) of the Implementing Regulation

In respect of the incentive schemes referred to in
Article 11(2), a traffic risk sharing mechanism shall
be applied. Under that mechanism, the risk of
revenue changes due to deviations from the service
unit forecast set out in the performance plan shall
be shared between air navigation service providers
and airspace users, in accordance with the
provisions of this Article.

Article 27(6) of the Implementing Regulation

The following determined costs shall not be subject
to the provisions of paragraphs 2 to 5:

(a) the determined costs established in
accordance with the third subparagraph of
Article 22(1);

(b) the determined costs for meteorological
services.

Article 27(7) of the Implementing Regulation

Member States may exempt from the application of
paragraphs 2 to 5 the determined costs of providers
of air navigation services which have received
permission to provide air navigation services
without certification, in accordance with Article 7(5)
of Regulation (EC) No 550/2004.

268 In order to determine the difference between the

forecasted and actual service units, Member
States have to use the actual figures at charging
zone level provided by the entity that is billing and
collecting charges, as specified in point 1.2 of An-
nex VIl of the Implementing Regulation. They are
advised to make use of the actual service units
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data reported by the CRCO in its annual “Report
on the operation of the route charges system”.
Any difference from these figures shall be duly jus-
tified in the additional information to the report-
ing tables in Annex VII.

The traffic risk sharing mechanism applies in re-
spect of the determined costs of ANSPs set out in
the performance plan for each calendar year.
Member States may however exempt from traffic
risk sharing the ANSPs which have the permission
to provide services without certification pursuant
to Article 7(5) of the service provision Regulation.
The determined costs referred to in Article 27(6)
of the Implementing Regulation, which include
the costs of NSAs, Eurocontrol and the costs of
MET service provision, are not subject to the traf-
fic risk sharing mechanism.

The determined costs which are not subject to
traffic risk sharing are subject to a traffic adjust-
ment in accordance with Article 27(8) of the Im-
plementing Regulation, which results in the traffic
risk being fully borne by airspace users in respect
of those cost categories (sub-section 4.3 for more
details on the related unit rate adjustments).

Furthermore, it is clarified in Article 27(9) of the
Implementing Regulation, that any adjustments
applied for the purpose of unit rate calculation in
accordance with Article 25(2) of the Implementing
Regulation shall not be subject to traffic risk shar-
ing.

Article 27(5) enables some flexibility for NSAs in
respect of the definition of the traffic risk sharing
arrangements applicable at local level over the
reference period. NSAs may either decide to apply
the default traffic risk sharing mechanism as de-
fined in the Implementing Regulation, or they may
decide to adapt certain default values of the traffic
risk sharing parameters, subject to the conditions
set out in Article 27(5) of the Implementing Regu-
lation as further explained below.

In accordance with the last sentence of the second
sub-paragraph of Article 29(5) of the Implement-
ing Regulation, the provisions of Article 27 regard-
ing the traffic risk sharing mechanism are to be ap-
plied only on the basis of the adopted final perfor-
mance plan and shall apply retroactively as from
the first day of the reference period.

Hence, the traffic risk sharing mechanism only
starts to produce financial effects once the final
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figures on determined costs and traffic forecasts
for their calculation have been set as part of the
final performance plan. The unit rate adjustments
stemming from traffic risk sharing are to be calcu-
lated and applied as soon as possible (in accord-
ance with the year n+2 rule outlined above) once
the final performance plan has been adopted.

Deadband
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It results from Article 27(2) of the Implementing
Regulation that the traffic risk sharing only starts
producing effects when the traffic deviation, i.e.
the difference between the actual recorded traffic
over a calendar year and the traffic forecast set in
the performance plan for that calendar year, ex-
ceeds a certain threshold (also commonly referred
to as “deadband”).

In accordance with Article 27(2) of the Implement-
ing Regulation, this threshold is set by default at a
level corresponding to a deviation of +2% be-
tween the actual number of recorded service
units and the traffic forecast. Member States are
allowed to modulate this percentage subject to
the conditions set in Article 27(5).

Hence, where the traffic deviation falls within the
deadband, the resulting additional revenue or the
resulting revenue loss is borne in full by the air
navigation service provider or providers con-
cerned. No carry-over and corresponding unit rate
adjustment is applied in that case.

Adjustments
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The traffic risk sharing mechanism, as applied in
respect of year n, produces effects through an ad-
justment of the unit rate for the charging zone
concerned in year n+2.

This unit rate adjustment will occur when the traf-

fic deviation over any calendar exceeds the +2%

threshold delineating the deadband referred to in
the previous sub-section. The amounts to be car-
ried over are calculated based on the following

rules pursuant to Article 27(3) and 27(4) of the Im-

plementing Regulation:

e 70% of additional revenue received for traffic
in excess of 2% and up to 10% of the service
unit forecast set in the performance plan is to
be returned to airspace users, whilst the ANSP
is able to recover 70% of the revenue loss in-
curred in excess of 2% and up to 10% of the
service unit forecast set in the performance
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plan. Member States are allowed to modulate
these percentages subject to the conditions
set in Article 27(5); and

e In respect of additional revenue or revenue
losses due to actual traffic deviating from the
service unit forecast set in the performance
plan by more than £10% (i.e. exceeding 110%
of the service unit forecast or being lower
than 90% of the service unit forecast), all ad-
ditional revenue gained beyond this limit is to
be passed on in full to airspace and any reve-
nue loss is to be fully recovered from airspace
users.

The figure below outlines the revenue loss in-
curred or the additional revenue retained by the
ANSPs and the airspace users (AUs) under the traf-
fic risk sharing mechanism depending on the dif-
ference between the traffic forecast and actual
traffic (in service units) under the default mecha-
nism.

However, Member States are allowed to adapt
the deadband and other values of the traffic risk
sharing mechanism as described in the sub-sec-
tion below.

In accordance with point 5.1 of Annex Il to the Im-
plementing Regulation, NSAs are required to spec-
ify in the performance plans the values of the traf-
fic risk sharing parameters (default or adapted)
that they have chosen to apply in respect of each
charging zone in the scope of the performance
plan.

The values of the traffic risk sharing parameters
and, in the event that the NSA has adapted the
values also the justifications provided for those
values are subject to review by the Commission in
the context of the assessment of the local draft
performance plans, as indicated in point 2.1 (e) of
Annex IV.
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Adaptation of traffic risk sharing parameters
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As laid out in Article 27(5), NSAs may adapt the
values of the following parameters of the traffic
risk sharing mechanism:

e The deadband (default +2%);

e The % loss to be recovered from airspace us-
ers between the deadband and the risk shar-
ing band of -10% (default 70%); and

e The % additional revenue to be returned to
users between the deadband and the risk
sharing band of +10% (default 70%).

As explained earlier, it should be noted the traffic
risk sharing parameters set out in Article 27(4),
which concern traffic deviations beyond 10% of
the service unit forecast, are not subject to any
possible adaptation.

When adapting the values of the parameters of
the traffic risk sharing mechanism, the national su-
pervisory authorities shall, as laid out in Article
27(5):

e Consult on the intended values the airspace
users' representatives and ANSPs concerned;

e Ensure that the resulting risk exposure of the
air navigation service providers is not lower
than the maximum revenue at risk under the
default mechanism; and

e Consider the variation of costs of capacity pro-
vision by the ANSP concerned due to variation
in traffic.

The adapted values shall be presented in the per-
formance plan as required under point 5(1)(b) of
Annex |l together with:

e Thejustification of the defined adapted values
of the traffic risk sharing parameters. In par-
ticular, the NSA should explain in the perfor-
mance plan how they have considered the
variation of the costs of capacity provision by
the ANSP concerned as a result of variations

100%
0% 0%
Max. 30%
<-10% 2% |+2% >+10%

0% risk for the ANSP. Min. 30% of deficit of be Default deadband of Max. 30% of surplus to 0% of revenue surplus
as revenue loss is borne by the ANSP and +/-2% with 100% risk be kept by the ANSP and is kept by the ANSP, as
100% recovered max. 70% to be recovered borne by the ANSP min. 70% to be returned 100% are returned to

from AUs from AUs to AUs AUs



in traffic, as required in Article 27(5)(c), and
include the conclusions of any relevant analy-
sis conducted by the NSA itself of by external
experts. As appropriate, related materials
should also be annexed to the performance
plan;

e The description of the consultation process of
airspace users and ANSPs on the setting of the
values of the traffic risk sharing parameters
and of the outcome of the consultation. This
information should be included in Section 1.3
of the performance plan (section on stake-
holder consultation); and

e The calculation of the risk exposure of the
ANSP resulting from the adjusted values for
traffic risk sharing. As point (b) of Article 27(5)
does not allow the risk exposure to be lower
than under the default traffic risk sharing pa-
rameters, the maximum risk exposure for any
given year shall not be lower than 4.4% of the
ANSP’s determined costs.

Details on traffic risk sharing in the performance plan
and in the reporting tables

288 In accordance with point 5.1 of Annex Il of the Im-
plementing Regulation, the parameters applied
for the calculation of the traffic risk sharing are to
be laid out in the performance plan. Details on the
traffic risk sharing adjustment are reported in the
reporting tables as defined in Annex IX to the Im-
plementing Regulation.

4.3  Traffic adjustments

289 This section outlines the rules for adjustments to
unit rates relating to the adjustment traffic risk
sharing under Article 25(2)(c) and Article 27(2) to
(5) of the Implementing Regulation.
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Article 27(8) of the Implementing Regulation

In respect of the determined costs referred to in
paragraph 6 and, if applicable, in paragraph 7, any
additional revenue in year n due to differences
between actual service units and the service unit
forecast included in the performance plan for that
year shall be passed on to airspace users, and any
revenue loss shall be recovered from airspace users,
through an adjustment of the unit rate in year n+2.

Article 27(9) of the Implementing Regulation

The adjustments to the unit rates referred to in
points (b), (c), (d), (e), (), (g), (h), (i), (j), (k) and () of
Article 25(2) shall not be subject to the provisions of
paragraphs 2 to 5. In respect of th'e adjustments
referred to in points (b), (c), (d), (e), (f), (g), (i), (j) and
(k) of Article 25(2), any additional revenue in year n
due to differences between actual service units and
the service wunit forecast included in the
performance plan for that year shall be passed on to
airspace users, and any revenue loss shall be
recovered from airspace users through an
adjustment of the unit rate in year n+2.

Principles

290 Forthose elements of the determined costs which
are not subject to traffic risk sharing adjustments
as described in sub-section 4.2, the traffic risk is
borne by airspace users, in accordance with Arti-
cle 27(8) of the Implementing Regulation. This is
also true for the adjustments to the determined
costs entering in the calculation of the unit rate,
as listed in Article 25(2) (b) to (1), which are subject
to the rules laid out in Article 27(9) of the Imple-
menting Regulation.

Adjustments referred to in Article 27(8)

291 Adjustments relating to traffic variations as estab-
lished in Article 27(8) of the Implementing Regu-
lation apply to the cost categories which are not
subject to the traffic risk sharing mechanism set
outin Article 27(2) to (5) of the Implementing Reg-
ulation. These are:

e The costs incurred by competent authorities,
qualified entities, and Eurocontrol, in accord-
ance with Article 27(6)(a);

e The costs of meteorological services, in ac-
cordance with Article 27(6)(b); and

e The costs associated with ANSPs not subject
to certification in accordance with Article 7(5)
of the service provision Regulation, where the
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Member State concerned has decided to ex-
empt such costs from traffic risk sharing pur-
suant to Article 27(7).

The determined costs not subject to traffic risk
sharing are subject to the following adjustments
relating to traffic variations in accordance with Ar-
ticle 27(8) of the Implementing Regulation:

e Any additional revenue in year n due to differ-
ences between actual service units and the
service unit forecast included in the perfor-
mance plan for that year shall be passed on to
airspace users, and any revenue loss shall be
recovered from airspace users; and

e The related unit rate adjustments shall be
made in year n+2.

It follows from Article 27(8) that the traffic risk
concerning the abovementioned cost items re-
ferred to in Articles 27(6) and 27(7) is fully borne
by airspace users.

In accordance with the last sentence of the second
sub-paragraph of Article 29(5), the provisions of
Article 27 of the Implementing Regulation regard-
ing the adjustments for traffic variations are to be
applied only on the basis of the adopted final per-
formance plan and shall apply retroactively as
from the first day of the reference period.

Hence, adjustments for traffic variations in ac-
cordance with Article 27(8) of the Implementing
Regulation produce financial effects only once the
final determined cost and traffic forecast figures
for their calculation have been set as part of the
final performance plan. The unit rate adjustments
stemming from Article 27(8) are to be calculated
and applied as soon as possible (in accordance
with the year n+2 rule outlined above) once the
final performance plan has been adopted.

Adjustments referred to in Article 27(9)
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Differences between the actual recorded traffic
over a calendar year and the traffic forecast set in
the performance plan for that calendar year also
entail that a negative or positive balance remains
in respect of carry-overs from previous calendar
years.

In accordance with Article 27(9) of the Implement-
ing Regulation, this balance is in turn carried over
to year n+2, where it will translate into a final unit
rate adjustment. No further carry-overs are to be
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applied in respect of any remaining balance result-
ing from traffic deviations in year n+2.

The mechanism set out under Article 27(9) is nec-
essary due to the fact the adjustments of the unit
rate in year n, which are based on the carry-overs
from previous years, is calculated ex ante on the
basis of a service unit forecast, whilst the actual
impact of those adjustments materialises ex post
on the basis of the actual service units recorded
over that calendar year.

In accordance with the last sentence of the second
sub-paragraph of Article 29(5), the provisions of
Article 27 of the Regulation regarding the adjust-
ments for traffic variations are to be applied only
on the basis of the adopted final performance plan
and shall apply retroactively as from the first day
of the reference period.

The adjustments under Article 27(9) do not apply
to carry-overs from previous reference periods.
Therefore, adjustments to unit rates originating
from the second reference period are calculated
and applied based on Implementing Regulation
(EU) 391/2013 and are not in the scope of Article
27(9) of Implementing Regulation (EU) 2019/317.
This means, in accordance with point 2.2. of Annex
IV of Implementing Regulation (EU) 391/2013 that
the over- or under-recoveries resulting from traf-
fic variation relating to RP2 adjustments will con-
tinue to be rolled over as long a balance remains
in respect of those adjustments (and not only
once as foreseen for RP3 and RP4 adjustments in
Article 27(9)) until those adjustments are fully set-
tled in respect of traffic variation.

It should also be noted that the adjustments un-
der 27(9) also do not apply to the reduction of the
unit rate as per Article 29(6) of the Implementing
Regulation, where no adjustment is made for the
difference between the actual and forecast traffic
for the related year (sub-section 4.15).

Details on the traffic adjustments are reported in
the reporting tables as defined in Annex IX to the
Implementing Regulation.



4.4  Cost risk sharing mechanism
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In accordance with the general principles speci-
fied in Articles 11(1) and 11(2), a cost risk sharing
mechanism is established in Article 28 of the Im-
plementing Regulation as an incentive scheme in
the key performance area of cost-efficiency.

Article 28(1) of the Implementing Regulation

In respect of the incentive schemes referred to in
Article 11(2), a cost risk sharing mechanism shall be
applied.

Under that mechanism, differences between
determined costs included in the performance plan
and actual costs shall be shared between air
navigation service providers and airspace users, in
accordance with the provisions of this Article.

The cost risk sharing mechanism is a fundamental
aspect of the SES performance and charging
scheme which determines how surpluses and
losses, due to differences between the deter-
mined costs set in the performance plan and ac-
tual costs recorded over the reference period, are
to be shared between the ANSPs (or Member
States) concerned and the airspace users. In re-
spect of certain cost items, the cost risk sharing
mechanism leads to carry-overs and related unit
rate adjustments during the reference period con-
cerned and/or the subsequent reference pe-
riod(s).

The cost risk sharing mechanism constitutes a
means to incentivise ANSPs or Member States to
properly manage their costs during a reference
period. The underlying prerequisite is that the
ANSP concerned has taken reasonable and identi-
fiable steps to control its costs in an appropriate
manner not only in respect of the establishment
of the cost base included in the performance plan,
but also proactively during the reference period.
As such, the cost risk sharing mechanism is im-
portant in ensuring the achievement of efficiency
gains in the key performance area of cost-effi-
ciency.

As stipulated under Recital 34 of the Implement-
ing Regulation, ANSPs should bear the cost risk
with regard to differences between determined
and actual costs, except for a limited number of
cost items subject to specific requirements. As
such, a distinction should be made, in accordance
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with Article 28 of that Implementing Regulation,
between the general cost risk sharing principles
and specific provisions relating to the sharing of
cost risk between ANSPs and airspace users. These
are further detailed in the following sub-sections.

General cost risk sharing principles
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Article 28(2) of the Implementing Regulation

The differences referred to in paragraph 1 shall be
shared as follows:

(a) where, over the whole reference period, actual
costs fall below the determined costs, the air
navigation service

provider or the Member State concerned shall retain
in full the resulting difference;

(b) where, over the whole reference period, actual
costs exceed the determined costs, the air
navigation service provider or Member State
concerned shall cover in full the resulting difference.

The general principles governing cost risk sharing
are stipulated in Article 28(1) and 28(2) of the Im-
plementing Regulation. Those rules concern pri-
marily the differences between determined and
actual costs in respect of staff costs (with the ex-
ception of unforeseen changes in pension costs)
and other operating costs (with the exception of
unforeseen changes related to operating costs in-
curred for leasing of fixed assets). These cost cat-
egories are to be understood in accordance with
the provisions of Article 22(4) of the Implementing
Regulation.

For those cost categories, if actual costs are lower
than determined costs over the whole reference
period (or over any single calendar year), the ANSP
or Member State concerned shall retain in full the
resulting difference. Conversely, if actual costs ex-
ceed the determined costs over the whole refer-
ence period (or over any single calendar year), the
ANSP or Member State concerned shall cover in
full the resulting difference. ANSPs and Member
States hence fully bear the cost risk under this
general provision.



Specific cost risk sharing principles

Article 28(3) of the Implementing Regulation

Paragraph 2 does not apply if the differences
between determined costs and actual costs result
from at least one of the following changes:

(a) unforeseen changes in costs of new and existing
investments;

(b) unforeseen changes in costs referred to in the
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Costs resulting from unforeseen changes in
costs referred to in the third subparagraph of
Article 22(1) (Articles 28(3)(b) and 28(5));
Costs resulting from unforeseen and signifi-
cant changes in pension costs (Articles
28(3)(c) and 28(6));

Costs resulting from unforeseen and signifi-
cant changes in interest rates on loans (Arti-
cles 28(3)(d) and 28(6));

third subparagraph of Article 22(1); e Costs resulting from unforeseen and signifi-
cant changes in national taxation law (Articles
28(3)(e) and 28(6)); and

e Other unforeseeable new cost items not cov-
ered in the performance plan but required by
law (Article 28(3)(e) and 28(6)).

(c) unforeseen and significant changes in pension
costs established in accordance with Article 22(4)
resulting from unforeseeable changes in national
pensions law, pensions accounting law or
unforeseeable changes in  financial ~market
conditions, on the condition that such changes in
pension costs are outside the control of the air
navigation service provider and, in the case of cost
increases, that the air navigation service provider
has taken reasonable measures to manage cost
increases during the reference period;

310 As a result, the differences between determined
and actual costs listed above are carried over as
adjustments of unit rates under rules specified for
each cost category in the corresponding sub-sec-
tions below.

(d) Uﬁforesee” and significant Cha”99§ ’f_’ costs 311 Inaccordance with the last sentence of the second
resulting from unforeseeable changes in interest sub-paragraph of Article 29(5), these adjustments

rate; on /oan; tha_t f/n.ance CO,StS arising from. t,he stemming from the differences between deter-
provision of air navigation services, on the condition . .
mined and actual costs are to be applied only on

that such changes in costs are outside the control o
J / the basis of the adopted final performance plan

the air navigation service provider and, in the case ' )
of cost increases, that the air navigation service and shall apply retroactively as from the first day
of the reference period.

provider has taken reasonable measures to manage

cost increases during the reference period; 312 In accordance with point 3.3(h) of Annex Il of the

Implementing Regulation, the determined costs
relating to the above cost items have to be identi-
fied and categorised in the performance plan. Fur-
thermore, in accordance with the last sentence of
Article 28(3) of the Implementing Regulation, the
differences between determined and actual costs
for cost risk sharing purposes shall be identified
and explained annually in accordance with Annex
VIl and Annex IX of the Implementing Regulation.
The reporting tables (on costs and unit rates) con-
tained in these Annexes are filled out at entity and
charging zone level in the context of the annual
unit rate setting process set out under Article
29(2) of the Implementing Regulation. The cost
risk sharing adjustments are subject to consulta-
tion of airspace users’ representatives and to re-
view and verification by the NSA concerned in ac-
cordance with Article 28(7) of the Implementing
Regulation.

(e) unforeseen and significant changes in costs
resulting from unforeseeable changes in national
taxation law or other unforeseeable new cost items
not covered in the performance plan but required by
law.

The determined costs relating to the costs referred
to in this paragraph shall be identified and
categorised in the performance plan, in accordance
with point 3.3(h) of Annex II.

The differences between determined and actual
costs referred to in this paragraph shall be identified
and explained annually in accordance with Annex VI
and Annex IX.

309 Specific cost risk sharing provisions are set out in
Articles 28(4) to 28(6) of the Implementing Regu-
lation in respect of the following cost categories
referred to in Article 28(3) of the Implementing
Regulation:

e Costs resulting from unforeseen changes in 313 Article 28(3) of the Implementing Regulation re-
new and existing investments (Articles fers to differences between determined and ac-
28(3)(a) and 28(4)); tual costs resulting from “unforeseen” changes. In
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respect of the cost categories specified in Article
28(3)(c) to (e), specific cost risk sharing provisions
apply to changes that are both “unforeseen” and
“significant”, with the exception of the “unfore-
seeable new cost items not covered in the perfor-
mance plan but required by law” referred in Arti-
cle 28(3)(e) in respect of which no materiality
threshold is applied (i.e. there is no condition re-
lating to “significant” changes).

It is the role of the NSA to assess the effort made
by the ANSP concerned to mitigate differences re-
lating to the cost items covered under Article
28(3)(c) to (e), especially where those differences
are not material in terms of financial impacts.
Such requirements of proactive cost control and
risk management do not contradict the notion of
“unforeseen” and “significant” cost differences,
but should rather be regarded as a prerequisite
for it.

Accordingly, specific cost risk sharing provisions
may not be applied where a change resulting in a
difference between determined and actual costs
was foreseen at the time of drafting the perfor-
mance plan, or (for the cost categories concerned)
when this change is deemed insignificant follow-
ing verification by the NSA. In such cases, the gen-
eral principle applies, even in respect of the cost
categories referred to in Article 28(3).

For the purpose of clarity, NSAs are advised to
take into consideration the following definitions
associated with the specific cost risk sharing pro-
visions as applicable under Article 28(3) of the Im-
plementing Regulation:

e “Unforeseen” means an event, circumstance,
or an outcome that could not be anticipated
or predicted at the time of drawing up the
performance plan;

e “Significant” as a concept could induce sub-
jectivity in the assessment of the claim for the
application of specific risk sharing provisions
in respect of the cost categories specified un-
der Article 28(3)(c) to (e), namely the pension
costs, the cost of interest on loans and
changes in law. As such, when considering a
measure as “significant”, NSAs are advised to
take into account the following considera-
tions: (i) Materiality as regards the magnitude
of the change (i.e. using a relative threshold
such as a percentage of total costs or total
revenues). (ii) Objectivity (i.e. using an
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objective threshold such as interest costs to
determine a significant change in the interest
rates on loans). To ensure the fair treatment
of actual costs, after consultation with the re-
spective ANSP(s) and in line with their respon-
sibilities under Article 28(7), NSAs are advised
to consistently appraise and apply the qualifi-
cation as “significant” in respect of each cal-
endar year of the reference period; and

e “Changes in law” applies to changes in na-
tional pensions law and pensions accounting
law (Article 28(3)(c), and changes in national
taxation law or unforeseeable new legal re-
quirements or new legal obligations leading to
additional costs not foreseen in the perfor-
mance plan (Article 28(3)(e)). For the purpose
of this guidance material, a change in law en-
compasses all changes in legal acts as well as
obligations stemming from final rulings before
the competent courts at national or EU level,
irrespective of the nature of the actual field of
law. The underlying change in law should al-
ways be duly explained and substantiated by
the ANSP in order to enable NSAs to verify in
accordance with Article 28(7), that the speci-
fied changes in costs are eligible under Article
28(3)(e). Situations arising from the non-
adoption of expected legal measures, such as
a failure to implement national legislation en-
abling the redistribution of charges, do not
qualify as unforeseeable new cost items re-
quired by law. Only costs resulting from a new
legal obligation or a change in law, which was
not foreseeable at the time the performance
plan was established, may be considered un-
der Article 28(3)(e). The absence of legislative
action or failure of anticipated legal reform
does not constitute a qualifying event.

The following sections provide guidance material
as regards the application of the specific cost risk
sharing provisions for the various cost categories
referred to in Article 28(3) in conjunction with the
specific provisions for cost risk sharing as stipu-
lated in Article 28(4) to (6), provided that the dif-
ferences between determined and actual costs
were unforeseen and, where this is required, sig-
nificant.

In accordance with Articles 22(7), 23 and 28(7) of
the Implementing Regulation, the NSA is respon-
sible for checking the data and documentation re-
ceived from the ANSP concerned in terms of its



completeness and adequacy in respect of the cost
items referred to in Article 28(3) of the Imple-
menting Regulation. In case of incompleteness or
inaccuracies, the NSA should request clarifications
or additional information from the ANSP con-
cerned.

NSA report on the application of the cost risk sharing
mechanism
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Article 28(7) of the Implementing Regulation

National  supervisory authorities shall  verify
annually whether air navigation service providers
apply correctly the provisions of this Article.
National supervisory authorities shall draw up a
report by 1 September of year n+1 on the changes
in costs referred to in paragraph 3 which occurred
in year n. The report shall be subject to consultation
of airspace users' representatives.

National supervisory authorities shall also include in
the report which is due by 1 September of the year
following the final year of the reference period the
balance over the whole reference period in respect
of the unforeseen changes in the costs referred to in
points (a), (c), (d) and (e) of paragraph 3.

The Implementing Regulation requires NSAs to
draw up a report in year n+1 on the changes in
costs in year n referred to in Article 28(3). As pre-
sented above, these unforeseen costs are subject
to specific cost risk sharing principles and atten-
tion should therefore be given to verifying the un-
derlying circumstances and justifications for the
application of the risk sharing mechanism in re-
spect of the changes in cost concerned.

The NSAs shall verify that the report contains the
determined costs, as per the adopted perfor-
mance plan, per ANSP, per charging zone, and for
every year of the reference period. In the report
drawn up in year n+1, the NSAs shall fill in the ac-
tual costs related to year n, and the resulting ad-
justments to the unit rates, if any. The NSAs
should clearly indicate in the report whether the
unit rate adjustments are carried over to year n+2
or to the following reference period(s). The NSAs
shall ensure that the determined costs, actual
costs, and the adjustments to the unit rate and
their timing contained in the report are consistent
with the reporting tables that NSAs shall submit by
1 November of year n+1.

The report shall contain the assessment per-
formed by the NSA to verify that the ANSPs have
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correctly applied the provisions set out in Article
28(3) to 28(6). The information presented should
be sufficiently detailed to provide airspace users’
representatives with a comprehensible summary
of the assessment conducted by the NSA.

Further to this latter point, it should be high-
lighted that the consultation of airspace users on
the report to be drawn up by the NSA is a legal
requirement laid down in Article 28(7) of the Im-
plementing Regulation. The consultation on the
draft report could be organised as follows:

e NSAs may use the opportunity to present the
draft report for year n as part of the stake-
holder consultation meetings on the actual
costs of year n and the unit rates of year n+2
required in accordance with Article 24(3) and
30(1) of the Implementing Regulation;

e NSAs may decide to organise a dedicated
stakeholder consultation meeting (which may
be held online) to present the draft report and
invite stakeholders for feedback; and

e |f the organisation of a meeting is not possi-
ble, NSAs should ensure that the requirement
to consult stakeholders on the report can still
be met. This may be done by organising a writ-
ten consultation (e.g. dissemination of the
draft report for comments) to reflect stake-
holders’ views.

Following the consultation of relevant stakehold-
ers, NSAs should ensure that the final report also
reflects the points raised by stakeholders, e.g. in
the form of a summary of comments and clarifica-
tions provided by the NSAs.

In accordance with Article 28(7), the report shall
be completed by 1 September of year n+1. The re-
port can be submitted to the Commission through
the ESSKY platform which includes a specific sub-
mission category for the report. The Commission
will examine the information and justifications
provided in the reports. In case of inconsistencies
or missing information, the Member State con-
cerned may be contacted, possibly in advance of
the submission and adoption of the unit rates of
year n+2, to provide and/or correct the relevant
data.

Concerning the report to be submitted in the year
following the final year of the reference period
(i.e.in 2025 for RP3), NSAs shall include in this re-
port the balance over the whole reference period



in respect of the unforeseen changes in the costs
referred to in points (a), (c), (d) and (e) of Article
28(3).

4.5 Costs of new and existing investments
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According to Article 2(15) of the Implementing
Regulation, “new and existing investments”
means the acquisition, development, replace-
ment, upgrade or leasing of fixed assets where de-
preciation costs, cost of capital, or in the case of
leasing, operating costs, for that investment are
incurred during the reference period.

The concept of “new and existing investments”
entails that a distinction is made between “new”
and “existing” investments. As a general rule, ex-
isting investments should be understood to com-
prise assets which have already started generating
costs before the beginning of the reference pe-
riod, whilst new investments relate to assets
which are planned to start generating relevant
costs in the reference period concerned (i.e. RP4).
Generally, an investment should start generating
relevant costs (e.g. depreciation) as from the mo-
ment in which the acquired asset (or assets) en-
ters into operation. However, there might be
cases in which relevant costs are incurred already
during the pre-operational phase, in which the
specific asset is still under development (e.g. cost
of capital).

Principles
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As stipulated under Recital 35 of the Implement-
ing Regulation, ANSPs should not be allowed to
generate financial surpluses as a result of the can-
cellation or postponement of new and existing in-
vestments during a reference period. Accordingly,
Article 28(4) of the Implementing Regulation out-
lines specific provisions applied in respect of dif-
ferences between the determined and actual
costs of new and existing investments resulting
from unforeseen changes during the reference
period.

In particular, where the actual costs of new and
existing investments exceed the corresponding
determined costs over a year or a reference pe-
riod, NSAs are responsible for verifying the de-
tailed justifications provided by ANSPs and for au-
thorising any subsequent recovery of additional
costs from airspace users in accordance with the
provisions of Articles 28(4) and 28(7) of the
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Implementing Regulation. The NSAs may allow ad-
ditional costs to be recovered from airspace users
on the basis of a detailed justification provided by
the ANSP in particular as regards the need to in-
crease capacity and after consultation with air-
space users' representatives. The difference be-
tween actual and determined costs over a calen-
dar year or over the whole reference period that
may be recovered from airspace users cannot ex-
ceed 5%, and this should be assessed separately
per charging zone.

Where the actual costs of new and existing invest-
ments are below the corresponding determined
costs over a year or a reference period, the ANSP
concerned must reimburse the resulting differ-
ence to airspace users unless the NSA has decided
otherwise based on detailed justifications pro-
vided by the ANSP. NSAs are required to consult
airspace users on the abovementioned decisions
which they intend to take in application of Article
28(4).

Where multiple entities are subject to cost risk-
sharing within the same charging zone, the ap-
proach chosen for comparing actual and deter-
mined costs (whether annually or over the refer-
ence period) shall be uniform across all such enti-
ties.

The provisions set out in Article 28(3) of the Im-
plementing Regulation, which apply to the differ-
ences between the determined and actual costs of
new and existing investments, can only be applied
in respect of a cost of capital computed as a prod-
uct of the net book value of fixed assets and the
WACC rate, given that the net current assets
(which are part of the total asset base) are already
covered under Article 28(3)(d) and Article 28(6),
which regulate the differences in the costs of in-
terest rates on loans, shown in section 4.8 below.

When fixed assets are sold, the revenues from the

sales can sometimes exceed the book value of
these assets. In such case, the surplus (revenues
exceeding the book value) should be deducted as
‘other revenues’ in SES reporting tables.”

Adjustments

In accordance with Articles 28(4)(a) and 28(4)(b)
of the Implementing Regulation, Member States
have to apply one of the following two approaches
to carry over differences between determined
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costs and actual costs of new and existing invest-
ments:

e Member States may decide to implement Ar-
ticle 28(4) on the basis of an annual applica-
tion with unit rate adjustments to be applied
in year n+2; and

e Member States may also opt for an applica-
tion of Article 28(4) over the reference period.
In this case, the NSA are to apply the 5% limit
on possible additional costs to be charged to
airspace users on the difference between the
sum of total actual costs and the sum of total
determined costs over the whole reference
period. This means that any amount above
the 5% cap over the reference period has to
be excluded from the amount to be recovered
from airspace users in the following reference
period.

In accordance with the last sentence of the second
sub-paragraph of Article 29(5) of the Implement-
ing Regulation, the provisions of Article 28(4) are
to be applied only on the basis of the adopted final
performance plan and shall apply retroactively as
from the first day of the reference period.

Addition, cancellation, or replacement of major invest-
ments during a reference period
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In accordance with the last subparagraph of Arti-
cle 28(4), during a reference period, ANSPs may
submit requests to amend their investment plans
(as presented in the performance plans) through
the addition, cancellation, or replacement of ma-
jor investments. As outlined in the last sentence of
Article 28(4) and Recital 35 of the Implementing
Regulation, any changes to an ANSP’s major in-
vestment requires the provision of a detailed jus-
tification by the ANSP and is subject to the formal
approval of the NSA concerned, following the con-
sultation of airspace users.

Ahead of the submission of initial reporting tables
for the setting of unit rates, i.e. prior to 1* June of
each calendar year, NSAs are advised to query the
ANSPs in the scope of the performance plan as to
whether they intend to amend their major invest-
ments in accordance with the last subparagraph
of Article 28(4).

On the basis of the information received from the
ANSP concerned regarding any changes relating to
the major investments, the NSA shall initially
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complete the additional information requested
under point 2.2(e) of Annex VIl of the Implement-
ing Regulation. This information is to be provided
together with the reporting tables contained in
Annexes VIl and IX of the Implementing Regula-
tion as part of the initial unit rate submission for
year n, by 1°' June of n-1, in accordance with Arti-
cle 29(2)(a) of the Implementing Regulation. This
additional information should indicate the esti-
mated cost impact of the foreseen changes re-
lated to the major investments.

Following this initial step, the NSA should under-
take the process for the formal review and ap-
proval of the proposed changes.

To facilitate the NSA approval process, it is advised
that NSAs take into consideration the following in-
formation provided by ANSPs as regards the addi-
tion or replacement of major investments:

e Overview of the asset to be acquired, devel-
oped or replaced;

e Total value of the investment;

e Information on the benefit of the investment
for airspace users and on the results of the
consultation of airspace users’ representa-
tives;

e Indication of whether the investment relates
to new systems, overhaul of existing systems,
or for replacement purposes;

e Justification of the relevance of the invest-
ment with reference to the European ATM
Master Plan, and the common projects re-
ferred to in Article 15a of the service provision
Regulation; and

e Detail of synergies achieved at the level of
FABs, or through other cross-border coopera-
tion initiatives as appropriate, in particular in
terms of common infrastructure and common
procurement.

Additionally, it is advised that NSAs take into con-
sideration the following information from ANSPs
as regards the cancellation of major investments:

e QOverview of the investment to be cancelled;

e Total value of the investment to be cancelled;

e Reasons why the investment is to be can-
celled; and

e Potential effects of the cancellation of the in-
vestment on airspace users and on the ANSP’s
ability to achieve local performance targets.



342 Before deciding on the matter, the NSA should
consult airspace users on its draft conclusions, in-
cluding the rationale and analysis underlying its in-
tention to approve or reject the proposed
changes. It is advisable that this is done in a com-
bined manner in respect of all aspects concerning
Article 28(4) (i.e. both in respect of changes to ma-
jor investments and as regards the application of
carry-overs under Article 28(4)).

343 The NSA shall conclude this review process by Oc-
tober of year n-1 and shall publish its decision to-
gether with the reporting tables and additional in-
formation submitted for the setting of updated
unit rates, by 1°* November of year n-1. Depending
on the outcome, the decision of the NSA may also
entail changes, compared with the reporting ta-
bles submitted by 1 June, in respect of the calcu-
lation of the unit rate for year n. Those changes
should be clearly explained as part of the addi-
tional information submitted.

Details on cost of new and existing investments in the
performance plan and the reporting tables

344 NSAs are to present the assumptions used for es-
tablishing the costs of new and existing invest-
ments in detail in the performance plans.

345 In respect of actual costs and monitoring, NSAs
are to report, for each entity and for each cost
item, a description of the reported actual costs
and the difference between those costs and the
determined costs, for each year of the reference
period.

346 The adjustments relating to unforeseen changes
in costs of new and existing investments are pre-
sented in the reporting table of Annex IX to the
Implementing Regulation and have to be in line
with the NSA report on the application of the cost
risk sharing mechanism described in 4.4 above.

4.6 Costs of competent authorities, qualified
entities and Eurocontrol

Principles

347 The third subparagraph of Article 22(1) of the Im-
plementing Regulation refers to the possibility for
Member States to include in the cost bases for
charges:

e Determined costs of competent authorities
(e.g. NSAs);
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e Determined costs of the qualified entities re-
ferred to in Article 3 of the service provision
Regulation; and

e Determined costs stemming from the Euro-
control International Convention related to
the provision of ANS.

348 These costs are subject to specific cost risk sharing
provisions detailed in Article 28(5) of the Imple-
menting Regulation.

Adjustments

349 Article 28(5) prescribes that, if actual costs in year
n are lower than determined costs in year n, the
unit rate in year n+2 is adjusted such that the
Member State concerned reimburses the full re-
sulting difference to airspace users. Conversely, if
actual costs in year n are higher than determined
costsinyear n, the unit rate in year n+2 is adjusted
such that the Member State recovers the full re-
sulting difference from airspace users. Hence, the
cost risk is fully borne by airspace users in the case
of unforeseen changes in the cost categories de-
tailed in the third subparagraph of Article 22(1).

350 Inaccordance with the last sentence of the second
sub-paragraph of Article 29(5) of the Implement-
ing Regulation, the provisions of Article 28(5) are
to be applied only on the basis of the adopted final
performance plan and shall apply retroactively as
from the first day of the reference period.

Details on cost of competent authorities, qualified en-
tities and Eurocontrol in the performance plan and the
reporting tables

351 NSAs are to present the assumptions used for es-
tablishing the costs of competent authorities,
qualified entities and Eurocontrol in detail in the
performance plans.

352 In respect of actual costs and monitoring, NSAs
are to report, for each entity and for each cost
item, a description of the reported actual costs
and the difference between those costs and the
determined costs, for each year of the reference
period.

353 The related adjustments are presented in the re-
porting table of Annex IX to the Implementing
Regulation.



4.7 Pension costs

Principles

354

355

356

357

In accordance with Article 22(4) of the Implement-
ing Regulation, pension costs are comprised
within the category of staff costs. The second sub-
paragraph of Article 22(4) requires pension costs
to be calculated using prudent assumptions based
on the applicable pension scheme or on national
law, and for such assumptions to be separately
specified in the performance plan.

Two main types of pension schemes exist for AN-
SPs: “defined contributions pension scheme(s)”
and “defined benefits pension scheme(s)”, both of
which can be provided through the State, an inde-
pendent third-party pension fund, or via an occu-
pational pension organised by the ANSP. In some
instances, ANSPs may use more than one type of
pension scheme in different categories, as well as
make use of hybrid pension schemes.

As outlined in Recital 36 of the Implementing Reg-
ulation, it is recognised that, during a reference
period, an ANSP may encounter unforeseen and
significant changes in pension costs resulting from
unforeseeable changes in national pensions law,
pensions accounting law, and financial market
conditions. Those unforeseeable changes in appli-
cable legal provisions or financial conditions may
lead to significant deviations of actual pension
costs from the determined pension costs set out
in performance plans, in which case those cost dif-
ferences are to be passed on to airspace users
through adjustments in unit rates.

Numerous parameters influence an ANSP’s pen-
sion costs — for example, the level of salaries
within an ANSP. However, aside from unforeseen
and significant changes in national pensions law
and pensions accounting law, only variations in
pension costs resulting from unforeseen financial
market conditions qualify for the application of
the specific cost risk sharing provisions under Ar-
ticle 28(6) of the Implementing Regulation. This
relates to changes in market-related assumptions
that are considered relevant for the accounting of
pension costs (e.g. the discount rate, inflation
rate, return on assets). As a result, factors such as
staff numbers and benefits’ accrual rates cannot
be eligible for exemption from the generic cost
risk sharing provision unless they are directly
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attributed to changes in national pensions law
and/or pensions accounting law.

Furthermore, Article 28(3)(c) of the Implementing
Regulation prescribes that the specific cost risk
sharing provisions only apply on the condition that
the changes in pension costs are outside the con-
trol of the ANSP and, in case of pension cost in-
creases, that the ANSP concerned has taken “rea-
sonable measures” to address those cost in-
creases during the reference period. Accordingly,
only cost increases which cannot be managed or
mitigated by the ANSP through appropriate
measures can be charged to users.

Given this, NSAs should ensure that the justifica-
tions provided by ANSPs make a clear distinction
as regards differences arising from “controllable”
elements and differences arising from “uncontrol-
lable” elements. Furthermore, as a substantive re-
quirement under Article 28(3)(c), NSAs are ad-
vised to conduct a detailed assessment to deter-
mine whether the ANSP has taken reasonable
measures to manage cost increases during the ref-
erence period.

On this basis, as part of an NSA’s annual verifica-
tion activities in accordance with Article 28(7) of
the Implementing Regulation, NSAs are advised to
review the factors having led to the observed pen-
sion costs differences and, if necessary, weight
these factors to determine whether there is a de-
gree of controllability within each factor. Any
changes in national pensions law, pension ac-
counting law and market conditions, and their re-
lated impact on the ANSP pension costs should be
validated through an independent assessment,
with actuarial support, if necessary.

Furthermore, NSAs should identify any mitigation
actions available to the ANSP concerned to man-
age the cost risk and limit additional costs to be
recovered from users, where applicable. For ex-
ample, the NSA should take into account possible
additional amounts which the ANSP may be enti-
tled to recover through the inflation adjustment
(Article 26 of the Implementing Regulation) ap-
plied on the determined pension costs. It is rea-
sonable to expect that the ANSP concerned will
make use of any additional amount stemming
from the inflation adjustment on pension costs to
offset any pension cost increases which have been
incurred for the related calendar year. This also
ensures that airspace users are not over-charged
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for additional pension costs which have already
been either partially or fully compensated to the
ANSP concerned through the inflation adjustment
applied on pension costs.

The NSA assessment should be carried out based
on the supporting documentation provided by the
ANSP, which should be complemented as neces-
sary through further information and data re-
guested from the ANSP.

Adjustments

363

364

365

366

On the condition that ANSPs are able to demon-
strate that the difference between determined
and actual costs is attributed to the criteria set out
under Article 28(3)(c) of the Implementing Regu-
lation, the provision as detailed under Article
28(6) for sharing the cost risk associated with un-
foreseen and significant changes in pension costs
shall be applied.

As regards resulting unit rate adjustments, Article
28(6) prescribes that, if actual costs are less than
determined costs over a calendar year or over the
entire reference period, the ANSP or Member
State concerned shall reimburse the full resulting
difference to airspace users through a reduction
in the unit rate. Conversely, if actual costs are
higher than determined costs over a calendar year
or over the entire reference period, the ANSP or
Member State concerned may decide to recover
the full resulting difference from airspace users
through an increase in the unit rate.

Article 28(6)(a) further prescribes that Member
States have the discretion to decide whether the
adjustments to unit rates are calculated and ap-
plied on an annual basis, or whether they are cal-
culated over the whole reference period and then
carried over and spread over the following refer-
ence period. Member States may decide to spread
the carry-overs over the following two reference
periods if the amounts to be recovered would oth-
erwise impact the unit rate in a disproportionate
manner.

In accordance with the last sentence of the second
sub-paragraph of Article 29(5) of the Implement-
ing Regulation, the provisions of Article 28(6) are
to be applied only on the basis of the adopted final
performance plan and shall apply retroactively as
from the first day of the reference period.
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Details on pension costs in the performance plan and
the reporting tables

367

368

369

NSAs shall present the assumptions used for es-
tablishing the pension costs in detail in the perfor-
mance plans.

In respect of actual costs and monitoring, NSAs
are to report, for each entity and for each cost
item, a description of the reported actual costs
and the difference between those costs and the
determined costs, for each year of the reference
period.

The adjustments relating to unforeseen and signif-
icant changes in pension costs resulting from un-
foreseeable changes in national pensions law,
pensions accounting law or unforeseeable
changes in financial market conditions are pre-
sented in the reporting table of Annex IX to the
Implementing Regulation and have to be in line
with the NSA report on the application of the cost
risk sharing mechanism described in 4.4 above.

4.8 Costs from changes in interest rates on

loans

Principles

370

371

During a reference period, ANSPs can make use of
debt financing to support the operation or devel-
opment of activities relating to the provision of
ANS. This includes the use of debt-based funding
to finance investments in fixed assets, which is ac-
companied by an interest rate on debt(s), also
used to calculate the weighted average cost of
capital pre-tax rate and subsequently the cost of
capital of the ANSP.

As required under point 3.3(f) of Annex Il of the
Implementing Regulation, the performance plan
should provide a detailed overview of the loans
foreseen by the ANSP over the reference period,
as well as of the relevant interest rate assump-
tions associated with those loans. This infor-
mation should include in the description, at least
the following:

e Face value (original amount) of the loan as
stated in the loan contract;

e Date of subscription of the loan;

e  Maturity date of the loan;

e Type of loan (e.g. bank loan, bond, share-
holder loan); and



e Type of interest rate applicable to the loan
(e.g. fixed/variable rate).

372 Furthermore, for each loan and for each calendar

year of the reference period, the performance
plan should also provide details concerning:

e Remaining balance at the end of the financial
year;

e Interest rate payable; and

e Interestamount (planned cost of interest pay-
ments for the calendar year concerned).

373 The specific provisions set out in Article 28(6) of

the Implementing Regulation, which apply to dif-
ferences between the determined and actual
costs stemming from changes in interest rates,
can only be applied in respect of the share of the
debt financing the net current assets, given that
the costs of financing fixed assets is already cov-
ered under Article 28(3)(a) and Article 28(4) which
regulate the differences in the costs of new and
existing investments.

374 This is to ensure that differences between deter-

mined and actual costs associated with Article
28(3)(c) and (d) are only reported once so as to
avoid the double charging of airspace users. It is
the responsibility of the NSA, under Article 28(7),
to verify that no such double charging occurs and
to request adequate clarifications or corrections
where this is necessary to remedy any identified
inconsistencies.

375 The NSAis responsible for verifying that the differ-

ence between determined and actual costs re-
ported by the ANSP are outside of the control of
the ANSP and, in case of cost increases due to
higher than forecast interest rates, that the ANSP
concerned has taken reasonable measures to ad-
dress those cost increases during the reference
period. Only cost increases which cannot demon-
strably be managed or mitigated by the ANSP
through appropriate measures can be charged to
users.

376 The purpose of Article 28(3)(d) of the Implement-

ing Regulation is to address the cost balance re-
sulting from the differences between the interest
rate assumptions used in the performance plan
and the effectively incurred weighted average in-
terest rate on the loans subscribed by the ANSP in
relation to the provision of air navigation services.
For the purpose of calculating the cost differences
within the meaning of Article 28(3)(d), the NSAs
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shall use as a reference of the actual average in-
terest rate, the effectively incurred average
weighted interest rate on loans of the ANSP con-
cerned over the calendar year.

It is important to emphasise that any practice
which, for cost risk sharing purposes, consists of
adding a premium to the actual average weighted
interest rate of the ANSP concerned inevitably
leads to an over-compensation of that ANSP un-
der the cost risk sharing mechanism and is conse-
quently not in line with the Regulation.

Adjustments

378

379

Article 28(3)(d) of the Implementing Regulation
applies only for differences between determined
and actual costs which result from an “unfore-
seen” and “significant” change in costs resulting
from unforeseeable changes in interest rates on
loans, on the condition that such changes in costs
are outside the control of the ANSP and, in the
case of cost increases, that the ANSP has taken
reasonable measures to manage cost increases
during the reference period.

On this basis, when verifying whether an ANSP is
eligible to apply the specific cost risk sharing pro-
vision set out in Article 28(3)(d) and Article 28(6),
NSAs are advised to consider the following:

e The upper and lower bounds of the threshold
used for determining a significant change in
costs resulting from unforeseeable changes in
interest rates (e.g. % of total costs or reve-
nues). There is no predefined threshold for
determining the significance of interest rate
changes under the cost risk sharing mecha-
nism. Member States and their respective
NSA may set their own thresholds, provided
these thresholds are transparent, consistently
applied, and proportionate to the financial re-
alities of each MS and ANSP;

e The financial structure of the ANSP;

e The source and type of loans;

e Thereasons for the change that has occurred;

e Confirmation that the changes in costs result-
ing from unforeseeable changes in interest
rates were outside the control of the ANSP.
Accordingly, NSAs are reminded that any un-
foreseeable change in the size of debt or in
net current assets is under the direct control
of the ANSP and is thus not eligible for exemp-
tion from Article 28(2);



380

381

382

e Evidence that the ANSP had taken reasonable
measures to manage cost increases (if rele-
vant);

e Mitigation actions are in place within the
ANSP to manage future cost risk associated
with unforeseeable changes in the interest
rates on loans; and

e The conditions surrounding the time when
the loan was contracted. For example, if a loan
is applied for and a higher rate of interest is
incurred than planned, the ANSP will be re-
quired to justify this difference. It cannot
simply be assumed that the ANSP naturally ac-
cepted a higher interest rate without evi-
dence that it had looked for alternative
sources of funding, considered financial re-
structuring, or engaged in further negotiation
with the loan provider.

As regards resulting unit rate adjustments, Article
28(6) prescribes that, if actual costs are less than
determined costs over a calendar year or over the
entire reference period due to changes in interest
rates on loans, the ANSP or Member State con-
cerned shall reimburse the full resulting differ-
ence to airspace users through a reduction in the
unit rate. Conversely, if actual costs are higher
than determined costs over a calendar year or
over the entire reference period due to changes in
interest rates on loans, the ANSP or Member State
concerned may decide to recover the full resulting
difference from airspace users through an in-
crease in the unit rate.

Article 28(6)(a) further prescribes that Member
States have the discretion to decide whether the
adjustments to unit rates are calculated and ap-
plied on an annual basis, or whether they are cal-
culated over the whole reference period and then
carried over and spread over the following refer-
ence period. Member States may decide to spread
the carry-overs over the following two reference
periods if the amounts to be recovered would oth-
erwise impact the unit rate in a disproportionate
manner.

In accordance with the last sentence of the second
sub-paragraph of Article 29(5) of the Implement-
ing Regulation, the provisions of Article 28(6) are
to be applied only on the basis of the adopted final
performance plan and shall apply retroactively as
from the first day of the reference period.
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Details on interest on loans in the performance plan
and the reporting tables

383

384

385

NSAs are to present the assumptions used for es-
tablishing the average interest rate on loans in de-
tail in the performance plans.

In respect of actual costs and monitoring, NSAs
are to report, for each entity and for each cost
item, a description of the reported actual costs
and the difference between those costs and the
determined costs, for each year of the reference
period.

The adjustments relating to unforeseeable
changes in interest rates on loans are presented in
the reporting tables of Annex IX to the Implement-
ing Regulation (Tables 2 and 3) and have to be in
line with the NSA report on the application of the
cost risk sharing mechanism described in 4.4
above.

4.9  Costs resulting from unforeseeable changes

in national taxation law

Principles

386

387

388

Within the meaning of Article 28(3)(e) of the Im-
plementing Regulation, costs resulting from un-
foreseeable changes in national taxation law con-
cern all costs that result from unforeseen changes
in national taxation legislation. In particular, un-
foreseen changes could apply in the context of a
revision of the percentage of the value-added tax
(VAT) in the case of ANSPs subject to it, or unfore-
seen changes in the level of import duties, excises,
or payroll taxes (including social security contribu-
tions) paid by employers.

Corporate tax is not eligible as part of the deter-
mined and actual cost bases, as this relates to a
tax on the profit of the ANSP. Hence, no amounts
can be claimed in respect of changes in the corpo-
rate tax rate.

The application of Article 28(3)(e) should include
an assessment by the NSA to verify the content
and status of the law, its date of promulgation, as
well as the assumptions made at the time of the
drafting of the performance plan (e.g. the deter-
mined costs subject to an irrecoverable tax that
changed).



Adjustments

389

390

391

392

On the condition that ANSPs are able to demon-
strate that the difference between determined
and actual costs is attributable to the criteria set
out under Article 28(3)(e), the provision as de-
tailed under Article 28(6) of the Implementing
Regulation for sharing the cost risk associated
with unforeseen and significant changes in the na-
tional taxation law shall be applied.

As regards resulting unit rate adjustments, Article
28(6) prescribes that, if actual costs are less than
determined costs over a calendar year or over the
entire reference period, the ANSP or Member
State concerned shall reimburse the full resulting
difference to airspace users through a reduction
in the unit rate. Conversely, if actual costs are
higher than determined costs over a calendar year
or over the entire reference period, the ANSP or
Member State concerned may decide to recover
the full resulting difference from airspace users
through an increase in the unit rate.

Article 28(6)(a) further prescribes that Member
States have the discretion to decide whether the
adjustments to unit rates are calculated and ap-
plied on an annual basis, or whether they are cal-
culated over the whole reference period and then
carried over and spread over the following refer-
ence period. Member States may decide to spread
the carry-overs over the following two reference
periods if the amounts to be recovered would oth-
erwise impact the unit rate in a disproportionate
manner.

In accordance with the last sentence of the second
sub-paragraph of Article 29(5) of the Implement-
ing Regulation, the provisions of Article 28(6) of
that Implementing Regulation are to be applied
only on the basis of the adopted final performance
plan and shall apply retroactively as from the first
day of the reference period.

Details on changes in taxation law in the reporting ta-

bles

393

In respect of actual costs and monitoring, NSAs
are to report, for each entity and for each cost
item, a description of the reported actual costs
and the difference between those costs and the
determined costs, for each year of the reference
period.

394
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The adjustments relating to unforeseen and signif-
icant changes in costs resulting from unforeseea-
ble changes in national taxation law are presented
in the reporting tables (Tables 2 and 3) of Annex
IX to the Implementing Regulation and have to be
in line with the NSA report on the application of
the cost risk sharing mechanism described in 4.4
above.

4.10 New cost items not covered in the perfor-

395

396

mance plan but required by law

In principle, within the meaning of Article 28(3)(e)
of the Regulation, unforeseeable new costs items
required by law concern all costs that:

e Are required by a new legal obligation or a
change in law at domestic or European level;

e Were not covered in the scope of the perfor-
mance plan (i.e. unforeseeable); and

e Do not fall under the category of unforeseen
changes in national pensions law (Article
28(3)(c), pensions accounting law (Article
28(3)(c), or national taxation law (Article
28(3)(e)).

The term “unforeseeable new cost items” under
Article 28(3)(e) should be understood to cover
also financial liabilities deemed eligible and which
stem from legal proceedings which were still on-
going at the time of drawing up the performance
plan and in respect of which the outcome was not
yet known at that point in time. In respect of such
cases, NSAs are advised to wait that the proceed-
ings before the relevant courts have been closed
and that a final ruling on the matter has been is-
sued, thus providing clarity on any additional costs
incurred by the ANSP and their eligibility for recov-
ery under the SES charging scheme. Hence, such
costs can only be charged through the mechanism
set out under Article 28(3)(e) and 28(6) after they
have been confirmed by a final court ruling.

Principles

397

Article 28(3)(e) stipulates that the general risk
sharing provision detailed under Article 28(2) shall
not apply if differences between determined and
actual costs result from other unforeseeable new
cost items not covered in the performance plan
but required by law. Hence, in order to apply Arti-
cle 28(6), it is essential for the NSA to verify that
the cost items concerned were not already
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included in the determined costs set as part of the
performance plan.

Furthermore, the introduction of new cost items
under the category of new and existing invest-
ments) including for the purpose of implementing
the SESAR common projects, cannot be used as a
rationale for applying the specific risk sharing pro-
visions set out in Article 28(6) of the Implementing
Regulation. However, those changes fall in the
scope of differences between the determined and
actual costs of new and existing investments un-
der Article 28(4), as described above.

Where an indexation mechanism applies by law in
respect of the salaries of ANSP employees, the ex-
pected financial effect of that mechanism has to
be factored in as part of the assumptions underly-
ing the determined staff costs. Subsequently, the
ANSP bears during the reference period any dif-
ference between the determined and actual staff
costs resulting from such an indexation of salaries.
In the event of a higher or lower indexation of sal-
aries than assumed in the performance plan, the
related cost differences may not be carried over
through the cost risk sharing mechanism as they
do not result from changes in the legal framework
(except in the case where it is the parameters set
out in the legislation for the indexation of salaries
which are revised during the reference period). It
should be noted that the ANSP is however pro-
tected against the financial risk of unexpected
staff cost increases during the reference period as
a result of actual inflation being higher than fore-
casted in the performance plan, through the infla-
tion adjustment set out Article 26 of the Imple-
menting Regulation.

Adjustments

400

401

On the condition that the ANSP concerned is able
to demonstrate that the difference between the
determined and actual costs is attributable to the
changes referred to under Article 28(3)(e) of the
Implementing Regulation, the resulting unit rate
adjustments are to be established in accordance
with Article 28(6). Accordingly, any additional (ac-
tual) costs incurred by the ANSP which qualify un-
der Article 28(3)(e) may be recovered through an
increase in the unit rate.

Article 28(6)(a) further prescribes that Member
States have the discretion to decide whether the
adjustments to unit rates are calculated and
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applied on an annual basis, or whether they are
calculated over the whole reference period and
then carried over and spread over the following
reference period. Member States may decide to
spread the carry-overs over the following two ref-
erence periods if the amounts to be recovered
would otherwise impact the unit rate in a dispro-
portionate manner.

In accordance with the last sentence of the second
sub-paragraph of Article 29(5) of the Implement-
ing Regulation, the provisions of Article 28(6) of
that Implementing Regulation are to be applied
only on the basis of the adopted final performance
plan and shall apply retroactively as from the first
day of the reference period.

Details on new cost items required by law in the report-
ing tables

403

404

In respect of actual costs and monitoring, NSAs
are to report, for each entity and for each cost
item, a description of the reported (additional) ac-
tual costs due to new cost items not covered in
the performance plan but required by law, for
each year of the reference period.

The adjustments relating to the cost risk associ-
ated with unforeseeable new cost items not cov-
ered in the performance plan but required by law
are presented in the reporting tables (Tables 2 and
3) of Annex IX to the Implementing Regulation and
have to be in line with the NSA report on the ap-
plication of the cost risk sharing mechanism de-
scribed in 4.4 above.

Financial incentives

405

Article 25(2)(e) of the Implementing Regulation

Those rates shall be calculated by dividing the
forecast number of total en route or terminal service
units for the relevant year, calculated in accordance
with points 1 and 2 of Annex VIII respectively, into
the algebraic sum of the following elements:

(e) the adjustments resulting from the application of
the financial incentive schemes in accordance with
Article 11(3) and (4);

The adjustments referred to in Article 25(2)(e) of
the Implementing Regulation stemming from the
financial incentive schemes in the key perfor-
mance area of capacity and environment are
based on the detailed rules set out in Article 11(3)
and (4) of the Implementing Regulation.



Principles

406

407

408

409

Financial incentives in the capacity KPA are man-
datory pursuant to Article 11(3) of the Implement-
ing Regulation. Those incentives are linked with
the local capacity targets set for en route and ter-
minal services, expressed in average minutes of
ATFM delay per flight attributable to ANS. For the
purpose of calculating the financial advantages
and disadvantages resulting from the capacity in-
centive schemes, pivot values set annually by the
NS in accordance with point (c) of Article 11(3) of
the Implementing Regulation, are used. Those
pivot values are either equal to the capacity per-
formance targets or modulated in accordance
with point 1 of Annex Xlll of the Implementing
Regulation, following consultation with airspace
users and air navigation service providers.

Their impact of the capacity incentive scheme es-
tablished in the performance plan for en route
and, where applicable, terminal services, has to be
‘material’ in terms of the revenue at risk —in order
for incentives to be effective in terms of driving
the desired outcomes, it is necessary that they
have a potentially significant financial impact on
the incentivised entity (i.e. the ANSP). The Regula-
tion specifies that the maximum level of potential
bonuses shall not exceed the maximum level of
potential penalties and shall not exceed 2% of the
determined costs of any given year. The Commis-
sion has indicated in its Decisions on RP3 perfor-
mance plans that a maximum financial disad-
vantage equal or higher than 1% of determined
costs is necessary for ensuring a material impact
of any incentive scheme on the revenue at risk in
accordance with the Implementing Regulation.

The financial incentives also have to be “propor-
tionate to the level of ATFM delay” — this entails
that the level of bonuses and penalties stemming
from the incentive schemes ought to be commen-
surate with the actual performance of the ANSP
concerned in terms of ATFM delay as compared
with the applicable pivot values set by the NSA,
which are the values used for the purpose of cal-
culating the financial advantages or disad-
vantages. A tolerance margin is also defined as
part of the incentive scheme as a “symmetric
range” applied around the pivot value applicable
for each year.

Furthermore, Member States are allowed to intro-
duce financial incentives in the KPA of
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environment or for the achievement of the addi-
tional performance targets referred to in Article
10(3) of the Implementing Regulation, provided
that they are effective and proportional. Those in-
centive schemes should be applied in addition to
and independently from the mandatory incentive
scheme on the capacity targets. The aggregated
financial advantage or financial disadvantage from
those additional incentive schemes shall not ex-
ceed 2 % and 4 % of the determined costs of any
given year. The setting of additional incentives is
governed by Article 11(4) of the Implementing
Regulation.

All incentive schemes applied pursuant to Article
11(3) of the Implementing Regulation and, where
applicable, Article 11(4) of the Implementing Reg-
ulation have to be presented in the performance
plan in accordance with the requirements of point
5.2 of Annex Il of the Implementing Regulation
and duly consulted with all stakeholders in accord-
ance with Article 10(4) of the Implementing Regu-
lation.

In accordance with point 2.1 (f) of Annex IV of the
Implementing Regulation, the incentive scheme
or schemes, referred to in Article 11 are subject to
review by the Commission as part of the assess-
ment of the performance plans and targets at na-
tional and FAB level.

Further details on the establishment of the incen-
tive schemes in accordance with Article 11 and of
the related numerical parameters are provided in
the PRB “Guidance Material for the Development
of Draft RP4 Performance Plans”.

Adjustments

413

414

Articles 11(3)(e) and 11(3)(f) of the Implementing
Regulation refer to point 2 of Annex XIIl where the
calculation of the financial advantages and disad-
vantages, i.e. the unit rate adjustment in year n+2,
is detailed.

For en route air navigation services, the financial
advantage (when ATFM delay is lower than the
pivot value and beyond the range) shall be calcu-
lated as a percentage of the determined costs of
year n and recovered from airspace users. This re-
covery occurs through an increase of the unit rate
in year n+2. The amount of the financial ad-
vantage to be charged shall be calculated from the
lower bound of the symmetric range up to the



alert threshold, following a linear function of the
determined costs in year n.°

415 For en route air navigation services, the financial
disadvantage (when ATFM delay is higher than the
pivot value and beyond the range) shall be calcu-
lated as a percentage of the determined costs of
year n and reimbursed to airspace users. This re-
imbursement occurs through a reduction of the
unit rate in year n+2. The amount of the financial
disadvantage to be deducted shall be calculated
from the upper bound of the symmetric range up
to the alert threshold, following a linear function
of the determined costs in year n.

416 For terminal air navigation services, the financial
advantage (when arrival ATFM delay is lower than
the pivot value and beyond the symmetric range)
shall be calculated as a percentage of the deter-
mined costs of year n and recovered from airspace
users. This recovery occurs through an increase of
the unit rate in year n+2. The percentage of the
determined costs shall follow a smooth sliding
scale, from the lower bound of the symmetric
range down to 50% of the pivot value.

417 For terminal air navigation services, the financial
disadvantage (when arrival ATFM delay is higher
than the pivot value and beyond the range) shall
be calculated as a percentage of the determined
costs of year n and reimbursed to airspace users.
This reimbursement occurs through a reduction of
the unit rate in year n+2. The percentage of the
determined costs shall follow a smooth sliding
scale, from the upper bound of the symmetric
range up to 150% of the pivot value.

Details on financial incentives in the performance plan,
for the monitoring and in the reporting tables

418 NSAs shall present the incentive schemes estab-
lished in accordance with Article 11 in detail in the
performance plans.

419 In accordance with the last paragraph of Article
11(3)(c), the NSAs shall inform the Commission
about the pivot values annually. This notification
of annual pivot values is to be made for the follow-
ing year n at the latest by the 20 December of year
n-1, together with the setting of the unit rate for
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year n as per Article 29(2)(c), by using the tem-
plate in Annex Ill of this document.©

420 Details on the financial incentives are reported in
the reporting tables as defined in Annex IX to the
Implementing Regulation.

4.11 Adjustments relating to the modulation of
charges

421 This section provides an overview of the adjust-
ments stemming from the modulation of charges
and guidance on the underlying principles.

Article 32 of the Implementing Regulation

1. Member States may, on a non-discriminatory and
transparent basis, modulate air navigation charges
for airspace users to:

(a) optimise the use of air navigation services;
(b) reduce the environmental impact of flying;

(c) reduce the level of congestion of the network in
a specific area or on a specific route at specific
times.

(d) accelerate the deployment of SESAR ATM
capabilities in anticipation of the time period set out
in the common projects referred to in Article 15a(3)
of Regulation (EC) No 550/2004, in particular with a
view to giving incentives to equip aircraft with
systems included in those common projects.

Member States shall ensure that modulation of
charges in respect of points (a) to (c) of this
paragraph does not result in any overall change in
annual revenue for the air navigation service
provider compared to the situation where charges
would not have been modulated. Over- or under
recoveries shall result in an adjustment of the unit
rate in year n+2.

2. Modulation of air navigation charges shall be
applied in respect of the en route charge or the
terminal charge, or both.

Before the application of the modulation of charges,
Member States shall consult airspace users'
representatives and air navigation service providers
concerned on such intended modulation.

422 The provisions of Article 32 of the Implementing
Regulation allow for the modulation of ANS

9 As defined in point (b)(iii) of Article 9(4) of the Regulation as the variation of the reference values as a result of the seasonal updates of the
Network Operations Plan in comparison to the reference values from the latest version of the Network Operations Plan available at the time

of drawing up the performance plan.

10 A word version of the template is available for download on the EU Single Sky Performance website.



charges as means to progress objectives such as
greater efficiency in the use of ANS services, envi-
ronmental performance, and the acceleration in
deployment of SESAR ATM capabilities.

Principles

423

424

Article 32(1) of the Implementing Regulation al-
lows Member States to modulate ANS charges for
airspace users for the following purposes:

e Optimised use of ANS (Article 32(1)(a)): This
could entail for example modulation for the
purpose of supporting the implementation of
procedures and technology enabling an opti-
mal use of available air navigation services,
such as datalink to enhance communication
between pilots and air traffic controllers;

e Reducing the environmental impact of flying
(Article 32(1)(b)): This could comprise modu-
lated charges in order to encourage airspace
users to support improvements in climate and
environmental performance, including the
use of the most fuel-efficient available rout-
ing, increased use of alternative clean propul-
sion technologies or initiatives to reduce air
and noise pollution;

e Reducing the level of congestion of the net-
work in a specific area or on a specific route at
specific times (Article 32(1)(c)). Modulation
could be set up to foster optimised flight op-
erations through the favouring or avoidance
by airspace users of specific volumes of air-
space, routes or time windows; and

e Accelerate the deployment of SESAR ATM ca-
pabilities (Article 32(1)(d)): This provision en-
ables Member States to incentivise airspace
users, through modulated air navigation
charges, to invest in equipage of their fleets
with the relevant ATM functionalities (AF) in-
cluded in SESAR common projects.

One of the challenges related to the abovemen-
tioned SESAR functionalities is that the benefits
for airspace users only materialise once a critical
level of deployment is reached. It could be argued
that airspace users may have an incentive to in-
vest in equipping their aircraft only once a high
level of deployment has been achieved to maxim-
ise their own benefits. In turn, this behaviour
could theoretically delay the time by which de-
ployment is achieved even further. In this context,
modulation can play a role to create an additional

425

426
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incentive for airlines to invest and equip aircraft
with the required onboard equipment.

For a modulation scheme to create incentives and
be effective, it should be set in a way that is pro-
portionate to the cost incurred by airspace users
when altering their behaviour. In this context, the
term cost can be understood in different ways, for
example (in respect of accelerating the deploy-
ment by airspace users of SESAR common pro-
jects):

e The cost of upgrading aircraft with onboard
equipment;

e The additional cost of capital of advancing an
investment in equipage otherwise made at a
later stage; and

e The cost for failing to adequately invest in due
time.

The SESAR Deployment Manager provides guid-
ance on the costs and benefits for ATM stakehold-
ers from the deployment of each ATM functional-
ity in the Deployment Programme. These costs
and benefits need to be evaluated by Member
States to better understand to what extent air-
lines have an economic incentive to invest in
onboard equipment. Depending on the cost of the
equipment, the expected benefit and the lead
time until the desired network effects fully mate-
rialise, the modulation of ANS charges can be a
tool to close the gap between the costs and bene-
fit in the shorter term.

Adjustment of unit rates and revenue neutrality

427

428

According to the second subparagraph of Article
32(1) of the Implementing Regulation, the modu-
lation of ANS charges in respect of points (a) to (c)
of Article 32(1) must be defined in such a way that
it does not result over time in any overall change
in the revenue of ANSPs compared to a situation
where ANS charges would not have been modu-
lated. This requires that modulated “lower” user
charges are compensated by “higher” user
charges paid by another group of airspace users,
and vice versa.

Where it decides to apply a modulation scheme,
the Member State concerned is responsible for
determining the modulation criteria and the sub-
sequent modulation values. For example, this
could be based on a cost benefit analysis per-
formed by the Member State or NSA to estimate
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the local benefits for each ATM (sub-) functional-
ity expressed per flight, and subsequently ex-
pressed in monetary terms.

For the purpose of ensuring revenue neutrality for
the ANSP(s) concerned, the balance (either an
over- or under-recovery) of the modulation mech-
anisms under points (a) to (c) of Article 32(1) in
year n shall be carried over and shall result in an
adjustment of the applicable en route or terminal
unit rate in year n+2, in accordance with Article
25(2)(f) and the second subparagraph of Article
32(1) of the Implementing Regulation.

It should be noted that revenue neutrality (and
the related unit rate adjustments) are not re-
quired in respect of modulation under point (d) of
Article 32(1), namely where modulation serves
the purpose of accelerating the deployment of
SESAR ATM capabilities. Accordingly, when Article
32(1)(d) applies, any related over- and under-re-
coveries in year n do not need to be carried over
into year n+2.

Stakeholder consultation

431

According to the second subparagraph of Article
32(2) of the Implementing Regulation, Member
States shall consult with airspace users and ANSPs
prior to the implementation of a modulation
scheme. The consultation process should seek
feedback on the relevance and effectiveness of
the intended modulation scheme, and on the es-
timated impact on airspace users and ANSPs. The
consultation should be initiated by a written de-
scription of the scheme which the NSA distributes
to airspace users and ANSPs, including:

e A description of the modulation scheme, the
charging zone(s) concerned as well as the cri-
teria and/or thresholds by which the modula-
tion is applied;

e Underlying rationale of introducing the mod-
ulation scheme, including explanations as re-
gards how modulated ANS charges help to
achieve the desired outcome and as regards
the duration of the scheme;

e Description of the financial and operational
impact on airspace users. It should be demon-
strated that the scheme is non-discriminatory,
for example with respect to domestic carriers
versus foreign carriers;

e Description of the financial and operational
impact on ANSPs; and
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e |f the modulation scheme is related to the de-
ployment of SESAR ATM capabilities, an esti-
mate of modulated charges over several years
should be provided, showing the expected
evolution of modulated ANS charges as de-
ployment increases over time.

Details on the modulation of charges in the reporting
tables

432

Data on the unit rate adjustments deriving from
the modulation of ANS charges shall be included
as part of the reporting tables (Tables 2 and 3) in
Annex IX of the Implementing Regulation submit-
ted in accordance with Article 29(2) as part of the
annual unit rate setting process.

4.12 Deduction of other revenue in accordance
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with Article 25(3)

This section outlines the rules for the deduction of
other revenue under Article 25(2)(i) and Article
25(3) of the Implementing Regulation.

Article 25(3) of the Implementing Regulation

For the purpose of point (i) of paragraph 2, the
following revenues of air navigation service
providers obtained in year n shall be deducted from
the determined costs as “other revenue”:

(a) public funds obtained from public authorities,
including financial support from Union assistance
programmes;

(b) revenue obtained from commercial activities,
where the Member State or Member States
concerned have decided that those revenues are to
be deducted;

(c) with regard to terminal air navigation services,
revenue obtained from contracts or agreements
concluded between air navigation service providers
and airport operators, where the Member State or
Member States concerned have decided that those
revenues are to be deducted.

The charging scheme for air navigation services
laid down in the service provision Regulation is
based on the ‘user pays’ principle, which entails
that the costs incurred for the air navigation ser-
vices are charged to airspace users and that the
charges have to be proportionate to the costs.

However, pursuant to Articles 20(1) and 20(2) of
the Implementing Regulation, Member States
may decide to finance a part of the determined
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costs by ‘other revenue’ of the air navigation ser-
vice providers as defined under Article 25(3) and
subject to the conditions set out in that Article.

Three categories of other revenue are identified in
Article 25(3):

e Public funds obtained from public authorities,
including financial support from Union assis-
tance programmes;

e Revenue obtained from commercial activities,
where the Member State or Member States
concerned have decided that those revenues
are to be deducted; and

e With regard to terminal air navigation ser-
vices, revenue obtained from contracts or
agreements concluded between air naviga-
tion service providers and airport operators,
where the Member State or Member States
concerned have decided that those revenues
are to be deducted.

When other revenue is used to fund the provision
of air navigation services, this entails a reduction
of the unit rate charged to airspace users. The de-
duction of other revenue from determined costs
for the purpose of the unit rate calculation is reg-
ulated by Articles 25(2)(i) and Article 25(3) of the
Implementing Regulation.

Member States may also decide to reduce a unit
rate voluntarily pursuant to Article 29(6) of the Im-
plementing Regulation, but this provision is only
applied in respect of sources of revenue which are
not already covered by the provisions laid down in
Article 25(3). More detailed guidance material on
the application of Article 29(6) is provided in sub-
section 4.13.

Public funds obtained from public authorities

439
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Pursuant to Article 25(3)(a) of the Implementing
Regulation, financial support awarded to ANSPs in
the form of public grants must be deducted from
the relevant unit rate(s) in order to avoid that air-
space users are charged for costs which are al-
ready financed through public funds.

This concerns funds received by an ANSP from the
national or EU budget for the purpose of a specific
project (e.g. the purchase and deployment of a
fixed asset allocated to one or several charging
zones) should deduct the sum received from the
unit rate(s) of the charging zone(s) concerned. In
this respect, Article 25(3)(a) specifies that
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financial support from Union assistance pro-
grammes shall be deducted as “other revenue”.
This includes funds granted by the Connecting Eu-
rope Facility, the Cohesion Fund and Horizon Eu-
rope.

In accordance with Article 25(3) of the Implement-
ing Regulation, the costs of air navigation services
or facilities funded through public funds are not to
be charged to airspace users. This also applies in
respect of costs covered by revenue obtained by
the ANSP from the Member State for the purpose
of directly financing the provision of air traffic ser-
vices in a given charging zone, providing that this
revenue is granted in the form of direct operating
aid for air traffic service provision for the calendar
year and charging zone concerned.

Special rules are set out in the second sub-para-
graph of Article 25(3) of the Implementing Regu-
lation and apply regarding the unit rate adjust-
ments resulting from the deduction of other reve-
nue in the form of financial support from public
authorities awarded for any given year. In this re-
spect, amounts to be deducted are differentiated
depending on the nature of the costs that they
cover between operating costs and investment
costs. The applicable rules are as follows:

e When public funding covers staff costs and
other operating costs within the meaning of
Article 22(4) of the Implementing Regulation,
the deduction of the related amounts shall oc-
cur at the latest in year n+2 following the re-
ceipt of the related grant; and

e When public funding covers depreciation
costs within the meaning of Article 22(4), the
public funds received shall be deducted ac-
cording to the depreciation schedule of the fi-
nanced asset. Accordingly, the deduction of
the related amounts shall follow the same lin-
ear depreciation duration and annuity as the
relevant depreciation costs incurred in ac-
cordance with the fourth subparagraph of Ar-
ticle 22(4) and as reflected in the performance
plan. In the event that a fixed asset is written
off, any remaining balance of public funding
should be deducted as other revenue during
the final year of operation of the asset, irre-
spective of its initial depreciation schedule.

Pursuant to the second sub-paragraph of Article
25(3), where the Member State concerned so de-
cides, the ANSP(s) concerned may retain (and
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hence not deduct as part of the unit rate calcula-
tion) the share of public funding that relates to ad-
ministrative costs incurred due to reporting obli-
gations related to the grant (e.g. reporting to
CINEA for CEF grants), provided that those costs
were not initially planned and therefore already
included as determined costs in the cost base. In
practice, this provision may apply for example
when the ANSP procures services from an external
contractor in respect of the reporting tasks on a
funded project, and the contract for the procure-
ment of those services was not foreseen in the
cost base set out in the performance plan.

However, the abovementioned administrative
costs referred to in the second sub-paragraph of
Article 25(3) of the Implementing Regulation only
relate to the reporting requirements concerning
funded projects. Accordingly, costs incurred for
the development of applications or proposals for
the obtention of public grants are by definition not
covered in this context.

The amounts retained in respect of administrative
costs should be reported, based on transparent
methodology and for each charging zone sepa-
rately, through Table 4 of Annex IX of the Imple-
menting Regulation. The related amounts should
be reported across the entire duration of the pro-
ject and should reflect the reporting cycle and re-
quirements as stipulated in the relevant Grant
Agreement.

NSAs are responsible for verifying that airspace
users are not charged for any costs which are al-
ready covered by public funds. Should an ANSP re-
ceive grants for activities or projects which were
not planned or foreseen at the time of drafting the
performance plan for the reference period con-
cerned, the Member State concerned may decide
not to apply a deduction of those public funds
from determined costs for the purpose of the unit
rate calculation. However, this should be under-
stood and interpreted restrictively, as follows:

e |t should first be considered whether the re-
guirements set out in Article 28(4), concern-
ing the costs of new and existing investments
(including major investments), enable the
possibility for the additional costs of the un-
foreseen investment to be recovered from
airspace users. If this is the case and those
costs are indeed recovered pursuant to Article
28(4), any public funding granted to finance
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the investment concerned has to deducted in
accordance with the principles set out in Arti-
cle 25(3);

e The ANSP and the Member State concerned
should provide, together with the reporting
tables for unit rate setting, a detailed justifica-
tion including information on the project con-
cerned, the amount of allocated public fund-
ing, as well as an explanation as to why the
project and its related costs were not fore-
seen as part of the performance plan and
could not be covered under Article 28(4); and

Revenue obtained from commercial activities or from
contracts or agreements between ANSPs and airport
operators
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Within the performance and charging scheme,
ANSPs are regulated entities subject to economic
regulation and charging principles. The regulated
cost bases are those covered by the performance
plans. Nonetheless, ANSPs have the possibility to
provide other services on a commercial basis and
under competitive conditions. Where this is the
case, Article 12(3) of the service provision Regula-
tion requires ANSPs to maintain separate and con-
solidated accounts for activities within and out-
side of the scope of the regulated ANS activities,
as if these activities were treated as separate un-
dertakings. Accordingly, ANSPs are forbidden to
cross-finance commercial activities with revenues
from the regulated part of their business.

This principle is also expressly stipulated in Article
20(3) of the Implementing Regulation, which stip-
ulates that “Revenues derived from en route
charges or terminal charges shall not be used to
finance commercial activities of air navigation ser-
vice providers”. NSAs are therefore required to
verify that commercial activities of the ANSP are
not supported financially through the services
provided and regulated under the SES perfor-
mance and charging scheme.

Without prejudice to the aforementioned princi-
ples, points (b) and (c) of Article 25(3) of the Im-
plementing Regulation allow an ANSP, subject to
authorisation by the Member State concerned, to
voluntarily use revenues obtained from commer-
cial activities (i.e. non-ANS related services) or
from contracts for the provision of terminal ANS
under market conditions, in order to finance ser-
vices provided under the regulated part of their
business. Should this be the case, revenues from



commercial activities and revenues obtained from
contracts or agreements between ANSPs and air-
port operators for the provision of terminal ANS
are to be deducted from the unit rate no later
than in year n+2, year n being the year when the
revenue was generated.

Details on other revenues in the reporting tables

450 Details on the amounts deducted as other reve-

nues are to be included as part of the reporting
table in Annex IX of the Implementing Regulation
for the annual unit rate setting process, in accord-
ance with Article 29(2) of the Implementing Regu-
lation.

4.13 Voluntary unit rate reduction in accordance

451

452

with Article 29(6)

Article 29(6) of the Implementing Regulation

By derogation from Article 25(2), Member States
may decide to set the unit rate referred to in
paragraph 1 at a level lower than the unit rate
calculated in accordance with Article 25(2). In that
case, they shall include that lower unit rate in the
reporting tables on unit rates calculation in
accordance with the template of Table 2 of Annex
IX. The resulting difference in revenues shall not be
recovered from airspace users.

Article 29(6) of the Implementing Regulation al-
lows Member States to voluntarily reduce the unit
rate charged to users for a given year and charging
zone.

Contrarily to the deduction of other revenues ex-
plained in sub-section 4.12, which leads to a re-
duction of the determined costs for the purpose
of the unit rate calculation in accordance with Ar-
ticle 25(2), the voluntary reduction of the unit rate
under Article 29(6) is applied as a one-off discount
of the unit rate calculated in accordance with Ar-
ticle 25(2). This has two consequences:

e Article 29(6) only applies after the deduction
of other revenues in accordance with Articles
25(2)(i) and 25(3). In other words, where de-
termined costs are covered by “other reve-
nue” within the meaning of Article 25(3) of
the Implementing Regulation, those legal pro-
visions (i.e. not Article 29(6)) have to be ap-
plied for the purpose of reducing the unit rate
charged to users. Accordingly, ANSPs and
Member States may only apply the provisions
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of Article 29(6) of the Implementing Regula-
tion in circumstances which do not fall within
the scope of Article 25(3); and

e The loss of revenue relating to the application
of a lower unit rate under Article 29(6) for a
given year is only known ex-post and corre-
sponds to the reduction of the unit rate mul-
tiplied by the actual service units, which can
be higher or lower than expected at the time
of setting the unit rate. However, unlike the
other revenues which are subject to a traffic
adjustment, no subsequent traffic adjustment
is to be made for over- or under-recoveries in
respect of the application of Article 29(6).

453 Article 29(6) could be applied for example in the

following circumstances (non-exhaustive list):

e The ANSP has received an equity capital injec-
tion from its shareholder(s) or has gained ad-
ditional equity in the form of retained earn-
ings (surpluses) from air navigation service
provision in previous financial years. The ANSP
then decides to make use of its equity capital
for the purpose of voluntarily reducing the
unit rate charged to airspace users, provided
that the Member State concerned has ac-
cepted that the unit rate is to be reduced ac-
cordingly pursuant to Article 29(6) of the Im-
plementing Regulation. The ANSP has full dis-
cretion on how to make use of its equity re-
serves for this purpose, subject to agreement
with the Member State concerned on the
magnitude and timing (calendar year or years)
of applied unit rate reductions; and

e The Member State has decided, during the
reference period, not to recover from air-
space users determined costs which were ini-
tially established in the performance plan in
respect of competent authorities and/or qual-
ified entities, and/or determined costs stem-
ming from Eurocontrol. In that case, the
Member State has to finance those deter-
mined costs through other means. The Mem-
ber State has full discretion on defining the re-
lated amounts not to be recovered from air-
space users and the timing (calendar year or
years) of the related unit rate reduction ap-
plied under Article 29(6).

454 Furthermore, Member States should be mindful

of relevant EU law provisions pertaining to State
aid. In its judgment in Case T-818/14 (BSCA), the
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European Court of Justice (General Court) ruled in
January 2018 that, whilst air traffic services are
not activities of an economic nature and therefore
not subject to EU Treaty rules on competition,
other air navigation services (CNS, AlS, MET) are
on the contrary regarded as economic activities.

Member States are reminded that they must en-
sure compliance with EU state aid provisions in re-
spect of any financial assistance that they provide
to ANSPs.

Details on the application of Article 29(6) in the report-
ing tables

456

When a Member State decides to voluntarily re-
duce the unit rate in application of Article 29(6) of
the Implementing Regulation, it should ensure
that such deductions are presented in a transpar-
ent manner in the reporting table (Table 2) in An-
nex IX of the Implementing Regulation for the an-
nual unit rate setting process in accordance with
Article 29(2) of the Implementing Regulation,
which should present:

e The reduction of the unit rate for the relevant
year(s); and

e |nformation on the application of a lower unit
rate under Article 29(6) than the unit rate cal-
culated in accordance with Article 25(2) and
the means to finance the resulting difference
in revenue.
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4.14 Cross-financing between en route or be-

tween terminal charging zones

457 This section outlines the principles of cross-financ-
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ing between en route charging zones or between
terminal charging zones and provides guidance on
related reporting requirements.

Article 15(2)(e) of the service provision Regulation

The following principles shall be applied when
establishing the cost-base for charges:

(e) Cross-subsidy shall not be allowed between en-
route services and terminal services. Costs that
pertain to both terminal services and en-route
services shall be allocated in a proportional way
between en-route services and terminal services on
the basis of a transparent methodology. Cross-
subsidy shall be allowed between different air
navigation services in either one of those two
categories only when justified for objective reasons,
subject to clear identification;

Article 25(2) of the Implementing Regulation, point
()

Those rates shall be calculated by dividing the
forecast number of total en route or terminal service
units for the relevant year, calculated in accordance
with points 1 and 2 of Annex VIl respectively, into
the algebraic sum of the following elements:

(j) cross-financing between en route charging
zones, or between terminal charging zones, in
accordance with point (e) of Article 15(2) of
Regulation (EC) No 550/2004,

Member States may decide to apply cross-financ-
ing between two or several en route charging
zones or between two or several terminal charg-
ing zones under their responsibility in accordance
with Article 25(2)(j) of the Implementing Regula-
tion, which is applied in the form of adjustments
to unit rates.

Cross-financing is only allowed between en route
charging zones or between terminal charging
zones; accordingly, no cross-financing is allowed
between the two types of charging zones. This ful-
fils the requirements of a “cross-subsidy” in the
sense of Article 15(2)(e) of the service provision
Regulation. The terms "cross-financing” and
“cross-subsidy” should thus be regarded as syno-
nyms.

All the charging zones concerned should have a
cost base established and monitored in accord-
ance with the Implementing Regulation in order to
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be eligible for cross-financing. Any cross-financing
arrangement should be consistent and ensure
that no double charging to airspace users of the
same costs can occur.

Furthermore, it is important to note that services
under market conditions or ANS provided outside
of the scope of the performance plan may not be
cross-financed by regulated services which are in
the scope of the performance and charging
scheme.

462 Cross-financing and the resulting adjustments of
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the unit rate have to be applied in a transparent
manner to ensure alignment with point (e) of Ar-
ticle 15(2) of the service provision Regulation.

Where a Member State decides to apply “cross-
financing” as laid down in Article 25(2)(j) of the Im-
plementing Regulation, this results in adjustments
of the unit rates of year n for the en route charging
zones or for the terminal charging zones con-
cerned. Concretely, an amount is transferred from
one charging zone (leading to an increased unit
rate in that charging zone) to another charging
zone (leading to a lower unit rate in that charging
zone).

In this respect, point 2(a) of Annex Xl of the Im-
plementing Regulation highlights cross-financing
between terminal charging zones (where applica-
ble) as an essential element for the consultation
on the transparency of unit rates.

Details on cross-subsidies in the performance plan and
the reporting tables
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When a Member State decides to apply cross-sub-
sidies between en route charging zones or be-
tween terminal charging zones, it has to provide
in the performance plan a description of the
methodology used for allocating costs between
the charging zones concerned, as per point 2.1 (a)
of Annex VII, as well as the description and ra-
tionale for the establishment of the different
charging zones, in particular with regard to termi-
nal charging zones and potential cross-subsidies
between charging zones, as per point 4(a) of An-
nex IX (sub-section 2.1).

In addition, as part of the annual unit rate setting
process in accordance with Article 29(2) of the Im-
plementing Regulation, it must ensure that cross-
subsidies are reported in a transparent manner in
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the reporting tables in Annex IX of the Implement-
ing Regulation, including in respect of :

e The amounts of cross-financing to/from other
charging zone(s) relating to the year, charging
zone(s) and entity(ies) concerned and the
year in which these amounts will be carried
out for the calculation of the unit rate;

e A clear identification of the arrangements
concerned and justifications stating objective
reasons as required under point 4(a) of Annex
IX of the Implementing Regulation. The infor-
mation provided should include the identifica-
tion of the type of air navigation services con-
cerned as well as quantified data for each ser-
vice as regards the amounts allocated to
cross-financing; and

e |n addition to the disclosure of amounts de-
ducted from or allocated to services within
each charging zone, a comprehensive descrip-
tion and rationale for the amounts should be
provided.

4.15 Adjustments for differences in revenue re-

sulting from the temporary application of a
unit rate

467 This section outlines the principles related to ad-

justments for differences in revenue resulting
from the temporary application of a unit rate as
described under Articles 29(3) to 29(5) and pro-
vides practical guidance material on related re-
porting requirements.



Article 29(3) of the Implementing Regulation, sec-
ond paragraph

Where the Commission finds that a unit rate does
not comply with the requirements set out in Article
25(2), it shall notify the Member State concerned
and invite it to submit a revised unit rate.

Article 29(4) of the Implementing Regulation, first
paragraph

Where, as a consequence of the time needed to
complete the procedure referred to in paragraph 3,
a unit rate for year n is revised after the start of the
year to which it relates and such revision causes a
difference in revenues, the unit rate shall be
adjusted

Article 29(5) of the Implementing Regulation, first
paragraph

If Member States have not adopted a performance
plan before the start of the reference period, or
where the performance plan is revised in
accordance with Article 18 during the reference
period, the unit rates shall, where necessary, be
recalculated and applied as soon as possible on the
basis of the adopted performance plan or adopted
revised performance plan.

Principles

468 An adjustment for the retroactive application of a

unit rate for a given year is necessary when the
unit rate applied for that year differs from that re-
sulting from the related cost-efficiency target in
the adopted performance plan and compliant
with Article 25(2) of the Implementing Regulation.

469 Such situation may occur:

e Under Article 29(5), when a performance plan
is adopted in accordance with points (a) and
(b) of Article 16 after the beginning of a refer-
ence period,;

e Under Article 29(5), when a performance plan
is adopted in accordance with point (c) of Ar-
ticle 16 during a reference period; and

e Under Article 29(4), when the Commission
finds that a unit rate does not comply with the
requirements set out in Article 25(2).
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start of the reference period as a consequence of
the time needed to complete the procedures set
out in Articles 14 and 15, the most recent version
of the draft performance plan submitted by the
Member State is to be applied on a provisional ba-
sis until the final performance plan is adopted in
accordance with points (a) and (b) of Articles 16.

Article 29(5) of the Implementing Regulation, sec-
ond subparagraph

Where a performance plan is adopted after the start
of the reference period, any difference in revenue
due to the application of the unit rate or unit rates
calculated on the basis of the draft performance
plan, instead of the unit rate or unit rates calculated
on the basis of the adopted performance plan, shall
result in a first adjustment of the unit rate in the
year following the adoption of the performance
plan and a final adjustment of the unit rate two
years after that year. The provisions of Articles 27
and 28 shall be applied on the basis of the adopted
performance plan and shall apply retroactively as
from the first day of the reference period.

It follows from this rule that, until the Commission
has adopted a decision on the consistency of a
draft performance and the Member State con-
cerned has consequently adopted a final perfor-
mance plan in accordance with points (a) and (b)
of Articles 16, each unit rate for the charging
zones concerned is calculated and set based on
the determined costs and traffic forecast con-
tained in the most recent version of the draft per-
formance planin force at the time it is established.

This “most recent version” refers to the draft per-
formance plan which is in force at the time of es-
tablishing the unit rate for year n in accordance
with Article 29(2)(b), i.e. by 1 November of year n-
1. To be considered in force, a draft performance
plan or revised draft performance plan must have
been duly adopted by the Member State or Mem-
ber States concerned and must have been for-
mally submitted to the Commission for assess-
ment.

Article 17(2) of the Implementing Regulation sets
out that, when a final performance plan is
adopted after the beginning of a reference period,

the performance targets in the key performance
area of cost-efficiency contained in that final per-
formance plan shall apply retroactively through
adjustments of the unit rates in accordance with
Article 29(5).

Article 29(5) - Performance plans adopted in accord-
ance with points (a) and (b) of Article 16

470 Article 17(1) of the Implementing Regulation stip-
ulates that, when a Member State has not been
able to adopt a final performance plan before the



Adjustments
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For any year when the unit rate charged to air-
space users (“applied unit rate”) differs from that
calculated on the basis of the final adopted per-
formance plan (“recalculated unit rate”) in a given
charging zone, the difference in revenue resulting
from the difference between the applied unit rate
and the recalculated unit rate is carried-over to
subsequent calendar years, in accordance with
the principles set out in Article 29(5).

The concept of “difference in revenue” should be
understood as the difference between:

e The actual revenue collected over the calen-
dar year based on the “applied unit rate”, i.e.
the number of actual service units for year n
multiplied by the applied unit rate for year n;
and

e The actual revenue that would have been col-
lected over the calendar year should the “re-
calculated unit rate” have been applied, i.e.
the number of actual service units for year n
multiplied by the recalculated unit rate for
year n.

In accordance with the second paragraph of Arti-
cle 29(5), the difference in revenue shall result in
a first adjustment of the unit rate in the year fol-
lowing the adoption of the final performance plan
and a final adjustment of the unit rate two years
after that year.

The “first unit rate adjustment” to be applied in
the year following the adoption of the perfor-
mance plan (in year n+1) reflects:

e The total aggregated difference in revenue re-
sulting from the application of the temporarily
applied unit rate(s) instead of the recalculated
final unit rate(s) for the calendar years for
which the actual service units are available to
compute the actual difference in revenue;
and

e An estimated difference in revenue, for the
calendar year(s) for which the preliminary unit
rate has already been established on the basis
of point (c) of Article 29(2) but the actual ser-
vice units are not yet available. This concerns
the year of adoption of the final performance
plan (n) and if applicable, the following year
(n+1).

478

65/84

The “final unit rate adjustment” to be applied in
(n+3) should reflect the difference between the
actual revenue difference for the year of adoption
of the final performance plan computed on the
basis of the actual service units and the estimated
difference included in the “first unit rate adjust-
ment”.

Article 29(5) - Performance plans revised during a ref-
erence period pursuant to Article 18
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In accordance with Article 18(1) of the Implement-
ing Regulation, Member States may request a re-
vision of their respective performance plans and
targets during the reference period subject to spe-
cific conditions. Where the Commission approves
the requested revision, the Member State adopts
in accordance with Article 16(c) of the Implement-
ing Regulation a revised performance plan con-
taining the revised performance targets approved
by the Commission.

Article 29(5) of the Implementing Regulation, third
subparagraph

Where a performance plan is revised during the
reference period in accordance with Article 18, any
difference in revenue due to the application of the
unit rate or unit rates calculated on the basis of the
adopted performance plan, instead of the unit rate
or unit rates calculated on the basis of the adopted
revised performance plan, shall result in a first
adjustment of the unit rate in the year following the
adoption of the revised performance plan and a
final adjustment of the unit rate two years after that
year. The provisions of Articles 27 and 28 shall be
applied on the basis of the adopted revised
performance plan and shall apply retroactively as
from the first day of the year to which the revised
performance plan applies.

Article 18(2) of the Implementing Regulation stip-
ulates that such revised performance targets shall
not apply retroactively. Hence, requests for revi-
sion may not concern targets relating to any cal-
endar year which has already ended.

However, for the year of submission of the revi-
sion of the targets (year n) and, if applicable for
the following year (year n+1), for which the pre-
liminary unit rate has already been established
based on point (c) of Article 29(2) of the Imple-
menting Regulation, the provisions of the third
subparagraph of Article 29(5) apply.
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Indeed, due to the time foreseen for the assess-
ment of the Member State’s request for revision,
the adoption of a revised performance plan may
take place during the year of submission (n) or in
the following year (n+1).

Adjustments
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Accordingly, where a performance plan is revised
during the reference period in accordance with
Article 18, any difference in revenue due to the
application of the unit rate or unit rates calculated
on the basis of the performance plan adopted pre-
viously in accordance with points (a) or (b) of Arti-
cle 16, instead of the unit rate or unit rates calcu-
lated on the basis of the adopted revised perfor-
mance plan in accordance with point (c) of Article
16, shall result in a first adjustment of the unit rate
in the year following the adoption of the revised
performance plan and a final adjustment of the
unit rate two years after that year.

The “first unit rate adjustment” to be applied in
the year following the adoption of the revised per-
formance plan (in year n+1) reflects an estimated
difference in revenue, for the calendar year(s) for
which the preliminary unit rate has already been
established on the basis of point (c) of Article 29(2)
but the actual service units are not yet available.
This concerns the year of adoption of the revised
performance plan (n) and if applicable, the follow-
ing year (n+1), as explained above.

The “final unit rate adjustment” to be applied in
(n+3) should reflect the difference between the
actual revenue difference resulting from the revi-
sion of the targets computed on the basis of the
actual service units and the estimated difference
included in the “first unit rate adjustment”.

Article 29(4) - Unit rate revised to comply with Article
25(2)

486

487

The annual setting of unit rates for each charging
zone concerned follows a specific procedure to
ensure a transparent approach. Article 29(2) de-
scribes the initial submission, the possible update,
the final submission and the formal setting of unit
rates. Accordingly, this process is finalised through
the setting of unit rates for each charging zone by
20 December of year n-1.

In accordance with Article 29(3) of the Implement-
ing Regulation, the Commission is required to
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Article 29(4) of the Implementing Regulation

Where, as a consequence of the time needed to
complete the procedure referred to in paragraph 3,
a unit rate for year n is revised after the start of the
year to which it relates and such revision causes a
difference in revenues, the unit rate shall be
adjusted as follows:

a) a first adjustment of the unit rate in the year
following the revision of the unit rate, and

b) a final adjustment of the unit rate two years
after that year.

verify the compliance of unit rates with the re-
quirements contained in Article 25(2).

Where a unit rate is deemed non-compliant by the
Commission, the Member State in question is in-
vited to submit a revised unit rate.

Where the revision of the unit rate occurs during
the calendar year to which the unit rate applies,
Article 29(4) of the Implementing Regulation sets
out a retroactive application of the revised unit
rate from the beginning of that calendar year
through future unit rate adjustments.

Adjustments
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Where a unit rate for year n is revised after the
beginning of that year and such revision causes a
difference in revenues, this results in a first adjust-
ment of the unit rate in year n+1, and a final ad-
justment in year n+3.

The concept of “difference in revenue” should be
understood as the difference between:

e The actual revenue collected from the begin-
ning of the calendar year to which it relates
based on the “temporarily applied unit rate”,
i.e. the number of actual service units for year
n multiplied by the applied unit rate for year
n; and

e The actual revenue that would have been col-
lected over the same period should the “recal-
culated unit rate” have been applied, i.e. the
number of actual service units for year n mul-
tiplied by the recalculated unit rate for year n.

Accordingly, the “first unit rate adjustment” in ac-
cordance with Article 29(4)(a) to be applied in the
year following the revision of the unit rate reflects
the total difference in revenue resulting from the
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application of the temporarily applied unit rate in-
stead of the recalculated final unit rate.

The “final unit rate adjustment” in accordance
with Article 29(4)(b) should be understood to re-
fer to the unit rate adjustment set out in Article
27(9) in respect of the balance of the initial carry-
over due to traffic variations (“traffic risk shar-

ing”).

Details on the retroactive application of unit rates in
the reporting tables
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The computation and carry-overs related to the
retroactive application of the unit rate should be
reported in a transparent manner as part of the
reporting tables and additional information in An-
nex IX of the Implementing Regulation for the an-
nual unit rate setting process, in accordance with
Article 29(2) of the Implementing Regulation.

Although the adjustments in accordance with Ar-
ticle 29(4) are not expressly listed in Article 25(2),
the reporting of such adjustments is still required
to ensure compliance with the Implementing Reg-
ulation.

4.16 Adjustments deriving from previous refer-
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ence periods

This section provides an outline of adjustments
stemming from previous reference periods.

In accordance with Article 25(2)(l), adjustments to
the unit rate of year n also comprise carry-overs
from previous reference periods, to be under-
stood as the reference periods preceding the ap-
plication of the Implementing Regulation (namely,
RP1 and RP2). Those adjustments are calculated
and applied in accordance with the relevant im-
plementing acts for the reference period con-
cerned, i.e. Commission Regulation (EC)
1794/2006 (as amended by Commission Regula-
tion (EC) 1191/2010) for RP1 and Commission Im-
plementing Regulation (EU) 391/2013 for RP2.

Outstanding carry-overs from RP1 and RP2 should
normally have all been allocated to unit rates ap-
plicable by the end of RP3. An exception to this re-
lates to the traffic adjustment on adjustments
stemming from previous RPs. Indeed, the over- or
under-recoveries resulting from traffic variation
relating to RP1 and RP2 adjustments will continue
to be rolled over as long as a balance remains in
respect of those adjustments (and not only once
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as foreseen in Article 27(9)) until those adjust-
ments are fully settled in respect of traffic varia-
tion. The amounts concerned, if any, are however
insignificant in respect of RP4 unit rates.

The adjustments stemming from RP3 are those
spelled out in Article 25(2) (a) to (k) of the Imple-
menting Regulation and are therefore not consid-
ered as ‘adjustments deriving from previous refer-
ence periods’, within the meaning of that Imple-
menting Regulation.

It should be noted that Article 5(4) of the excep-
tional measures Regulation introduced (in re-
sponse to the impact of the COVID-19 pandemic)
a derogation from the basic rule set out in the sec-
ond subparagraph of Article 29(5) of Implement-
ing Regulation (EU) 2019/317 concerning unit rate
adjustments relating to the temporary application
of the unit rate. As a result, Member States were
required to spread those adjustments deriving
from RP3 equally over a period of 5 calendar years
instead of the two calendar years, starting in the
year following the year in which the performance
plan has been adopted. Pursuant to Article 5(5) of
Implementing Regulation (EU) 2020/1627, NSAs
were allowed to extend the spreading of those ad-
justments over a period of up to 7 years where this
was deemed necessary in order to mitigate the fi-
nancial effect of those adjustments on the unit
rates.

Details on the adjustments deriving from previous ref-
erence periods in the reporting tables
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The remaining adjustments deriving from previ-
ous reference periods (RP1 and RP2) are provided
in the reporting tables and additional information
in Annex IX of the Implementing Regulation for the
annual unit rate setting process, in accordance
with Article 29(2) of the Implementing Regulation.

These adjustments are detailed in Table 3 of An-
nex IX, which specifies the year(s) when they were
incurred and the year(s) they are carried-over to.
They are grouped together with the adjustments
incurred in the current reference period and
summed with them before being transferred to
Table 2B for the calculation of the unit rates.
Therefore, Table 2B does not separately show the
adjustments from previous periods.

The additional information provided by the Mem-
ber State should include the breakdown of the
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adjustments relating to previous reference peri-
ods impacting the unit rate calculation, as well as
information on the origin of each of these adjust-
ments.
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5.1
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SETTING OF THE UNIT RATE

This section provides the annual procedure to set
unit rates for each charging zone as laid down in
Article 29 of the Implementing Regulation. As out-
lined in the previous section, the calculation of
unit rates is done in accordance with Article 25(2),
without prejudice to the possibility for Member
States to apply exceptional unit rate reductions in
accordance with Article 29(6).

Pursuant to Article 17(2) of the Implementing Reg-
ulation, the calculation and setting of unit rates
are based on the determined costs and traffic
forecasts set in the final version of the perfor-
mance plan, or in the absence of such a final per-
formance plan, based on the determined costs
and traffic forecasts included in the most recent
version of the draft performance plan.

Article 29(1) of the Implementing Regulation

Member States shall set a unit rate for each
charging zone on an annual basis in accordance
with Article 25. Without prejudice to paragraph 3,
unit rates shall not be modified in the course of a
year.

Unit rates are set for each charging zone by Mem-
ber States on an annual basis following the princi-
ples for the calculation of unit rates set out under
Article 25 of the Implementing Regulation. A unit
rate is set for the entire calendar year and cannot
be modified after its formal adoption unless the
Commission has found, pursuant to Article 29(3),
that the unit rate does not meet the requirements
laid down in Article 25(2) and hence has to be re-
vised at the earliest opportunity by the Member
State concerned (see sub-section 4.15 above).

Procedure

The annual setting of unit rates follows a specific
procedure to ensure a transparent and synchro-
nised approach across Member States, as regards
the applicable milestones and timeline. Article
29(2) of the Implementing Regulation describes
the initial submission, the possible update, the fi-
nal submission and the formal setting of unit
rates.
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by 15t June of year n-1

NSAs submit calculated unit rates to the
Commission and CRCO

S

between 15 June and 15t November of year n-1

Member States conduct stakeholder consultations
and update calculated unit rates

S

by 15t November of year n-1

NSAs submit updated calculated unit rates to the
Commission and CRCO

S

by 20t December of year n-1

Member States set the unit rates for year n

Initial unit rate submission

The calculated unit rates have to be submitted by
the NSA on behalf of the respective Member State
to the Commission and to the CRCO of Eurocon-
trol by 1 June of year n-1. The June submission
allows Member States to submit preliminary data
on calculated unit rates, including information on
carry-overs from previous years.

This submission shall include the reporting tables
and additional information set out in Annex VII
and Annex IX to the Implementing Regulation.

In order to facilitate the process, the Eurocontrol
Performance Review Unit (PRU), in cooperation
with the CRCO, prepares the templates to be used
by the Member States for their submissions (Excel
reporting tables and Word additional information
documents), including all formulas needed for the
submission and pre-filled data where possible.
These templates are made available to the Mem-
ber States via the CRCO Common Platform (ETNA)
in April. It is the responsibility of the Member
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States to verify that the templates are correct, to
provide the latest actual data for n-2 and to pre-
sent the calculation of their unit rates for year n in
line with their final performance plans (or in the
absence of such a final performance plan, based
on the determined costs and traffic forecasts in-
cluded in the most recent version of the draft per-
formance plan.

Based on the current working arrangements, NSAs
have to ensure that the required information on
calculated en route and terminal unit rates is up-
loaded on the ESSKY portal of the Commission. For
this, when launching the documents publication
on ETNA, Member States are requested to con-
firm their intention to submit the reporting tables
to the Commission, thus enabling their submis-
sions to be transferred automatically to the Com-
mission’s ESSKY platform through a gateway.

5.3 Stakeholder consultation
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After the information on the calculated unit rates
is submitted to the Commission and Eurocontrol,
Member States shall initiate a consultation proce-
dure with the ANSPs, airspace users' representa-
tives, and, where relevant, airport operators and
airport coordinators.!* This consultation is re-
quired in accordance with Article 30(1) of the Im-
plementing Regulation.

Scope of the consultation

513

The scope of this annual consultation on unit rates
shall comprise in particular the following elements
set out in point 2 of Annex Xl of the Implementing
Regulation:

e Charging policy, including, inter alia, timing of
adjustments to the unit rates and cross-fi-
nancing between terminal charging zones;

e Evolution of traffic compared to the traffic
forecast set out in the performance plan;

e The application of the traffic risk sharing
mechanism referred to in Article 27 and of the
incentive scheme or schemes implemented
on the basis of Article 11;

e [f applicable, intended modifications of termi-
nal charging zones in accordance with point
(a) of Article 21(5); and
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e |If applicable, services foreseen to be subject
to market conditions in accordance with point
(b) of Article 35(3).

As indicated in Article 30(1), the annual consulta-
tion on unit rates described above may be con-
ducted together with the annual consultation on
actual costs referred to in Article 24(3) of the Im-
plementing Regulation and under point 1 of Annex
Xll concern in particular the following essential el-
ements related to the transparency of costs:

e Actual costs incurred during the previous year
and the difference between the actual costs
and the determined costs contained in the
performance plan; and

e Evolution of costs referred to in Article 28(3).

The evolution of costs referred to in Article 28(3)
is indeed of direct relevance for the setting of the
unit rate for year n, as this concerns the cost risk
sharing adjustments implemented in accordance
with the provisions of Article 28(4), (5) and (6) of
the Implementing Regulation.

In particular, Article 28(4) prescribes that the NSA
has to consult stakeholders before deciding on the
approval of changes to the list of major invest-
ments set out in the performance plan or on the
implementation of carry-overs stemming from dif-
ferences between the actual and determined
costs of new and existing investments. It is
strongly advised to include these matters as part
of the annual consultation on unit rates for the
sake of consistency and in order to reduce the ad-
ministrative burden for all parties involved.

Consultation arrangements

517

518

In accordance with Article 30(1), the annual con-
sultation on unit rates must be held by 1% August.

For the purpose of conducting the annual consul-
tation, Member States should provide relevant in-
formation to the consulted parties and the Com-
mission at least three weeks ahead of the consul-
tation meeting. The information must be provided
to the Commission on the same day when it is pro-
vided to the consulted parties, this is a require-
ment laid down in Article 30(2) of the Implement-
ing Regulation. Member States should also inform
the Commission about the outcome of the

11 This does not exclude the possibility for NSAs to conduct consultations before the submission of information on the calculated unit rate by
1t June of year n-1.
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consultation once the stakeholder consultation
has been concluded.

Meeting participants should be given the oppor-
tunity to ask Member State/NSA representatives
to provide further clarification on the information
received ahead of the consultation meeting. If the
organisation of a face-to-face meeting is impossi-
ble, Member States should inform stakeholders
about the alternative process in due course and
provide instructions to take part in an online
meeting and/or to submit comments in written
form.

In addition to the local consultations on en route
and terminal charges at Member State level, air-
space users’ representatives are consulted by the
enlarged Committee for Route Charges of Euro-
control, which usually convenes in late June, on
the en route charges component of the Member
States’ respective submission.

5.4 Updated unit rate submission
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In the update of the calculated unit rates, the fol-
lowing elements should be considered:

e |Initial feedback received from the Commis-
sion in respect of the compliance of the calcu-
lated unit rates with the requirements set out
in Article 25(2) of the Implementing Regula-
tion;

e Feedback received during the consultation of
stakeholders pursuant to Article 24(3), 28(4)
and Article 30(1);

e Updated information from the NSA on carry-
overs in accordance with Article 28(4); and

e Information included in the latest draft per-
formance plan if submitted between 1st June
and 1* November.

The Member State should ensure that the update
of the calculated unit rates considers the feedback
received and is aligned with the most recent sub-
mission of the draft performance plan. If a Mem-
ber State has updated or revised its draft perfor-
mance plan between the first and second submis-
sion of the calculated unit rates, then only the lat-
est version of the draft performance plan will ap-

ply.
The NSA of the Member State concerned must

submit the information on the updated calculated
unit rate or rates before 1°t November. Similar to
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the submission of the calculated unit rates, NSAs
have to ensure that the updated calculated unit
rates (for both en route and terminal charging
zones) are uploaded on the ESSKY portal of the
Commission.

5.5 Adoption of unit rates
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Following the submission of updated unit rates by
1t November of year n-1, the Enlarged Committee
for Route Charges of Eurocontrol convenes in late
November to adopt the en route unit rates. The
Enlarged Commission of Eurocontrol will take a
decision approving the en route unit rates and
their entry into force. Simultaneously, the Com-
mission verifies the updated calculated unit rates
submitted by Member States in accordance with
Article 29(3), as outlined above.

Member States are required to formally set en
route and terminal unit rates at local level by 20"
December of year n-1 through the applicable na-
tional procedures, and inform the Commission
thereof (Article 29(2)(c) of the Implementing Reg-
ulation). To do so, Member States are to com-
municate to the Commission without undue delay
the national legal or administrative instruments
(e.g. a quote from the national official jour-
nal/publication or a ministerial note) for the set-
ting of the en route and terminal unit rates via the
relevant report category in ESSKY.

Member States should ensure that their respec-
tive final unit rates are transparently made pub-
licly available in accordance with their national
procedures. This can include a publication on the
website of the competent authority or the Minis-
try of Transport.



5.6 Verification of unit rates
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Article 29(3) of the Implementing Regulation

The Commission shall verify that the unit rates
referred to in paragraph 2 are calculated in
compliance with the requirements set out in Article
25(2).

Where the Commission finds that a unit rate does
not comply with the requirements set out in Article
25(2), it shall notify the Member State concerned
and invite it to submit a revised unit rate.

Where the Commission finds that the revised unit
rate are calculated in compliance with the
requirements set out in Article 25(2), it shall notify
the Member State concerned accordingly.

Compliance with Article 25(2) of the Implement-
ing Regulation is an integral requirement of the
setting of unit rates. The verification by the Com-
mission services ensures that the calculations and
adjustments are made in accordance with the
principles laid down in Article 25.1? The verifica-
tion itself is not bound by an end date. The verifi-
cation process and the possible resulting unit rate
revision may only be completed in the course of
the calendar year for which the unit rate is set,
which therefore requires subsequent adjustments
in accordance with Article 29(4) in order to ac-
count for the difference in revenue between the
applied unit rate and the revised unit rate (sub-
section 4.15).

After the first unit rate submission by 1% June of
year n-1, the Commission services (supported Eu-
rocontrol under the current working arrange-
ments) proceed with an initial verification of the
calculated unit rates provided by the Member
State. If the initial verification leads to some find-
ings, the Commission services inform the Member
State concerned and require that Member State
to update the unit rate or elements thereof ac-
cordingly. The raised findings may include (but not
be limited to) inaccurate calculations due to tech-
nical mistakes.
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Any request by the Commission services (or Euro-
control acting on its behalf) are to be addressed
by the Member State concerned either through an
update of the unit rate calculation or, where ap-
propriate or requested, through the provision of
further clarifications or justifications to the Com-
mission services. At this stage of the process,
there is no formal decision on non-compliance by
the Commission as stipulated under Article 29(3).
However, Member States need to demonstrate in
the subsequent submission by 1°* November that
such feedback was taken into account.

After the second submission by 1°t November, the
Commission services conduct a final assessment
on the basis of the updated calculated unit rates
and the additional information provided by the
Member State. Here, the Commission services
also assess whether the Member State has ade-
quately addressed the feedback received after the
first submission.

If the Member State has failed to address such is-
sues, or if new shortcomings of the submission are
identified, the Commission services notifies the
Member State with a request to address the out-
standing issues accordingly.

In contrast to the procedures that were applicable
during RP2, under the current Regulation applica-
ble to RP3 and RP4, the Commission no longer is-
sues decisions on the compliance of the unit rates.
However, if a Member State has set unit rates
which are not compliant with the requirements
set out in Article 25(2), the Commission will adopt
a decision detailing the reasons for non-compli-
ance and formally requesting the Member State
concerned to submit a revised unit rate pursuant
to the second sub-paragraph of Article 29(3).

If a Member State fails or refuses to revise the unit
rate concerned following the Commission’s deci-
sion, the Commission may commence infringe-
ment proceedings under Article 258 of the Treaty
on the Functioning of the European Union.

12 With the support of the Eurocontrol Performance Review Unit (PRU) based on an Agreement with the Commission.
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CALCULATION OF SERVICE UNITS AND
CHARGES

This section provides guidance material on the cal-
culation of service units and charges for en route
and terminal air navigation services in accordance
with Article 31 and Annex VIII of the Implementing
Regulation.

Service units for each flight are calculated sepa-
rately for each charging zone in which services
were provided to that flight by air traffic service
units (ATSU). Hence, service units reflect the pro-
portional use of air navigation services in each
charging zone by the flight.

En route service units and terminal service units
are calculated based on two different formulas,
which are presented in the following sub-sections.
The calculation of the en route service units is
based on the provisions of point 1 of Annex VIII of
the Implementing Regulation, while the calcula-
tion of terminal service units is done in accord-
ance with point 2 of Annex VIII.

En route service units
The formula for the calculation of en route service

units incurred in any given charging zone is pre-
sented below.

En route service units for a given flight in the charging
zone concerned

= Distance factor for the flight concerned

X En route weight factor for the flight concerned

En route distance factor

538

The distance factor is based on the actual route
flown as recorded by the Network Manager. The
distance factor is obtained as follows:

Distance factor

= Distance flown in charging zone / 100

13 “NEST” refers to the Network strategic modelling tool of Eurocontrol.
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539 The distance flown to be taken into account for
any given charging zone shall be calculated as fol-
lows:

Distance flown for a given flight in the charging zone
concerned

= Actual great circle distance in km between entry point
to and exit point from the charging zone

-20 km, if entry point is aerodrome of departure

540 The actual trajectory (also called M3 trajectory in
NEST terminology) for any given flight is deter-
mined based on available radar information.** This
actual trajectory is directly used as a basis for the
calculation of en route service units where the
flight deviates from its last filed flight plan (in any
of the crossed charging zones) by more than 5
minutes, 7 flight levels or 20 nautical miles. Con-
versely, where the deviation from the last filed
flight plan is only minimal and remains below the
abovementioned thresholds for all charging zones
concerned, the actual trajectory of the flight is
considered equal to the last filed flight plan trajec-
tory for the purpose of the calculation of en route
services units.

En route weight factor

541 The en route weight factor is calculated by the
square root of the quotient obtained by dividing
by 50 the number of metric tons of the certified
maximum take-off weight (MTOW) of the aircraft.
The number of metric tons shall be rounded to
one decimal place and the weight factor shall be
rounded to two decimal places.
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In accordance with points 1.3 and 1.4 of Annex VIII
of the Implementing Regulation, the take-off
weight taken into account is the certified maxi-
mum take-off weight (MTOW) of the aircraft per-
forming the flight. Where an aircraft has multiple
certified MTOW, the highest one shall be used for
the calculation of the weight factor.

En route weight factor

_ \/Certified MTOW in metric tons
- 50

To ensure a correct calculation of service units,
airspace users must inform the Eurocontrol CRCO
about the composition of their fleet and of the
certified MTOW of their aircraft as shown in the
Aircraft Flight Manual (AFM). Also, airspace users
have to inform the Eurocontrol CRCO without de-
lay of any change in the composition of their fleet
or in the certified MTOW as shown in the Aircraft
Flight Manual, together with the date of change.
In the event of no declaration or no certified
MTOW, the weight factor shall be calculated by
taking the certified MTOW of the heaviest aircraft
of the same type known to exist to the CRCO
(point 1.5 of Annex VIII of the Implementing Reg-
ulation.

Airspace users making use of aircraft under wet
lease should confirm with the lessor that the cer-
tified MTOW has been declared to the CRCO, as
the weight factor for that flight will be calculated
based on the applicable MTOW for that aircraft.

Eurocontrol publishes and updates as required a
document detailing the fleet declaration require-
ments.'*

6.2 Terminal service units

546

The formula for the calculation of terminal service
units incurred in any given charging zone is pre-
sented below.

Terminal service units for a given flight in the terminal
charging zone concerned

=terminal weight factor of the aircraft concerned

Terminal weight factor

547

The weight of the aircraft is the only variable taken
into account in the calculation of terminal service

14 The document can be found here.
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units (contrary to en route service units for which
the distance flown is also included in the formula).

As presented below, the terminal weight factor is
quotient, obtained by dividing by 50 the number
of metric tons in the highest maximum certified
take-off weight of the aircraft, to the power of 0.7.
The figure for the calculation of the weight factor
shall be rounded to two decimal places.

Terminal weight factor

_ (Certified MTOW in metric tons)0.7
B 50

The principles for determining the take-off weight
of the aircraft to be taken into account for the cal-
culation of the terminal weight factor are the
same as those for en route service units as set out
in points 1.3 to 1.5 of Annex VIl of the Implement-
ing Regulation, presented in the previous subsec-
tion.

6.3 ANS charges

Calculation
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In accordance with Article 31(1) and (2) of the Im-
plementing Regulation, air navigation charges for
any specific flight are calculated in respect of each
charging zone as a product of the applicable unit
rate and the number of service units incurred for
that flight.

Charge incurred for a given flight for services in the
charging zone concerned

= unit rate for the charging zone X service units for that
flight

Unit rates are set for the calendar year and are not
modified during the calendar year, except in the
situation where the Commission has requested
such a revision in accordance with Article 29(3).
The charge is calculated based on the unit rate ap-
plicable at the time when the flight occurs.

For the terminal charge it should be noted that ar-
rival and departure count as a single flight. There-
fore, the unit rate to be counted for the terminal
charging zone can be either the arriving or depar-
ture flight.

For the en route charge, when calculating the dis-
tance flown, a deduction of 20 kilometres from


https://www.eurocontrol.int/sites/default/files/2019-12/circ2020-04-fleet-declaration.pdf

the great circle distance occurs for each take-off
and landing. Therefore, if a flight crosses several
charging zones, those 20 kilometres are deducted
from the first charging zone and from the last
charging zone, amounting to a deduction of total
40 kilometres on the distance flown by each flight.
The purpose of this deduction is to avoid a so-
called double charging of services between en
route and terminal services.

Collection

554

555

556

As per Article 33(1) of the Implementing Regula-
tion, Member States may collect charges through
a single charge per flight. For the calculation of the
total air navigation charge for any given flight, the
charges for all the en route charging zones crossed
by a single flight during its trajectory need to be
summed up together with the terminal charge.

All SES Member States have entrusted Eurocon-
trol with the billing and collection of en route
charges, on the basis of the Multilateral Agree-
ment relating to route charges of 1981. The col-
lection of terminal charges has either been dele-
gated to the airports concerned or to Eurocontrol,
as further described below. The Eurocontrol
Member States have approved “Conditions of ap-
plication of the route charges system and condi-
tions of payment”.

Regarding the terminal charges, some Member
States have entered into bilateral agreements
with Eurocontrol, on the basis of which the CRCO
of Eurocontrol is responsible for the collection of
terminal charges on behalf of those Member
States. In other cases, terminal charges are usually
collected by the ANSP’s billing office for terminal
charges at local level or by the airport who for-
wards the proceeds to the provider of the termi-
nal air navigation service, if that is not the airport
itself.
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Article 33(3) of the Implementing Regulation re-
quires airspace users to promptly and fully pay the
air navigation charges which are invoiced to them.
Where required, Article 33(4) foresees that Mem-
ber States undertake effective and proportionate
enforcement measures to recover air navigation
charges that remain unpaid by airspace users.
Those enforcement measures may include denial
of services, detention of aircraft or other relevant
measures in accordance with the law of the Mem-
ber State concerned. A number of Member States
and their ANSPs have made these measures avail-
able to Eurocontrol for the collection of en route
charges.

Article 33(2) of the Implementing Regulation re-
quires Member States to ensure that the amounts
collected on their behalf are used to finance the
determined costs incurred in accordance with the
Implementing Regulation.

In accordance with Article 33(1), when charges are
billed and collected on a regional basis, the billing
currency may be the Euro and, in the case of en
route charges, an administrative unit rate for bill-
ing and collection costs may be added to the unit
rate concerned.

Also on the collection of charges by Member
States, it is essential to recall that the payment of
charges are based on the “user pays” principles,
meaning that airspace users should only be
charged for costs related to a service provided to
them. Therefore, the charging scheme requires
the allocation of costs between chargeable and
exempted airspace users (or flights). Member
States are required to cover the costs of air navi-
gation service provided to flights exempted from
en route and/or terminal charges in accordance
with Article 31(6) of the Implementing Regulation.
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Term

Source!®

Definition

Accounting provision

Paragraph 10 of international
accounting standards (IAS) 37

An accounting provision is a liability of uncertain tim-
ing or amount.

Actual cost

Article 2(1) of 2019/317

A cost actually incurred in a calendar year for the
provision of ANS which are subject to certified ac-
counts or, in the absence of such certified accounts,
subject to a final audit.

Air Navigation Services

Article 2(4) of 549/2004

This term includes air traffic services; communica-
tion, navigation and surveillance services; meteoro-
logical services for air navigation; and aeronautical
information services.

vider

Air Navigation Service Pro-

Article 2(5) of 549/2004

Any public or private entity providing air navigation
services for general air traffic.

Air Traffic Management

Article 2(10) of 549/2004

The aggregation of the airborne functions and
ground-based functions (air traffic services, airspace
management and air traffic flow management) re-
quired to ensure the safe and efficient movement of
aircraft during all phases of operations.

Airport coordinator

Article 2(3) of 2019/317

The natural or legal person appointed by a Member
State to carry out the coordination duties at coordi-
nated airports set out in Article 4 of Council Regula-
tion (EEC) No 95/93 of 18 January 1993 on common
rules for the allocation of slots at Community air-
ports.

Airport operator

Article 2(4) of 2019/317

Any legal or natural person who operates one or
more aerodromes.

Airspace Users

Article 2(8) of 549/2004

Operators of aircraft operated as general air traffic.

tives

Airspace users’ representa-

Article 2(6) of 2019/317

Any legal person or entity representing the interests
of one or several categories of airspace users.

Alert threshold

Article 9(4)(b) of 2019/317

A threshold of numerical value (e.g. traffic forecast)
beyond which Member States may request a revision
of the performance targets contained in perfor-
mance plans.

Area Control Centre

Article 2(7) of 2019/317

A unit providing air traffic services to controlled
flights in its area of responsibility.

Asset

ICAO Doc 9161

A resource from which future economic benefits are
expected to flow to the entity that owns or controls
it.

15 Unless otherwise stated, the definitions in this glossary are derived from either Regulation (EC) No 549/2004 or Commission Implementing

Regulation (EU) No 2019/317.

16 Regulation (EC) No 1606/2002 of the European Parliament and of the Council of 19 July 2002 on the application of international account-

ing standards.


https://eur-lex.europa.eu/legal-content/en/ALL/?uri=CELEX%3A32004R0549
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32019R0317
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32019R0317
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Term

Source!®

Definition

Baseline values

Article 10(2)(a) of 2019/317

The values reflecting the starting point used for per-
formance target setting in respect of en route cost-
efficiency. Baseline values are calculated both in re-
spect of the determined costs and the determined
unit cost of the year preceding the start of the refer-
ence period. Baseline values apply at both Union-
wide and local level.

Cost of capital

Article 22(4)(d) of 2019/317

It is calculated as the product of the sum of the aver-
age net book value of fixed assets in operation or un-
der construction and possible adjustments to total
assets determined by the national supervisory au-
thority and used by the air navigation service pro-
vider and of the average value of the net current as-
sets, excluding interest-bearing accounts, that are re-
quired for the purposes of providing air navigation
services; and the weighted average of the interest
rate on debts and of the return on equity. For air
navigation service providers without any equity capi-
tal, the weighted average shall be calculated on the
basis of a return applied to the difference between
the total regulatory asset base and the debts.

Cross-border services

Article 2(41) of 549/2004

Any situation where air navigation services are pro-
vided in one Member State by a service provider cer-
tified in another Member State.

En route charging zone

Article 2(8) of 2019/317

A volume of airspace that extends from the ground
up to, and including, upper airspace, where en route
air navigation services are provided and for which a
single cost base and a single unit rate are estab-
lished.

The European Organisation for the Safety of Air Navi-
gation set up by the International Convention of 13

Eurocontrol Article 2(20) of 549/2004 ) )
December 1960 relating to Cooperation for the
Safety of Air Navigation.
Tangible assets that are permanent in nature and
Fixed asset ICAO Doc 9161 generally held for a period of more than one year

(normally buildings and equipment).

Functional Airspace Block

Article 2(25) of 549/2004

An airspace block based on operational requirements
and established regardless of State boundaries,
where the provision of air navigation services and re-
lated functions are performance-driven and opti-
mised with a view to introducing, in each functional
airspace block, enhanced cooperation among ANSPs
or, where appropriate, an integrated provider.

IFR air transport move-
ments per year

Article 2(10) of 2019/317

The sum of take-offs and landings performed under
IFR, calculated as the yearly average over the three
calendar years preceding the year in which the draft
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Term

Source!®

Definition

performance plan was to be submitted in accordance
with Article 12.

Key Performance Areas

Article 11(1) of 549/2004

A way of categorising performance subjects related
to high level ambitions and expectations. In accord-
ance with Article 11(1) of Regulation (EC) No
549/2004, Union-wide and local performance targets
are set in the areas of safety, environment, capacity
and cost-efficiency.

Key Performance Indica-
tors

Article 8 of 2019/217

Indicators used for the purpose of performance tar-
get setting and monitoring of Key Performance Ar-
eas, at Union-wide and local level.

Long term employee bene-
fits (other than post-em-
ployment benefits, e.g. re-
tirement benefits)

International accounting stand-
ards (IAS) 19, other benefits

Other long-term employee benefits include:
1. long-term paid absences such as long-ser-
vice leave or sabbatical leave;

2. jubilee or other long-service benefits; and

long-term disability benefits.

Major investment

Article 2(13) of 2019/317

Acquisition, development, replacement, upgrade, or
leasing of fixed assets representing a total value over
the whole lifetime of the assets greater than EUR 5
million in real terms.

New and existing invest-
ment

Article 2(15) of 2019/317

Acquisition, development, replacement, upgrade or
leasing of fixed assets where depreciation costs, cost
of capital, or in the case of leasing, operating costs,
for that investment are incurred during the reference
period covered by the performance plan.

Pivot value

Article 11(3)(c) of 2019/317

A value used for the purpose of calculating the finan-
cial advantages or disadvantages in the incentive
schemes pertaining to the capacity KPA. The value
shall be based on the performance targets at na-
tional level, or a modulated target in accordance
with point 1 of Annex XlII of Implementing Regula-
tion (EU) 2019/317.

Reference period

Article 2(16) of 2019/317

The period of validity and application of the Union-
wide performance targets, as set out in point (d) of
Article 11(3) of Regulation (EC) No 549/2004 and Ar-
ticle 7 of Implementing Regulation (EU) 2019/317.

Reference value

Article 2(17) of 2019/317

The value computed by the Network Manager of en
route ATFM delay for each Member State and each
FAB for the purpose of ensuring that the Union-wide
en route ATFM delay target is met.

Restructuring costs

Article 2(18) of 2019/317

Significant one-time costs incurred by ANSPs in the

process of restructuring for introducing new technol-
ogies, procedures or business models to stimulate in-
tegrated service provision, compensating employees,
closing air traffic control centres, shifting activities to
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Term

Source!®

Definition

new locations, writing off assets or acquiring strate-
gic participations in other ANSPs.

Terminal charging zone

Article 2(21) of 2019/317

An airport or a group of airports, located within the
territories of a Member State, where terminal ANS
are provided and for which a single cost base and a
single unit rate are established.

Write-off (e.g., of unrecov-
ered ANS charges)

International Financial Report-
ing Standard (IFRS) 9 V7

A write-off constitutes a derecognition event. It oc-
curs when an entity has no reasonable expectations
of recovering a financial asset in its entirety or a por-
tion thereof. The entity shall directly reduce the
gross carrying amount of the financial asset.

17 COMMISSION REGULATION (EU) 2023/1803 of 13 August 2023 adopting certain international accounting standards in accordance with
Regulation (EC) No 1606/2002 of the European Parliament and of the Council
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ANNEX Il — REPORTING TABLES AND ADDITIONAL INFORMATION

561

562

563

564

565

566

Transparency of costs and transparency of the unit rate are provided through the reporting tables and additional
information established for each charging zone and detailed in:

e Annex VIl for determined and actual costs, as referred to in Article 24 (2) and (3); and
e Annex IX for unit rates, as referred to in Articles 29(2) and 30 (1).
The reporting tables and additional information updated as necessary are provided for the following purposes:

e Forthe stakeholder consultations on the cost-efficiency targets included in the draft performance plans, and
in particular for the intended establishment of the determined costs included in the cost base for en route
and terminal charges, new and existing investments, service unit forecasts and charging policy for the refer-
ence period concerned, as laid out in Article 24(2);

e For the stakeholder consultations on the cost-efficiency targets, where Member States intend to request a
revision of the cost-efficiency targets in accordance with Article 18(1);

e As part of the submission of any draft or final adopted performance plan, as specified in point 3.3 (k) of
Annex Il of the Implementing Regulation, in order to substantiate the national performance targets or FAB
performance targets in the key performance area of cost-efficiency. For this purpose, the reporting tables
and additional information are to be annexed to the performance plan (Annex A for en route charging zones
and Annex B for terminal charging zones);

e For the stakeholder consultations on the actual costs incurred during the previous year and the difference
between the actual costs and the determined costs contained in the performance plan in accordance with
Article 24(3) and point 1 of Annex XlI;

e Forthe stakeholder consultations on the unit rate as laid out in Article 30(1), and in particular on the essential
elements relating to the implementation of this Regulation as set out in point 2 of Annex XIl. These consul-
tations have to take place by 1 August of each year and may be conducted together with the consultation
on the actual costs referred to above; and

e For the setting of the unit rates of the following year in accordance with Article 29(2), by 1 June for the
calculated unit rates and by 1 November for the updated calculated unit rates, following the consultation
with airspace users.

The reporting tables have to be made publicly available, in particular by electronic means, in accordance with

point (e) of Article 38(1) of the Implementing Regulation.

In practice, the reporting tables 1 to 4 are presented for each charging zone in a combined Excel file (one tab per
table per entity and/or consolidated at charging zone level) in order to enable the different links and calculations
to be made between the costs, traffic and unit rates. The reporting tables also include one tab presenting the
key data for the establishment of the cost-efficiency target, which is making the link with the performance plan
in force.

Similarly, the additional information to reporting tables 1 to 4 are presented for each charging zone in a com-
bined Word file.

This Annex provides an overview of the content and organisation of the different reporting tables and additional
information.

Reporting tables 1 on total costs and unit costs (as per Annex VIl of the Implementing Regulation)

567

Member States are required to submit a separate reporting table on total costs and unit costs for each entity
(i.e. the respective ANSPs and the competent NSA) using Table 1 in Annex VII of the Implementing Regulation.
This Table should also be used to aggregate the data from the relevant entities in one single reporting table per
charging zone. In cases where charging zones extend across the airspace of more than one Member States, a
joint reporting table following Table 1 should be submitted by the Member States concerned.
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For terminal charging zones, in addition, Table 1 should also be used to report on total costs and unit costs for
each airport that is subject to the Implementing Regulation (i.e. airports with more than 80,000 IFR movements
per year). In Member States where the provisions of the Implementing Regulation are applied to airports with
less than 80,000 IFR movements per year, a consolidated reporting table for those airports should be submitted,
except for the total costs referred to in line 4.2 of Table 1 which need to be reported separately.

Overall, the information required under Annex VIl — Reporting tables of total costs and unit costs should be
composed of the following items:

e Reporting table for each ANSP and the competent NSA(s) incurring costs in a charging zone; and

e Aggregated reporting table at charging zone level (including information on common charging zones extend-
ing across several Member States, if applicable).

In addition, for each terminal charging zone:

e Reporting table for each airport with more than 80,000 IFR movements per year; and

e Consolidated reporting table for each airport with less than 80,000 IFR movements per year to which the
provisions of the Implementing Regulation apply (if applicable).

The figures included in the reporting tables, such as determined costs and related elements, should always reflect

the information that is also included in the performance plan of the Member State, or in its absence, the infor-

mation included in the latest draft version submitted to the Commission.

Additional information to reporting tables 1 on total costs and unit costs (as per Annex VIl of the Implementing Reg-
ulation)

572

573

Member States are required to provide additional information to the reporting tables 1 on total costs and unit
costs.

These are divided into two parts:

e Part 1- Determined costs and unit costs. The information on this part concerns qualitative information and
details on the determined costs presented in the reporting table 1 and in the performance plan for the es-
tablishment of the local cost-efficiency target for the charging zone concerned. The requirements for part 1
are those listed under Annex VI, points 2.1 (a) to (j). Such requirements include a description of the meth-
odology used for establishing or allocating costs, a description of the criteria used or justifications and the
composition of each cost item. For RP4, these requirements are embedded in the performance plan tem-
plate itself in order to provide a common format for reporting the information across the Member States.
Cross-references are provided in the additional information Word file, with the corresponding item from the
performance plan template; and

e Part 2 - Actual costs and unit costs. The information on this part concerns qualitative information and details
on the actual costs presented in the reporting table 2 and in the NSA monitoring report for the monitoring
of the local cost-efficiency target for the charging zone concerned. The requirements for part 2 are those
listed under Annex VII, points 2.2 (a) to (e).

Reporting tables 2 on the unit rate calculation (as per Annex IX of the Implementing Regulation)

574

575

Member States are required to provide a Table 2 on unit rate calculation separately for each relevant entity
incurring costs in a charging zone for the reference period concerned (the same entities as for reporting tables
1). In addition, a consolidated reporting table 2 is to be provided, which aggregates the data from the relevant
entities for the charging zone.

Table 2 is divided into two distinct parts:

e Table 2 A - Adjustments relating to year n. This sub-table is used to calculate and report the adjustments
generated from the activity of year n - these are the carry-overs from year n. The positive amounts indicate
amounts to be charged to airspace user, while the negative amounts indicate amounts to be reimbursed to
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airspace users. These amounts are automatically feeding Table 3 (see below), which is used to allocate the
carry-overs from year n to the unit rates, following the rules laid out in the Implementing Regulation; and

o Table 2 B - Calculation of the unit rate for year n. This sub-table is used to calculate the unit rate for year n
and detail the adjustments taken into account for the calculation of the unit rate for year n, i.e. the carry-
overs to year n. As for Table 2A, the positive amounts indicate amounts to be charged to airspace user, while
the negative amounts indicate amounts to be reimbursed to airspace users. The amounts presented in Table
2B are automatically fed from Table 3 and also include adjustments relating to previous reference periods.
No input is needed from the Member States, except for item 13.14 in case of application of Article 29(6)
relating to the application of a lower unit rate.

Additional information to reporting tables 2 on the unit rate calculation (as per Annex IX of the Implementing Regu-
lation)

576 Together with the numerical information included in the reporting tables on unit rate calculation, Member States
must provide additional information to clarify the items listed in the tables. Point 4 (a) to (k) of Annex IX of the
Implementing Regulation specifies the items for which additional descriptions and/or information are required
for Table 2.

Reporting tables 3 on complementary information on adjustments (as per Annex IX of the Implementing Regulation)

577 Member States have to submit a consolidated reporting table for each charging zone in respect of complemen-
tary information on unit rate adjustments, using Table 3 contained in Annex IX of the Implementing Regulation.

578 One Table 3 is foreseen for each entity (and the consolidated table automatically produced) to facilitate the
spreading and follow-up of carry-overs and to allow automatic feeding from Table 2A and to Table 2B as ex-
plained above.

579 Table 3 details the carry-overs of the adjustments calculated in Table 2A to future unit rates. The Member States
is to allocate the amounts of each adjustment fed from Table 2B into the year for carry-over. This is to be done
manually by the Member State, when the carry-over rules laid out in the Implementing Regulation allow flexibil-
ity.

580 Table 3 also includes the adjustments stemming from previous reference periods, which have not yet been allo-
cated in past unit rates and are still to be carried over to unit rates in RP4 and beyond.

Additional information to reporting tables 3 on complementary information on adjustments (as per Annex IX of the
Implementing Regulation)

581 Together with the numerical information included in the reporting tables on unit rate calculation, Member States
must provide additional information to clarify the items listed in the tables. Point 4 (a) to (k) of Annex IX of the
Implementing Regulation specifies the items for which additional descriptions and/or information are required
for Table 2.

Reporting table 4 on complementary information on common projects and on revenues from Union assistance pro-
grammes (as per Annex IX of the Implementing Regulation)

582 Member States have to submit a consolidated reporting table for each charging zone on complementary infor-
mation on common projects and on revenues from Union assistance programmes. The Table 4 specifies the
information required for each project and distinguishes between amounts received by the entity on one hand
and amounts to be reimbursed to airspace users on the other hand. For RP4 and in order to harmonise the
reporting and the reconciliation with the Union funds managed by the SESAR Deployment Manager of Eurocon-
trol (SDM), Table 4 has been slightly modified and has been prefilled with the information available with the
SDM. This new Table is inserted in the reporting tables” templates without yet deleting the previous version.
Member States are encouraged to gradually move to this new presentation and to remove the previous Table 4
once fully aligned.
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Additional information to reporting table 4 on complementary information on common projects and on revenues from
Union assistance programmes (as per Annex IX of the Implementing Regulation)

583 Together with reporting table 4, Member States are to provide additional information on the costs of common
projects and other funded projects broken down per individual project, as well as of public funds obtained from
public authorities for these projects, as per point 4 (l) of Annex IX of the Implementing Regulation.
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ANNEX Ill —= TEMPLATE FOR THE NOTIFICATION OF PIVOT VALUES

Capacity incentive scheme referred to in Article 11(3) of Commission
Implementing Regulation (EU) 2019/317

Notification of annual pivot values

Member State

Air navigation service provider

Calendar year Charging zone

The national supervisory authority (NSA) has set the following pivot value for the air navigation
service provider, in respect of the charging zone indicated above.

Pivot value for the calendar year

(in minutes of ATFM delay per flight)

In accordance with the RP3 performance plan, the pivot value above is:
(1) Fixed! O

(2) Modulated

Based on significant and unforeseen changes in traffic2 [

Limited to CRSTMP delay causes® [J

This notification is done in accordance with the last sentence of Article 11(3)(c) of Commission
Implementing Regulation (EU) 2019/317.

Name of the notifying NSA

Name of NSA representative

(document electronically
signed)

1 In accordance with point (i) of Article 11(3)(c) of Commission Implementing Regulation (EU) 2019/317, this means that this pivot value
is based on the capacity performance target at national level, as broken down at the level of the navigation service provider concerned.

2 For en route services, this modulation is to be understood in accordance with point 1.1(a) of Annex XllI to Commission Implementing
Regulation (EU) 2019/317: the modulation is accordingly informed by updated capacity reference values communicated by the
Network Manager in November of year n-1. For terminal services, this modulation is to be understood in accordance with point 1.2(a)
of Annex Xlll to Commission Implementing Regulation (EU) 2019/317 in respect of terminal services.

3 Point 1.1(b) or 1.2(b) of Annex XIlIl to Commission Implementing Regulation (EU) 2019/317.



