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This paper has been drawn up on the basis of the proposals for regulations adopted by the European Commission on 6 October 2011. It does not prejudge the final nature of the act, nor the content of any delegated or implementing act that may be prepared by the Commission
1. Objective of the paper
The objective of this fiche is to provide an indication of the elements to be included in the delegated act concerning the definition of flat rates for revenue generating operations as provided in Article 54 of the Commission proposal for the Common Provisions Regulation. The relevant parts of the proposed article read as follows: 
Net revenue generated after completion of an operation over a specific reference period shall be determined in advance by […] (a) application of a flat rate revenue percentage for the type of operation concerned. 

The eligible expenditure of the operation to be cofinanced shall not exceed the current value of the investment cost of the operation less the current value of the net revenue, determined according to one of these methods.
The Commission shall be empowered to adopt delegated acts in accordance with Article 142 concerning the definition of the flat rate referred to in point (a) above. 
2. Main elements of the future delegated act
The future delegated act shall establish flat rates based on reliable historic data for all relevant sectors where this is possible in order to maximise the benefits of the flat rates option and at the same time minimise the risks of over-financing. The flat rate approach will be an important simplification for managing authorities and beneficiaries and will also make it easier to establish public-private partnership projects with an ERDF, Cohesion Fund or EAFRD element.
A.
Assumptions

It is envisaged that in designing the flat rates, the following assumptions will apply: 
· flat rates may be applied to revenue-generating operations co-financed by all CSF Funds, with the exception of the ESF to which Article 54 does not apply;
· article 54 does not apply to operations subject to the rules on state aid, for which the maximum aid rates specified in the relevant state schemes shall apply, or to support to or from financial instruments;
· there shall be, in principle, only one flat rate per sector;
· there will be one set of flat rates for all Member States [there is very little evidence in the current programming period of any correlation between the funding gap and regional income (i.e. household disposable income at NUTS2 level)];
· flat rates shall be defined for a limited number of sectors (see below).
B.
Information on analysis undertaken

The Commission undertook an analysis of its database of revenue-generating major projects of the programming period 2007-2013, for which information on the funding gap rate is available. The sample of major projects in the database accounts for around 550 projects, covering 53 different thematic sub-sectors (Annex II of Regulation 1828/2006). Based on this sample, the principal sectors to be covered by the delegated act were identified as well as an average funding gap rate per sector estimated. The funding gap rate (R) was taken as a reference indicator for the calculation of a net revenue flat rate (1-R) per sector.
The 53 sub-sectors were regrouped into 15 sectors, for which further analysis has been undertaken in order to conclude whether a reliable flat rate for the given sectors can be established. The following three questions were asked for each sector before an establishment of a flat rate was considered: 
a) Is there a solid database of projects, based on which a reliable flat rate could be established?
b) Do the projects in the given sector generate revenue, and if so does the revenue cover a significant portion of the project cost (i.e. do the projects generate net revenue)?

c) Are the projects in the given sector mostly exempt from the rules on state aid?
The table shows the results of the analysis. More than 85% of projects can be found in these sectors, for which a flat rate can be established in line with the methodology outlined below.
	Sector
	Proposed flat rates*

	1
	ROAD
	[30%]

	2
	RAIL
	[20%]

	3
	URBan TRANSport
	[20%]

	4
	WATER
	[25%]

	5
	Solid WASTE
	[20%]


* preliminary indication subject to further analysis of historical data and policy considerations
The Commission is considering inclusion of two other sectors – health and R&D (pre-competitive research). 

The sample of projects in the remaining sectors including ports, airports, energy, ICT, education, culture and tourism, risk prevention and site rehabilitation was small. Furthermore, revenue generation was highly variable depending on the specific nature and context of the projects. For these reasons the Commission does not currently intend to define flat rates for these types of project.

For revenue-generating projects outside the sectors for which the flat rates will be established, the funding gap methodology will have to be applied.
C.
Methodology
The intention of the Commission is to establish flat rate revenue percentages on the basis of: 

a) The historical data for funding gap rates of revenue-generating projects of the 2007-2013 programming period (average funding gap rate for the given sector minus one standard deviation will give the proposed funding gap flat rate (R), of which the net revenue will be defined as 1-R.);
b) The potential for cost recovery and/or the implementation of the polluter pays principle.

This methodology should reduce the risk of overfunding projects. 
3. What is new compared to the previous programming period
Article 55 of Council Regulation (EC) 1083/2006, the current General Regulation, was amended twice in the past three years in order to clarify the text and to reduce the administrative burden on Member States and beneficiaries. During the negotiations on amendment of this regulation Member States expressed their concerns about the article and suggested without exception to simplify radically the article in any future regulation. 

The earlier (2000-2006) solution of setting a generally lower maximum co-financing rate for types of projects which have substantial net income was preferred by many Member States and stakeholders (see, for example, the opinion expressed in the High Level Group on Simplification) as a significantly more efficient approach. 

The Commission proposal for the common provisions regulation for the programming period 2014-2020 gives Member States the option of applying a flat rate revenue percentage on revenue-generating operation in order to reduce proportionally the maximum eligible expenditure. This will result in a reduction in the administrative efforts needed to manage revenue generating operations compared to the 2007-2013 programming period, but also provide a closer approximation of revenues than permitted by the system in place in 2000-2006 programming period. 
PAGE  
4/4

