Annex A.11

COST BENEFIT ANALYSIS

[This annex is based on the European Commission Working Document no.4 (DG Regio), available at the following web address: http://ec.europa.eu/regional_policy/sources/docoffic/2007/working/wd4_cost_en.pdf 

This annex will be filled in only for investment projects, regardless their estimated total value].

1. Definition of objectives, investment project identification and options analysis

………………………………………………

2. Financial (cost-benefit) analysis 

[will be filled in for all investment projects, regardless their estimated total value]

[The main objective of the financial analysis is to compute the project’s financial performance indicators – it’s profitability. This analysis is usually done from the point of view of the owner (or legal administrator) of the infrastructure.  

The time horizon to be considered for the financial analysis of projects financed under this priority axis is recommended to be 20 years.]
Please indicate if the project is estimated to generate revenues:

⁬ Yes – continue section 2

⁬ No – continue at section 3

Methodology used (short presentation)

……………………………………..

Main elements and parameters used for the financial analysis

	
	Parameter
	Undiscounted value
	Discounted value (present)

	
	
	EUR
	EUR

	1
	Reference period (years)
	20
	
	

	2
	Discount rate* (%)
	
	
	

	3
	Total investment (undiscounted)
	
	

	4
	Total investment (discounted)
	
	

	5
	Residual value (undiscounted)
	
	

	6
	Residual value (discounted)
	
	

	7
	Revenue
	
	

	8
	Operating costs
	
	

	9
	Net revenue (revenue – operating costs + residual value) (7)-(8)+(6)
	
	

	10 
	Eligible expenditure (total investment – net revenue) (4)-(9)
	
	

	11
	Financing rate (%)=(10)/(4)
	
	
	


* The recommended discount rate for the financial analysis is 5%

* Expenditures and revenues will not include VAT

Main results of the financial analysis:

	
	Without assistance from public funds
	With assistance from public funds

	Internal rate of return
	
	
	
	

	Net present value
	
	
	
	


Revenues generated

In case it is estimated the generation of revenues from payment or a tariff or price by the users, please detail those tariffs and prices that generate revenues:

o  The prices and tariffs cover the operating costs and depreciation? 

o The prices and tariffs are different for distinct categories of infrastructure users?

o The prices and tariffs are proportional with the usage degree? 

o The prices and tariffs are proportional with the pollution that the users are generating?

In case there are no prices and tariffs, please provide information related to the financing source for the operating and maintenance costs.

.....................................................................................................................................

3. Risk and sensitivity analysis 

Methodology used (short presentation)

Sensitivity analysis 

Indicate the change percent applied to variables tested: ............................

Present the estimated effects over the economic and financial results/performance:

	Project Variable tested
	Variation of financial return rate
	Variation of the financial net present value
	Variation of economic return rate
	Variation of the economic net present value

	
	
	
	
	

	
	
	
	
	


Which of the variables are identified as being critical? Mention which criterion is applicable.

.....................................................................................................................................

Which are the minimum / maximum admissible values of the critical variables?

.....................................................................................................................................

Risk analysis

Describe the estimation of the probability distribution for financial and economical performance indicators of the project. Please indicate the relevant statistical information (expected values, standard deviation…)

……………………………………………………………………………………….
