implementation of ETIAS, they could be hardly expressed in monetary terms. Therefore the
following sections only detail the quantifiable benefits of ETIAS which are only a part of the
benefits.

Time savings

Description

Border guards would benefit from the implementation of ETIAS in terms of time savings, because
they will not have to interact with the travellers who will avoid trips to and back from the border
due to prior refusal of entry via ETIAS.

Methodology

Benefit from time savings is calculated based on a bottom-up approach, i.e. assumptions on time
savings have been done and then they were multiplied by the average wage to get a monetised
expression of the benefit.

Sizing

The main sizing parameter for the time savings estimation is the number of avoided trips. This

parameter is afterwards multiplied by an assumption on the duration of the trip and the average
wage in VE countries, as well as the average wage paid to border guards.

Table 107: Sizing parameters for time savings estimation

Parameter Unit Value Source

Time savings to the border MSs Border Management

guard for handling a Hour 2 Authorities

refusal of entry case

Average hourly wage paid MSs Border management

to the border guard in the EUR 17 authorities (provided 2.720

Schengen Area EUR as monthly wage)

Monetary benefit from Estimation based on the

time savings for border assumptions provided above
EUR 34

guards to handle one

refusal of entry

% of VE-TCNs out of all Technical Study of Smart

TCNs crossing the air % 57 Borders, data collected by MS

border during week 20 of 2014

% of VE-TCNs out of all Technical Study of Smart

TCNs crossing the land % 10 Borders, data collected by MS

border during week 20 of 2014

% of VE-TCNs out of all Technical Study of Smart

TCNs crossing the sea % 62 Borders, data collected by MS

border during week 20 of 2014

2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027

Number of refusals

130 135 139 144 149 154 159 165 171 177
of entry for TCNs
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at external borders
(1000)271

Number of
refusals of
entry for TCNs
at external air
borders ('000) 48 48 49 49 50 50 51 51 52 52

Number of
refusals of
entry for TCNs
at external
land borders
('000) 76 79 82 86 90 94 98 102 107 111

Number of
refusals of
entry for TCNs
at external
sea borders
('000) 7 7 8 8 9 10 10 11 12 13

% of VE-TCNs who
will avoid trips to
BCPs due to prior
denial through
ETIAS?7? - - - - 70% 75% 80% 85% 90% 95%

Results
The table below summarises the estimation of the time saving benefit for border guards.
Table 108: Results of time savings estimation

Investment phase Operational phase TOTAL

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Benefit
from
time
savings
for
border
guards
('000)

- - - 989 1,014 1,114 1,219 1,329 1,446 1,568 8,679

ETIAS fee

Description

As described in section 2.5.2 “Interacting with travellers”, VE-TCNs will be required to pay a fee
for processing their application via ETIAS. The fee will be collected in order:

e To limit fraudulent applications;
e To cover annual operational costs of ETIAS.

Methodology

271 projection based on number of refusals of entry provided in Frontex Risk Assessment, 2016.

272 pssumption confirmed by Member States.
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The fee of EUR 5 was assumed, so that the annual operational costs of ETIAS would be fully
covered by the fee revenues. The fee is competitive with fees collected by Travel Authorisation
Systems in other countries such as the US and Canada and is much lower than the Schengen visa
fee. Therefore it is assumed that it will not have any impact on tourism.

Sizing

The main sizing parameter used for the ETIAS fee revenues estimation is the expected number of
ETIAS applications during the operational period under review. The VE-TCN travellers flow is
forecasted by applying a moving average method taking the estimations provided in the Technical
Study on Smart Borders as basis. The number of ETIAS applications is expected to be lower than
the projected number of travellers from the second year of the system operations, due to the
assumption that ETIAS authorisations would be valid for two years.

It is important to note that the forecast does not take into account possible changes in relation to
visa liberalisation. These changes would increase the number of travellers and the number of

applications.
Table 109: Sizing parameters for ETIAS fee revenues estimation

Investment phase Operational phase
2019 2020 2021 | 2022 2023 2024 2025 2026 2027
Number of VE
traveller‘-;73 (in| 375 39 40.6 42.2 43.8 45.4 47 48.7 50.5
millions)
Number of
ETIAS
applications - - - 422 | 37.23 | 38.59 39.95 41.41 42.9
with 2 vyears
data validity (in
millions)
Results

The tables below summarise the results of fee revenues estimations.

Table 110: Results of ETIAS fee revenues estimation

Investment Operational phase TOTAL
phase

8T0¢
610C
0coc
1C0¢C
ceoce
€20¢
vcoc
scoc
9¢0c
L20¢

fee

ETIAS
revenues
('000)

- |203,000 |179,350 [186,150 |192,950 [199,750 |207,060 |214,540 | 1,382,800

Sensitivity analysis

This section of the study provides the results of the sensitivity analysis, which identifies the
critical variables of the project. Such variables are those whose variations, be they positive or
negative, have the largest impact on the costs and benefits of the project. In ETIAS case, the
most critical variables are the following:

273 Technical Study on Smart Borders (2014).
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The number of VE travellers: if the number of travellers was 10% lower than
assumed in the estimations, the overall costs would be 5% lower and the benefits would
be 10% lower. The investment rate of return (IRR) would amount to 29%, i.e. it would
lower by 4 percentage points and cost-benefit ratio (B/C) would amount to
approximately 1.5, i.e. it would be lower by 10 percentage points.

Percentage of the applications to be processed manually: if 10% of all applications
were processed manually, instead of 5% that are foreseen in the model, this would
almost double the costs of the CMPE. This would also increase the total costs
significantly — by 23%, as CMPE costs comprise very large share in the total costs. IRR
would decrease to 23%, whereas B/C ratio would decline to 1.3.

Time needed to process 1 application manually at CMPE: if it took 12 minutes,
instead of anticipated 10 minutes, to process 1 application manually, the administrative
and premises costs of CMPE would be 18% higher and total costs of ETIAS would be 5%
higher. The total cost calculation is very sensitive for this parameter. The average 10
minutes per case is a conservative estimate compared to other benchmarks.

ETIAS fee: 1 EUR decrease in fee would result in 25% reduction of ETIAS fee revenues.
If ETIAS was made available for free for children under 12 years old and if they comprise
15% share of all travellers, this potentially would lower the fee revenues by around
18%. IRR would decrease to 31%, whereas B/C ratio would decline to 1.53.
Maintenance costs of hardware and software: if the percentage for the maintenance
costs of hardware and software was increased to 25%, instead of 20%, this would result
in 10% increase of overall software costs and 8% increase in hardware costs, however
the impact on total costs of ETIAS would be negligible. It would amount to only 2%
increase.

Costs for ETIAS evolution: if 15% margin for ETIAS evolution was foreseen, instead of
10%, this would result in IRR decrease by 1 percentage point and B/C ratio decrease by
5 percentage points.

Validity period of ETIAS application: if the validity period for the ETIAS application
was extended to 5 years (rather than 2 years in the current computation), the workload
for CMPE and teams in Member States, involved in PNR/ API processing would decline
gradually for the first 4 years of ETIAS operations, due to the declining humber of new
applications. Therefore administrative costs of CMPE would decrease by 13% and
administrative costs of teams in Member States, involved in PNR/ API processing would
decrease by 11%. The maximum storage requirements and processing power
requirements could be lower in case of the longer validity period for ETIAS. This could
result in an approximately 9% decrease of hardware costs, 2% decrease of software
costs and 7% decrease of overall costs. Since a lower proportion of travellers would
require ETIAS, the revenues would be also lower by 11 percentage points. At the end the
revenue decrease (about EUR 154 million over 10 years) would be more important than
the cost decrease (about EUR 52 million). At the end the IRR would decline to 33%,
whereas B/C ratio would decrease to 1.6.

Transition period for ETIAS application: in case of a 1-year transition from voluntary
to mandatory, it is assumed that only 20% of travellers will use the application. This
would have a significant impact (of around 13% decrease), on administrative costs,
because less staff will be needed for CMPE and teams in Member States, involved in
PNR/ API processing, technical managers and other staff at the first years of operations.
Total cost would thus amount to approximately 735 million euros. The collected revenues
from the ETIAS fee would be also by approximately 7 percentage points lower, because
of lower number of applications.
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Annex 12. - ETIAS sizing parameters

Table 111: ETIAS sizing parameters in terms of processes, tasks and messages

Process ‘ Task Request Response

Create application Y %
Check application \Y Y
Variant: confirm application, return
o application
Application Masked extraction of the central database
Update of the masked extraction database
Payment of application request \% \%
Variant: confirm payment, reject payment
Query SIS Y \%
Query EES \Y \%
Query VIS \% \Y
Query SLTD \Y %
Query TDAWN \% \%
Query risk engine watchlist \% \%
Decision -
Create risk assessment rules \% \%
Variant: delete the rules, update the rules
Perform risk assessment \% \%
Create application decision \% \Y
Variant: discontinue assessment, grant
authorisation, flag authorisation, refuse
authorisation
Correct application decision \% \Y
Modification of Variant: close application, grant
application authorisation, flag authorisation, refuse
decision authorisation
Delete decision
Notify Central Manual Processing Enitity
Notification Notify teams in Member States, involved in v v
PNR/ API processing
Notify applicant
Check status \% v
Variant: by traveller, by carrier
Search application examination \% %
Counter terrorism search \% v
Usage of data — -
MS administration search \Y \%
Retrieval \% \%
Variant: application examination
Retrieve application with full decision history \Y \Y
Define report \% \%
Variant: read, delete, update report
definition
Reporting Execute report \Y \%
Variant: schedule report execution, delete
report execution, read report execution
Execute ad-hoc report \Y% Y
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Process Task Request ‘ Response

Search report by authorized user Y

Automated deletion report

Automated log entry deletion report

Open support ticket

Support to

end-users Close support ticket

Transmit to MS

< [ | |<|<|<

< [ | < |<|<

Total number
of processes

Total number of tasks Total number of messages
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HOW TO OBTAIN EU PUBLICATIONS

Free publications:

e one copy:
via EU Bookshop (http://bookshop.europa.eu);

e more than one copy or posters/maps:
from the European Union’s representations (http://ec.europa.eu/represent_en.htm);
from the delegations in non-EU countries
(http://eeas.europa.eu/delegations/index_en.htm);
by contacting the Europe Direct service (http://europa.eu/europedirect/index_en.htm)
or calling 00 800 6 7 8 9 10 11 (freephone number from anywhere in the EU) (*).

(*) The information given is free, as are most calls (though some operators, phone boxes or hotels may
charge you).

Priced publications:
e via EU Bookshop (http://bookshop.europa.eu).
Priced subscriptions:

e via one of the sales agents of the Publications Office of the European Union
(http://publications.europa.eu/others/agents/index_en.htm).
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