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THE GALILEO PROGRAMME WAS INITIATED IN THE MID 1990S WITH THE 

AIM OF ESTABLISHING A EUROPEAN GLOBAL NAVIGATION SATELLITE 

SYSTEM. IT HAS SEEN SERIOUS DELAYS AND COST-OVERRUNS. IN 

THIS SPECIAL REPORT THE COURT AUDITED THE DEVELOPMENT 

AND VALIDATION PHASE OF THE GALILEO PROGRAMME LOOKING 

AT WHICH FAC TORS ACCOUNTED FOR THE FAILURES. THE COURT 

CON CLUDE D TH AT MAN AGEMENT OF THE DE VELO PM EN T A N D 

VALIDATION PHASE WAS INADEQUATE. IF THE MID-2007 REDIRECTION 

OF THE EGNOS AND GALILEO PROGRAMMES IS TO SUCCEED, THE 

COMMISSION MUST CONSIDERABLY STRENGTHEN ITS MANAGEMENT 

OF THE PR OG R AMMES. TH IS REPOR T INCLUDES A N U M B ER O F 

RECOMMENDATIONS AIMED AT SUPPORTING THE COMMISSION IN 

THIS TASK. FINALLY, SHOULD THE EU RESOLVE TO ENGAGE IN OTHER 

LARGE INFRASTRUC TURE PROGRAMMES, THE COMMISSION MUST 

USE THE APPROPRIATE MANAGEMENT TOOLS.
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I .
The  EGNOS  and  G a l i l eo  p ro g rammes  were 
i n i t i a t e d  i n  t h e  m i d  19 9 0 s  w i t h  t h e  a i m  o f 
es t ab l i sh ing  a  European  G loba l  Nav iga t i on 
S a t e l l i t e  S y s t e m  ( GNSS    ) .  EGNOS      i s  a 
regional  sate l l i te based augmentat ion system 
for  Europe that  improves the s igna ls  coming 
f r o m  ex i s t i n g  s a t e l l i t e  n av i g a t i o n  sy s t e m s 
s u c h  a s  GPS   .  G a l i l e o  i s  c u r r e n t l y  u n d e r 
d eve l o p m e n t  a s  Eu r o p e ’s  G l o b a l  S a t e l l i t e 
Nav igat ion  Sys tem. 

I I .
I n  o r d e r  t o  m a n a g e  t h e  d ev e l o p m e n t  a n d 
va l i dat i on  phase o f  t he  Ga l i l eo  p rogramme, 
the European Commiss ion and the European 
S p a c e  A g e n c y  ( ESA   )  s e t  u p  a  d e d i c a t e d 
s t r u c t u r e ,  t h e  G a l i l e o  J o i n t  U n d e r t a k i n g 
( G J U ) ,  w h i c h  o p e r a t e d  f r o m  S e p t e m b e r 
2 0 0 3  u n t i l  t h e  e n d  o f  2 0 0 6 .  I n  2 0 0 7,  t h e 
ac t iv i t ies  of  the GJU were t ransfer red to  the 
GNSS  Super v i so r y  Au tho r i t y,  a  C ommun i t y 
Agency.

I I I .
The  G a l i l eo  p ro g ramme was  t he  f i r s t  o f  i t s 
k i n d  i n  s e v e r a l  r e s p e c t s :  i t  w a s  t h e  f i r s t 
c l o s e  c o l l a b o r a t i o n  b e t w e e n  t h e  ESA   a n d 
t h e  C o m m i s s i o n  o n  s u c h  a  l a r g e  s p a c e 
p ro g r amme,  t he  f i r s t  i ndus t r i a l  p ro g r amme 
t o  b e  m a n a g e d  a t  Eu r o p e a n  l eve l  a n d  t h e 
f i r s t  t ime the Commiss ion was to  par t ic ipate 
in  a  pub l i c - p r i va te  par tnersh ip. 

summary

IV.
N e g o t i a t i o n s  w i t h  t h e  p r i va t e  s e c t o r  o n  a 
c onc ess ion  agreement  s ta l led  in  ear ly  20 07 
and the  Par l iament  and the  Counc i l  dec ided 
to  red i rec t  t he  p rog ramme in  au tumn 20 07. 
Te c h n o l o g i c a l  d ev e l o p m e n t  h a s  b e e n  s e t 
bac k  f i ve  yea r s .  A s  a t  t he  end  o f  20 0 8 ,  no 
o p e r a t i o n a l  s a te l l i t e s  h ave  b e e n  l aun c h e d 
and c ost  es t imates  fo r  the  deve lopment  and 
va l i da t i on  phase  have  a lmost  doub led  f rom 
1,1  to  2 ,1  b i l l i on  euro.  The  C our t ’s  aud i t  o f 
the deve lopment  and va l idat ion phase of  the 
Ga l i l eo  p rogramme examined:  

( i )  wh ich fac tors  accounted fo r  the fa i lu re  of 
t he  c onc ess ion  p roc ess;

( i i )  wh ich fac tors  accounted fo r  the repor ted 
delays and cost over runs of technological 
deve lopment ;

( i i i )  to  what  ex tent  spending on research and 
deve lopment  ac t iv i t ies  has benef i ted the 
Ga l i l eo  p rogramme;

( iv)  how wel l  the GJU had integrated EGNOS 
in to  Ga l i l eo;

( v )  w h e t h e r  t h e  G a l i l e o  p r o g r a m m e  w a s 
adequate ly  gover ned.
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V.
T h e  C o u r t  c o n c l u d e d  t h a t  m a n a g e m e n t 
o f  t h e  d ev e l o p m e n t  a n d  v a l i d a t i o n  p h a s e 
w a s  i n a d e q u a t e .  T h e  G a l i l e o  p r o g r a m m e 
exper ienc ed p rob lems at  d i f fe rent  l eve ls:  

( i )  T h e  G J U  w a s  n o t  a  s t r o n g  p r o g r a m m e 
manager nor was any other body assigned 
th is  ro le .  The  GJU d id  not  ach ieve  most 
o f  i t s  o b j e c t i ve s  –  o w i n g ,  h o w eve r,  t o 
f a c t o r s  t h a t  w e r e  l a r g e l y  o u t s i d e  t h e 
GJU ’s  c ont ro l .

( i i )  The programme lacked a st rong st rateg ic 
sponsor and super v isor :  the Commiss ion 
did not  proact ive ly di rec t  the programme, 
leav ing  i t  w i thout  a  he lmsman. 

( i i i )  O w i n g  t o  t h e i r  d i f f e r e n t  p r o g r a m m e 
expec tat ions,  Member  States inter vened 
in the interest  of  the i r  nat ional  indust r ies 
and he ld up dec is ions.  The compromises 
m a d e  l e d  t o  i m p l e m e n t a t i o n  p r o b l e m s , 
d e l a y s  a n d ,  i n  t h e  e n d ,  t o  c o s t 
over r uns .

VI .
T h e  PPP    w a s  i n a d e q u a t e l y  p r e p a r e d  a n d 
conceived. As a resul t ,  the GJU was required 
to  negot ia te  a  PPP wh ich  was  unrea l i s t i c .

VI I .
T h e  G J U ’ s  t a s k  o f  s u p e r v i s i n g  t h e 
t e c h n o l o g i c a l  d ev e l o p m e n t  a c t i v i t i e s  w a s 
ser ious ly  const ra ined by governance issues, 
a n  i n c o m p l e t e  b u d g e t ,  d e l a y s  a n d  t h e 
i ndus t r i a l  o r gan i s a t i on  o f  t he  deve l opment 
and  va l i dat i on  phase.

summary

VI I I .
D i s c o n t i n u i t i e s ,  t h e  i n a p p r o p r i a t e n e s s  o f 
t h e  S i x t h  F r a m e w o r k  P r o g r a m m e  ( FP  6 ) 
f o r  f und ing  mar ke t  deve l o pm ent  ac t i v i t i e s , 
t h e  a b s e n c e  o f  a  c o m p r e h e n s i v e  m a r k e t 
deve lopment  app roac h  and  de lays  ac c ount 
f o r  t h e  l i m i t e d  u s e f u l n e s s  o f  G a l i l e o  R T D 
resu l t s .

IX .
T h e  i n t e g r a t i o n  o f  EGNOS      i n t o  G a l i l e o 
was  o n l y  p a r t i a l l y  suc c e s s f u l  b e c aus e  t h e 
GJ U 's  mandate  was  no t  c lea r,  t he  dec is i on 
t o  i n c l u d e  EGNOS      i n  t h e  c o n c e s s i o n 
negot ia t ions  he ld  up  the  ach ievement  o f  the  
EGNOS programme, the EGNOS inst i tut ional 
f r a m e w o r k  w a s  n o t  c l e a r  a n d  t h e  G J U 
devoted  l i t t l e  e f f o r t  to  mar ke t  deve lopment 
fo r  EGNOS . 

X .
The programme’s governance was inadequate. 
T h e  d i v i s i o n  o f  r o l e s  b e t we e n  t h e  e n t i t i e s 
i nvo lved  in  t he  deve lopment  and  va l i da t i on 
phase of the programme (EU and ESA Member 
S tates ,  Commiss ion,  GJU and ESA)  was not 
c l e a r l y  d e f i n e d .  T h e  C o m m i s s i o n  d i d  n o t 
p rov i de  adequate  l eade r sh ip  i n  deve lop ing 
and manag ing  Ga l i l eo.

XI .
I f  t h e  m i d -2 0 07  r e d i r e c t i o n  o f  t h e  EGNOS    
and Ga l i l eo  p rogrammes i s  to  suc c eed,  t he 
Commission must considerably st rengthen i ts 
management  of  the programmes.  This  repor t 
inc ludes a number of recommendat ions aimed 
at  suppor t ing  the  Commiss ion  in  th i s  t ask .

XI I .
Fina l l y,  shou ld  the  EU reso lve  to  engage in 
o the r  l a rge  in f ras t r uc tu re  p rog rammes,  t he 
C o m m i s s i o n  m u s t  e ns u r e  i t  h a s  ac c e s s  t o 
the  appropr ia te  management  too ls .
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1 European Geostationary 
Navigation Overlay Service..

2 GPS (Global Posit ioning System), 
a GNSS developed and operated 
by the United States Depar tment 
of Defense; GLONASS, a GNSS 
developed by the former Soviet 
Union and now operated for 
the government of the Russian 
Federation by its Space Forces..

INTRODUCTION

This audi t  repor t  is about the European Union’s involvement in sate l l i te 
nav igat ion  in  the  per iod  20 03 -20 0 6 . 

T he  European  Un ion ’s  s a te l l i t e  nav i ga t i on  s t r a te gy  c ons i s t s  o f  t wo 
p rogrammes:  EGNOS 1 and Ga l i l eo. 

(a) 	EGNOS  is a regional  system for  Europe that  moni tors and cor rec ts 
t he  s i gna l s  em i t ted  by  ex i s t i ng  sa te l l i t e  nav i ga t i on  sys tems 2 by 
improv ing  the i r  ac curacy  and assess ing  the i r  re l i ab i l i t y.

(b) 	G  a l i l e o  i s  c u r r e n t l y  u n d e r  c o n s t r u c t i o n  a s  E u r o p e ’s  G l o b a l 
N a v i g a t i o n  S a t e l l i t e  S y s t e m  ( GNSS    ) .  I t  i s  t h e  E u r o p e a n 
c o u n t e r p a r t  o f  t h e  A m e r i c a n  GPS    a n d  a  j o i n t  i n i t i a t i ve  o f  t h e 
European Commission and the European Space Agency (ESA) (see  
Annex I ) . 

1.

2.
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3.

4.

5.

6.

3 COM(94) 248 – Satellite navigation 
services: a European approach.

4 Resolution of the Council of the 
European Union of 19 December 
1994 on the European contr ibution 
to the development of a Global 
Navigation Satellite System (GNSS).

5 Grouped into the EGNOS Operator 
and Infrastructure Group (EOIG).

Early days (before 1999)

The histor y of  Gal i leo began in 1994,  wi th the European Commission’s 
p r o p o s a l  t o  e n g a g e  Eu r o p e  i n  s a te l l i t e  n av i g a t i o n 3.  B as e d  o n  t h i s 
proposal,  in December 1994 the Counc i l  of  the European Union inv i ted 
the  Commiss ion  to  in i t i a te  the  nec essar y  ac t i v i t i es 4.

T h e  C o m m i s s i o n ’s  i n i t i a l  s t r a t e g y  f o r  t h e  d eve l o p m e n t  o f  a  GNSS    
compr ised two stages. The f i rst (GNSS-1) was to develop a complement 
t o  t he  ex i s t i ng  GPS  and  GLONASS     sys tems .  T h i s  s t ag e ,  k now n  as 
EGNOS ,  c ons i s t s  o f  t h ree  t r ansponder s  on  geos t a t i onar y  sa te l l i t es 
and  a  ne t wo r k  o f  g r ound  s t a t i ons  c ove r i ng  a l l  o f  Eu r op e  w h i c h  a re 
used to  improve the  accuracy  o f  GPS and GLONASS (see footnote  2) 
and  to  assess  the  re l i ab i l i t y  o f  t he i r  s igna ls . 

EGNOS    was  f i r s t  imp l em ente d  i n  19 9 4  as  an  ESA p r o g r amm e w i t h 
f i nanc ing  f rom severa l  sourc es  (ESA M ember  S t a tes ,  t he  European 
C o m m i s s i o n ,  Eu r o c o n t r o l  a n d  a  n u m b e r  o f  n a t i o n a l  c i v i l  av i a t i o n 
o p e r a t o r s  a n d  o t h e r  o r g a n i s a t i o n s 5) .  I t  w a s  i n i t i a l l y  i n t e n d e d  a s 
a  d e m o n s t r a t o r,  b u t  g r a d u a l l y  i t  w a s  d e c i d e d  t o  c o nve r t  i t  i n t o  a 
p r e - o p e r a t i o n a l  a n d  t h e n  a n  o p e r a t i o n a l  p r o g r a m m e  (s e e  a l s o  
Annex I I ) .

The  sec ond s tage  (GNSS  -2)  was  to  imp lement  a  g loba l  c i v i l  sa te l l i te 
nav iga t i on  sys tem,  known as  Ga l i l eo.  Th is  w i l l  u l t imate ly  c ons is t  o f 
3 0  sate l l i tes  a t  a  f i xed  a l t i t ude  o f  approx imate ly  23  0 0 0 km,  as  we l l 
as  a  net work  o f  g round s ta t ions ,  and w i l l  o f fe r  f i ve  leve ls  o f  ser v ices 
(see  Box 1 ) .

The history of galileo
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There  were  th ree  mot i ves  under ly ing  the  c reat ion  o f  Ga l i l eo: 

(a) 	 p o l i t i c a l  (G a l i l e o  i s  a  d e c l a r a t i o n  o f  a n  i n d e p e n d e n t  Eu r o p e a n 
GNSS  c apab i l i t y) ; 

(b) 	 e c o n o m i c  (G a l i l e o  w a s  s e e n  a s  c o m m e r c i a l l y  v i a b l e  a n d  w a s 
j u s t i f i e d  b y  p r e d i c t i o n s  o f  s u b s t a n t i a l  e c o n o m i c  a n d  s o c i a l 
benef i t s);

(c) 	 t e c h n o l o g i c a l  (G a l i l e o  w a s  t o  b e c o m e  t h e  m o s t  s o p h i s t i c a t e d 
nav igat ion  sys tem ava i lab le).

T he  G a l i l e o  p r o g r amme was  d i v i de d  a t  t he  ou t se t  i n to  f ou r  phases 
(see  Table  1 ) : 

(a) 	 techn ic a l  def in i t i on;

(b) 	 deve lopment  and  va l i dat i on;

(c) 	 dep loyment ;

(d) 	 c ommerc ia l  operat i on .

7.

8.

Own resources Regulation provisions
B O X  1

The Open Service (OS) will be free of user charges and will provide competitive position and timing performance 
relative to other GNSS systems. 

Safety of Life (SoL) will deliver enhanced performance (including an integrity function, i.e. a timely warning of reduced 
accuracy) and certification and will be offered with a service guarantee to the critical transport community, e.g. aviation 
and maritime. 

The Commercial Service (CS) will provide access to two additional (encrypted) signals, to allow for a higher data 
throughput rate and enable users to improve accuracy. 

The Public Regulated Service (PRS) will provide position and timing to specific users requiring a high continuity of 
service (e.g. emergency services, security forces and the military), with controlled access. 

Finally, Galileo will contribute, through its Search And Rescue (SAR) service to the International Satellite System for 
Search and Rescue (Cospas-Sarsat). Galileo satellites will be able to pick up signals from emergency beacons carried 
on ships, planes or persons and send them back to national rescue centers, enabling the latter to pinpoint the location 
of an accident.

TA BL  E  1
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Phases and main objectives Initial timing Governance structure*

 
Definition phase
Technical activities
•	 Technical studies
•	 Technology pre-developments
Other activities
•	P reparation of governance structures for the next 

phase
•	L egal and business development feasibility studies
•	I nternational agreements

 
1999-2000

 
European Commission and the ESA 
separately plus coordination via PMB 
(Programme Management Board), GPO 
(Galileo Programme Office) and GISS 
(Galileo Interim Support Structure)

 
Development and validation phase

Technical activities
•	 Detailed definition of space, ground and user 

segments
•	D evelopment and construction of prototype satelli-

tes and minimal ground segment
•	 “In-orbit” validation of the system

Other activities
•	R esearch grants (FP6)
•	D evelopment business plan
•	C oncession negotiations
•	EGNOS  integration 
•	I nternational agreements

 
2001-2005

 
European Commission and the ESA 
through GJU

 
Deployment phase

Technical activities
•	S atellite assembly and launch
•	I nstallation of complete ground segment

Other activities
•	 Business development

 
2006-2007

 
European GNSS Supervisory Authority 
(GSA) + concession holder

 
Commercial operation phase

Technical activities
•	S atellite renewal
•	O peration of the centers
•	 Maintenance

Other activities
•	C ommercial activities

 
2008+

 
European GNSS Supervisory Authority 
(GSA) + concession holder

*The amendments to the Galileo management structure proposed by recent (2007) Commission communications and 
Council resolutions are not ref lected in this table.

TA BL  E  1
Phases of the Galileo programme as foreseen in November 2000
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Definit ion (1999 –  2002)

T h e  G a l i l e o  p r o g r a m m e  g o t  u n d e r w ay  i n  19 9 9 ,  w h e n  t h e  C o u n c i l 
g av e  t h e  g o - a h e a d  f o r  t h e  d e f i n i t i o n  p h a s e 6.  D u r i n g  t h i s  p h a s e , 
both  the  Commiss ion  and the  ESA under took  techn ic a l  s tud ies ,  p re -
d eve l o p m e n t s  a n d  f e a s i b i l i t y  s t u d i e s .  Fu n d i n g  f r o m  t h e  Eu r o p e a n 
C o m m u n i t y  b u d g e t  w a s  m a i n l y  a l l o c a t e d  v i a  t h e  Fo u r t h  a n d  F i f t h 
Framework Programmes for  Research and Development7.  ESA funding 
was  a l l oc ated  th rough i t s  Ga l i l eoSat  p rogramme.

I n  N o v e m b e r  2 0 0 0 8 ,  t h e  C o m m i s s i o n  p r e s e n t e d  t h e  E u r o p e a n 
Par l i ament  and  the  Counc i l  w i t h  t he  resu l t s  o f  t he  def in i t i on  phase. 
These c onta ined  c onc rete  p roposa ls  on  the  def in i t i on  o f  t he  sys tem, 
i t s  ec o n o m i c  an d  f i nanc i a l  asp ec t s  an d  i t s  m anag em ent  s t r uc t u r e . 
T h e  t i m e t a b l e  f o r  t h e  n ex t  p h a s e s  o f  t h e  G a l i l e o  p r o g r a m m e  w a s 
es tab l i shed as  fo l l ows  (see  a lso  Table  1 ) :

(a)  t h e  d eve l o p m e n t  a n d  va l i d a t i o n  p h as e  wo u l d  r un  f r o m  2 0 01  t o 
20 05; 

(b)  t he  dep loyment  phase wou ld  r un  f rom 20 0 6 to  20 07;

(c)  t he  c ommerc ia l  operat i on  phase wou ld  s t a r t  i n  20 08 . 

T h e  c o m m u n i c a t i o n  p l a n n e d  f o r  EGNOS     t o  b e c o m e  o p e r a t i o n a l  i n 
20 03 . 

The Commiss ion s tated in  the same communicat ion that  “cost /benef i t 
s tud ies  show Ga l i l eo  to  be  c os t - e f fec t i ve  and  su f f i c i en t l y  a t t rac t i ve 
t o  o bv i a t e  t h e  n e e d  f o r  a ny  f u r t h e r  p u b l i c  f u n d i n g  i n  t h e  f o r m  o f 
subs id ies  f rom 20 07.”  The  Ga l i l eo  sys tem was  to  c os t  a  to t a l  o f  3 ,3 
b i l l i on  euro  (see Table  2  fo r  a  deta i led  b reakdown).  The Commiss ion 
c ons idered  the  PPP to  be  “an  essent ia l  f ac to r  fo r  t he  suc c ess  o f  t he 
Gal i leo programme”.  The communicat ion a lso h igh l ighted the urgency 
o f  t ak ing  a  po l i t i c a l  dec is ion  to  c ont inue  the  p rogramme at  t he  N ic e 
European Counc i l  i n  Dec ember  20 0 0.

9.

10.

11.

6 Council Resolution of 19 July 
1999 on the involvement of Europe 
in a new generation of satellite 
navigation services - Galileo-
Def init ion phase. 

7 Decision No 1110/94/EC of the 
European Parliament and of the 
Council of 26 April 1994 concerning 
the four th framework programme 
of the European Community 
activit ies in the f ield of research 
and technological development and 
demonstration (1994 to 1998) (OJ 
L 126, 18.5.1994, p. 1); Decision 
No 182/1999/EC of the European 
Parliament and of the Council of 
22 December 1998 concerning the 
f if th framework programme of the 
European Community for research, 
technological development and 
demonstration activit ies (1998 to 
2002) (OJ L 26, 1.2.1999, p. 1).

8 COM(2000) 750 of 22 November 
2000 – Commission communication 
to the European Parliament and the 
Council – On Galileo.
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12.

13.

14.

9 A DBFO (design-build-f inance-
operate) type of PPP where the 
private par ty recovers costs 
from user charges or availability 
payments.

10 Decision No 1513/2002/EC of 
the European Parliament and of the 
Council of 27 June 2002 concerning 
the sixth framework programme 
of the European Community for 
research, technological development 
and demonstration activit ies, 
contr ibuting to the creation of the 
European Research Area and to 
innovation (2002 to 2006) (OJ L 232, 
29.8.2002, p. 1).

As requested by the Counc i l  of  the European Union in i ts  Resolut ion of 
5  Apr i l  2001,  the Commiss ion had severa l  s tud ies made of  a  bus iness 
p lan  fo r  Ga l i l eo.  These  s tud ies  rec ommended a  ‘c onc ess ion’- mode l 
o f  PPP 9.  The  C ounc i l  c on f i r med  the  cho ic e  o f  a  c onc ess ion  to  f und 
the dep loyment  and operat ional  phases of  the Gal i leo programme and 
agreed in  March  20 02 " to  work  to  secure  a  c os t - share  o f  a t  most  1/3 
fo r  t he  Communi t y  budget  and  a t  l eas t  2 /3  fo r  t he  p r i va te  sec to r "  fo r 
t he  dep loyment  phase. 

Development and validation under the GJU 	  
(2003-2006)

Purpose

From a techn ica l  po int  o f  v iew,  the deve lopment  and va l idat ion phase 
c ons i s ted  o f  t he  techno log i c a l  deve lopment  o f  pa r t  o f  t he  sys tem – 
an  i n i t i a l  c o r e  s a te l l i t e  c o ns te l l a t i o n  o f  t wo  ex p e r im e n t a l  an d  f o u r 
operat i ona l  sa te l l i tes ,  t he  assoc ia ted  g round segment  and  tes t  user 
segment s ,  mak ing  va l i da t i on  p os s ib le  t h rough  i n - o r b i t  and  g round -
bas e d  t e s t s  (a l s o  c a l l e d  I n - O r b i t  Va l i da t i o n  o f  IOV  ) .  T h e  ESA  was 
r e s p o n s i b l e  f o r  i m p l e m e n t i n g  t h e s e  t e c h n o l o g i c a l  d e v e l o p m e n t 
ac t i v i t i es  th rough i t s  Ga l i l eoSat  p rogramme.

In  para l le l  w i th  techno log ica l  deve lopment ,  the  Commiss ion focused, 
dur ing the development and val idat ion phase, on other act iv i t ies aiming 
a t  b r idg ing  the  gap bet ween the  sys tem and i t s  f u tu re  users  in  o rder 
t o  p r e p a r e  f o r  t h e  s u c c e s s i ve  p h a s e s  o f  t h e  p r o g r a m m e,  t h r o u g h 
bus iness  deve lopment  and  mob i l i sa t i on  o f  f unds .  Ear ly  deve lopment 
o f  u s e r  s e g m e n t s  w a s  s e e n  a s  t h e  key  t o  s u b s e q u e n t  u s e  o f  t h e 
G a l i l e o  sy s t e m  i f  d i r e c t  r eve n u e  wa s  t o  b e  g e n e r a t e d .  T h e r e f o r e , 
t he  Commiss ion  t a rgeted  p r i va te - sec to r  invo lvement  th rough a  PPP. 
Addi t ional ly,  the focus was on funding RTD act iv i t ies through the Six th 
Framework  Programme fo r  Research  (FP6)10 in  o rder  to  suppor t  both 
techno log ic a l  deve lopment  and  bus iness  deve lopment  and  on  us ing 
EGNOS as a  p recursor  p rogramme to  p repare  the  market  fo r  Ga l i leo. 
EGNOS wi l l  de l iver  regional  ser v ices s imi lar  to three of  the f ive future 
Ga l i l eo  ser v ic es  –  OS,  SoL and SAR  (see  Box 1 ) .
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T h e  Ga  l i l eo   J oin   t  Un  d er  ta k in  g  –  t h e  mana    g emen    t 
vehicle for the development and validation phase

The development and val idat ion phase was to be managed by the GJU, 
a  ded i c a ted  s t r uc tu re  se t  up  by  t he  C ommis s i on  and  t he  ESA a f te r 
approva l  by  the  Counc i l  o f  t he  European Un ion and the  ESA Counc i l . 
T he  f o r m e r  C o unc i l ’s  dec i s i o n  t o  p r o c e e d  i n  f u l l  w i t h  deve l o p m ent 
and va l idat ion was not  t aken unt i l  March 20 0211,  15 months la ter  than 
expected. This delay was caused by lengthy negot iat ions among the EU 
Member States concerning the use of  the system for  mi l i tar y purposes 
and  p r i va te - sec to r  f und ing  and  par t i c ipa t i on  in  t he  p rogramme.  The 
ESA Counc i l ’s  o f f i c ia l  go - ahead fo r  deve lopment  and  va l i dat i on  was 
fur ther delayed unt i l  May 2003. This was caused by lengthy discussions 
among the ESA Member  States  on the i r  indust r ia l  par t i c ipat ion  in  the 
p rogramme.  The GJU was set  up  by  EC regu la t i on  in  May 20 0212 13 , 
i t s  Foundat ion Act  was s igned in June 2003 and i t  became operat ional 
in  September  20 03 .

The main reason for set t ing up the GJU was the need for a coordinat ion 
p la t fo r m bet ween the  ESA and the  Commiss ion.  There  were  severa l 
o t he r  r easons14,  suc h  as  t he  need  to  r un  t he  p ro g r amme t h rough  a 
s ing le ent i t y  and the capac i t y  to  at t rac t  pr ivate funds for  deve lopment 
a n d  va l i d a t i o n .  H oweve r,  a l t h o u g h  t h e  p r i va te  s e c to r  i n d i c a te d  i t s 
r e ad in e s s  t o  c o n t r i b u te  up  t o  2 0 0  m i l l i o n  eu r o  t o  t h e  deve l o p m ent 
and  va l i da t i on  phase15 by  s ign ing  a  Memorandum of  Unders tand ing, 
t h i s  in tent ion  never  mate r ia l i sed.

As  es tab l i shed by  i t s  S ta tu tes ,  t he  GJU was to: 

(a) 	 s u p e r v i s e  a l l  G a l i l e o  p r o g r a m m e  a c t i v i t i e s  p l a n n e d  f o r  t h e 
deve lopment  and  va l i dat i on  phase;

(b) 	 m a ke  a ny  n e c e s s a r y  a d j u s t m e n t s  i n  t h e  l i g h t  o f  d eve l o p m e n t s 
oc cur r ing  dur ing  the  deve lopment  and  va l i dat i on  phase; 

(c) 	 p repare  fo r  t he  dep loyment  and  operat i ona l  phases . 

15.

16.

17.

11 Preliminary approval for some 
activit ies was given in April 2001.

12 Council Regulation (EC) No 
876/2002 of 21 May 2002 setting up 
the Galileo Joint Under taking (OJ L 
138, 28.5.2002, p. 1).

13 Ar ticle 171 of the EC Treaty: 
“The Community may set up 
joint under takings or any other 
structure necessary for the ef f icient 
execution of Community research, 
technological development and 
demonstration programmes.”

14 Regulation (EC) No. 876/2002; 
European Council conclusions of 
March 2001; COM(2001) 336 of 20 
June 2001 – Proposal for a Council 
Regulation on the establishment of 
the Galileo Joint Under taking.

15 Whereas 13 of Regulation (EC) No 
876/2002.
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The GJU ’s  ma in  t asks ,  as  es tab l i shed by  i t s  S ta tu tes ,  were:

(a) 	 management  o f  a  tender ing procedure resu l t ing  in  the conc lus ion 
o f  a  c onc ess ion  agreement ;

(b)super v is ion  o f  t he  ESA’s  techno log ic a l  deve lopment  ac t i v i t i es;

(c) 	 in i t i a t i on  and  management  o f  research  ac t i v i t i es;

(d) 	 in tegrat i on  o f  EGNOS  in to  Ga l i l eo. 

A t  t he  s t a r t ,  t he  G J U c o ns i s te d  o n l y  o f  i t s  t wo  f o und ing  m em b er s , 
t he  ESA and the  Commiss ion.  The Nat iona l  Remote  Sens ing  Cent re 
o f  Ch ina  (NRSCC )  j o i ne d  t he  G J U i n  O c tob e r  20 0 4 ,  t o  b e  f o l l owe d 
i n  S e p t e m b e r  2 0 0 5  b y  t h e  I s r a e l i  c o m p a n y  M AT I M OP   (s e e  a l s o  
A n n e x  I I I ) .  T h e  G J U ’ s  g o v e r n a n c e  s t r u c t u r e  i s  p r e s e n t e d  i n  
Figure  2 .

Funding

Dur ing the deve lopment  and va l idat ion phase,  EU funds (f rom TEN -T16  
and FP6)  were channeled through the GJU whi le  the ESA co - f inanced 
G a l i l eo  t h rough  i t s  G a l i l eo Sat  and  AR TES p ro g rammes  (Fig ur e  1 ) . 
From 1999 to 2007,  the funds a l located to Gal i leo came to 1,94 b i l l ion 
euro. 

Progress

I n  O c t o b e r  2 0 0 4 ,  t h e  C o m m i s s i o n  s e n t  a  c o m m u n i c a t i o n  o n  t h e 
p r o g r a m m e ’s  p r o g r e s s  t o  t h e  P a r l i a m e n t  a n d  t h e  C o u n c i l 17.  T h i s 
c ommunic at ion  p repared  the  g round fo r  a  Transpor t  Counc i l  meet ing 
in December 2004, at  which i t  was dec ided to move to the programme’s 
d e p l o y m e n t  p h a s e .  T h e  C o m m i s s i o n  d i d  n o t  p r e s e n t  a n  u p d a t e d 
t imetable. At that point the technological development had accumulated 
a  de lay  o f  about  t h ree  years . 

18.

19.

20.

21.

16 Council Regulation (EC) 
No 2236/95 of 18 September 1995 
laying down general rules for the 
granting of Community f inancial 
aid in the f ield of trans-European 
networks (OJ L 228, 23.9.1995, 
p. 1); Decision No 1692/96/EC 
of the European Parliament and 
of the Council of 23 July 1996 
on Community guidelines for the 
development of the trans-European 
transpor t network (OJ L 228, 
9.9.1996, p. 1), as amended by 
Decision No 1346/2001/EC 
(OJ L 185, 6.7.2001, p. 1).

17 COM(2004) 636 f inal 
Communication from the 
Commission to the European 
Parliament and the Council – Moving 
to the deployment and operational 
phases of the European satellite 
radio-navigation programme.
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gAlIlEO dEvElOPMENt ANd vAlIdAtION PhASE –  f INANcINg flOw 
(1999-2007) *

f I g u R E  1

*The chinese and israeli contr ibutions consisted of a contr ibution to the gJu’s base capital (5 million and 4 million euro respectively) 
and a contr ibution to be used to f inance the activit ies of their own national industr ies (through contracts with the esa). The lat ter was 
not mobilised in full.

Source: eca estimate
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The communicat ion  s ta ted  that  the  GJU had “success fu l l y  completed 
the  p roc edure  fo r  se lec t ing  the  f u tu re  c onc ess ion  ho lder ”.  However, 
the  concess ion  se lec t ion  phase had jus t  been ex tended unt i l  t he  end 
of  Januar y  20 05.  In  Februar y  20 05,  moreover,  the GJU d id  not  se lec t 
a  p re fe r red  b i dde r  be t ween  t wo  c and ida te  c onso r t i a18.  I ns tead ,  t he 
tende re r s  p rop osed  to  j o i n  i n to  a  merged  c onso r t i um,  t o  wh i c h  t he 
GJU agreed in  June 20 05,  and  made a  jo in t  b id .

Bet ween Ju ly  and December  20 05,  both  the  c oncess ion  negot ia t ions 
a n d  t e c h n o l o g i c a l  d ev e l o p m e n t  a c t i v i t i e s  w e r e  b l o c ke d  o w i n g  t o 
inter vent ion by some Member  States.  D isagreement  bet ween Member 
S ta tes  focused on  the  c ompos i t i on  o f  t he  merged c onsor t ium wh ich 
was to b id for  the concession cont rac t  and the locat ion of  the system’s 
ac t i v i t y  c en te r s ,  g r o un d  i n f r as t r uc t u r e  an d  h e ad qua r te r s .  T h r o u gh 
mediat ion19,  an agreement was reached in December 2005. Negot iat ions 
w i th  the  merged c onsor t ium ac tua l l y  s t a r ted  in  Januar y  20 0 6 . 

O n  2 8  D e c e m b e r  2 0 0 5 ,  t h e  f i r s t  e x p e r i m e n t a l  s a t e l l i t e ,  c a l l e d 
GIOVE   - A ,  was  suc c es s f u l l y  l aunc he d ,  t hus  sec u r i ng  ac c es s  t o  t he 
Gal i leo f requenc ies a l located by the Internat ional  Telecommunicat ions 
Un ion.

I n  J une  20 0 6 2 0,  t he  C ommis s i on  re l eased  an  upda ted  t imet ab le  f o r 
Ga l i l eo 21.  The deve lopment  and va l idat ion  phase wou ld  now r un  unt i l 
ea r l y  20 0 9 ,  and  dep l oy m ent  wou l d  t ake  p l ac e  i n  20 0 9  and  2010  (a 
three-year shi f t  with regard to the ini t ia l  t imetable).  This communicat ion 
a lso  expanded the  budget  fo r  t he  deve lopment  and  va l i dat i on  phase 
to  1,5  b i l l i on  euro  (40 0 mi l l i on  euro  more  than the  in i t i a l  budget).  On 
t he  c onc es s ion  nego t i a t i ons ,  t he  C ommis s i on  sa id :  “ I t  has  bec ome 
c lear  that  a  concess ion so lut ion is  best  su i ted to  the spec i f ic  features 
o f  t he  p rogramme.  […]  By  the  end o f  20 0 6 ,  t he  es t imated  c os ts  and 
i nc ome and  t he  pub l i c  sec to r  c on t r i bu t i on  w i l l  have  been  f i na l i sed . 
In  add i t i on ,  t he  f inanc ia l  p lan  w i l l  be  c onf i r med and  the  ma in  te r ms 
o f  t he  c ont rac t  w i l l  be  f i xed.”  

I n  N ove m b e r  2 0 0 6 ,  t h e  n e g o t i a t o r s  f r o m  t h e  G J U  a n d  t h e  m e r g e d 
c onso r t i um in i t i a led  t he  Ga l i l eo  PPP Heads  o f  Te r ms (HoT )  v.1,  t he 
f i r s t  d ra f t  o f  a  non - c ont rac tua l l y  b ind ing  s t a tement .  Th i s  doc ument 
was  the  GJU ’s  neares t  approach  to  a  c onc ess ion  agreement .

22.

23.

24.

25.

26.

18 The Eurely and iNavsat consor tia. 
A third pre-selected consor tium 
led by Eutelsat withdrew from the 
selection phase in summer 2004.

19 In October 2005, the Vice 
President of the European 
Commission appointed a former 
European Commissioner as mediator 
– Press release IP/05/1345.

20 COM(2006) 272 of 7 June 
2006 – Communication from the 
Commission to the European 
Parliament and the Council – Taking 
stock of the Galileo programme.

21 The f irst t ime the Commission 
released this schedule was in the 
“note to editors” of Press release 
IP/05/1345 dd. 25 October 2005.
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Development and validation post-GJU (sin ce 2006)

A t  t h e  e n d  o f  2 0 0 6 ,  t h e  G J U  c o n s i d e r e d  t h a t  i t  h a d  “ s u c c e s s f u l l y 
c onc luded  t he  ma in  t asks” 2 2 .  The  G J U was  wound  up  a t  t he  end  o f 
December  20 0 6 2 3  and i t s  ac t iv i t ies  were t rans fer red to  the European 
GNSS    Supe r v i so r y  Au t ho r i t y  (GSA),  wh i c h  had  been  se t  up  i n  J u l y 
20 0 4  to  manage  t he  pub l i c - i n te res t  aspec t s  o f  t he  European  GNSS  
programmes and to ac t  as the regulator y author i t y  for  the programmes 
dur ing the Gal i leo dep loyment  and operat ional  phases 24 .  Th is  ac t iv i t y 
t ransfer resul ted in a change in the GSA’s ro le,  which was not foreseen 
a t  i t s  c reat ion .

T h e  c o n c e s s i o n  n e g o t i a t i o n s  w i t h  t h e  m e r g e d  c o n s o r t i u m  s t a l l e d 
i n  e a r l y  2 0 0 7.  I n  a  c o m m u n i c a t i o n  o f  M ay  2 0 0 7 2 5 ,  t h e  E u r o p e a n 
Commiss ion acknowledged that  EGNOS and Gal i leo had accumulated 
substant ia l  de lays  (f i ve  years  w i th  regard  to  the in i t ia l  t imetab le)  and 
c os t  over r uns .  In  20 07,  t he  Counc i l  o f  t he  European Un ion 2 6 dec ided 
to redi rec t  the programme: the system would now be deployed by 2013 
w i th  f u l l  f und ing  f rom the  Communi t y  budget  (see  Tab le  2),  and  w i th 
t he  ESA in  t he  ro le  o f  de legated  p rocurement  agent .  O n  th i s  bas is , 
the European Par l iament  and the Counc i l  adopted a regu lat ion on the 
f u r t he r  imp lement a t i on  o f  t he  GNSS  p rog rammes 2 7.  O n  1  Ju l y  20 0 8 
t he  C ommiss ion  pub l i shed  a  c a l l  f o r  exp ress ions  o f  i n te res t  f o r  t he 
purchase of  in f ras t ruc ture  fo r  the  Gal i leo  system,  under  s ix  headings 
(sys tem suppor t ,  g round m iss ion  segment ,  g round c ont ro l  segment , 
space segment (sate l l i tes),  launch ser v ices and operat ions).  Af ter  pre -
se lec t ion of  su i tab le  candidates,  pre l iminar y proposals  were rece ived 
a t  t he  end  o f  20 08 .  The c ompet i t i ve  d ia logue p roc ess  i s  expec ted  to 
be  f ina l i sed  in  the  c ourse  o f  20 0 9.

27.

28.

22 GJU press release of 30 
November 2006 – Next step in the 
Galileo Program; Handover of the 
management from the Galileo Joint 
Under taking to the European GNSS 
Supervisory Authority.

23 Council Regulation (EC) No 
1942/2006 of 12 December 2006 
amending Regulation (EC) No 
1321/2004 on the establishment of 
structures for the management of the 
European satellite radio-navigation 
programmes (OJ L 367, 22.12.2006, 
p. 18); Council Regulation (EC) No 
1943/2006 of 12 December 2006 
amending Regulation (EC) No 
876/2002 setting up the Galileo Joint 
Under taking (OJ L 367, 22.12.2006, 
p. 21).

24 Council Regulation (EC) No 
1321/2004 of 12 July 2004 on 
the establishment of structures 
for the management of the 
European satellite radio-navigation 
programmes (OJ L 246, 20.7.2004, 
p. 1).

25 Communication from the 
Commission to the European 
Parliament and the Council – Galileo 
at a cross-road: the implementation 
of the European GNSS programmes, 
SEC(2007) 624, 16 May 2007.

26 Council resolutions and 
conclusions of 6 -8 June, 1-2 
October and 29-30 November 2007.

27 Regulation (EC) No 683/2008 of 
the European Parliament and of the 
Council of 9 July 2008 on the fur ther 
implementation of the European 
satellite navigation programmes 
(EGNOS and Galileo) (OJ L 196, 
24.7.2008, p. 1).

TA BL  E  2
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gaLILEO cost estimates
TA BL  E  2

In i ts  communicat ion of  May 2007 the Commission analysed the fa i lure 
o f  the  concess ion negot ia t ions in  cons iderab le  deta i l .  Th is  document 
a imed to  c lea r  t he  way  fo r  red i rec t ing  t he  p rogramme.  In  t ha t  l i gh t , 
i t  p rov ides  a  non - exhaust i ve  v iew o f  some o f  t he  reasons  fo r  fa i lu re. 
I t  addresses  the  fac t  t ha t  t he  Commiss ion’s  assumpt ions  on  t im ing, 
budget  and  t r ans fe r  o f  mar ke t  r i sk  and  des ign  r i sk  “may  have  been 
opt imis t ic ”.  The communicat ion a lso addresses issues such as pub l ic 
g ove r n a n c e ,  p r i va t e  s e c t o r  g ove r n a n c e  a n d  t h e  f a c t  t h a t  M e m b e r 
S ta tes ’  nat i ona l  in te res t s  had  p reva i led  over  t he  p rogramme’s  long -
te rm s t rateg ic  a ims.  However,  i t  does not  address  issues such as  the 
p reparat i on  o f  t he  PPP ( inc lud ing  t ime and exper t i se)  and  repor t ing , 
fac to r s  that  a re  e laborated  f u ther  in  t h i s  repor t .

29.

Original cost estimate in 
million euro (COM(2000)750)

Updated cost estimate in 
million euro (COM(2007)261 

and ESA documents)

Definition phase 80 80

Development and 
validation phase 1 100 2 100

Deployment 2 150 3 400

Total
3 330

(of which 1 800 million to be 
borne by the public)*

5 580
(all to be borne by the public 

sector)**

* Annual operating costs, including constellation replacement, were estimated at 220 million 
euro..
** Availability payments (f ixed par t) for operating cost, maintenance and replenishment debt 
interest until 2030 are estimated at 5 300 million euro..
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T h e  C o u r t  c a r r i e d  o u t  a n  a u d i t  o f  t h e  m a n a g e m e n t  o f  t h e  G a l i l e o 
deve lopment  and  va l i dat i on  phase by  examin ing: 

(a) 	 w h i c h  f a c t o r s  a c c o u n t e d  f o r  t h e  f a i l u r e  o f  t h e  c o n c e s s i o n 
p roc ess;

(b) 	 which fac tors accounted for  the repor ted de lays and cost  over runs 
o f  techno log ic a l  deve lopment ;

(c) 	 to  what  ex tent  spend ing  on  research  and deve lopment  ac t i v i t i es 
has  benef i ted  the  Ga l i l eo  p rogramme;

(d) 	 how we l l  t he  GJU had in tegrated  EGNOS  in to  Ga l i l eo; 

(e) 	 whether  the  Ga l i l eo  p rogramme was adequate ly  gover ned. 

The  aud i t  addressed  the  per iod  dur ing  wh ich  the  GJU managed the 
development and val idat ion phase (September 2003 – December 2006), 
focus ing in  par t icu lar  on i t s  mandate,  the process of  set t ing i t  up and 
the  management  o f  i t s  t asks .  Aud i t  wor k  was  per fo r med dur ing  20 07 
and 2008. The Cour t  fo l lowed the programme’s development,  inc luding 
i t s  red i rec t i on,  up  to  the  end o f  20 08 .

The Cour t  gathered audi t  ev idence through f i le  rev iews and inter v iews 
at  the GJU, the Commiss ion and the ESA , and through inter v iews wi th 
other  Gal i leo stakeholders such as representat ives of  Member States, 
t h e  GSA    (GNSS    S up e r v i s o r y  Au t h o r i t y ) ,  b e n e f i c i a r i e s  o f  r e s e a r c h 
projec ts,  European space indust r y representat ives,  companies b idding 
fo r  t he  c onc ess ion,  and  c onsu l t ants  c ont rac ted  by  the  GJU. 

In  o rder  to  assess  the  qua l i t y  o f  t he  GJU ’s  management  o f  research 
a n d  d eve l o p m e n t  a c t i v i t i e s ,  t h e  C o u r t  c o n d u c t e d  a  s u r vey  o f  4 8 2 
b e n e f i c i a r i e s  o f  o n e  o r  m o r e  r e s e a r c h  p r o j e c t s  f u n d e d  u n d e r  t h e 
“Aeronaut i c s  and  spac e”  themat i c  p r io r i t y  o f  FP6.  

30.

31.

32.

33.

audit scope and approach
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The fo l lowing audi t  f indings cover the di f ferent tasks of  the GJU dur ing 
the  deve lopment  and  va l i dat i on  phase (paragraphs  35  to  65)  as  we l l 
as  i ssues  re la ted  to  pub l i c - sec to r  governance (paragraphs 6 6  to  74). 
Each sec t ion  desc r ibes  in  deta i l  t he  GJU ’s  ob jec t i ves  and uses  them 
as a  benchmark  fo r  i t s  resu l t s .  Nex t ,  the  Cour t  assesses the reasons 
why  the  GJU d id  not  ach ieve  most  o f  i t s  ob jec t i ves .  Where  re levant , 
ex p e r i e nc e  o f  ex i s t i n g  p r o g r am m e s ,  p r o j e c t s  o r  o r g an i s a t i o ns  has 
been used as a benchmark.  In  other  cases genera l ly  accepted pro jec t 
management  p r inc ip les  were  used.  In  par t i cu la r  fo r  paragraphs 35 to 
42,  t he  Cour t  has  a lso  used a  set  o f  aud i t  c r i te r ia  der i ved  f rom bes t 
prac t ice in  estab l ish ing PPPs 28 (see Annex IV  fo r  a  deta i led over v iew 
o f  t h i s  ana lys is). 

Concession negotiations failed

Objective

The GJU ’s  most  impor t ant  t ask  was  to  negot ia te  a  PPP under  wh ich 
t h e  p r i va te  s e c t o r  wo u l d  i nve s t ,  i n  p a r t n e r s h i p  w i t h  t h e  Eu r o p e a n 
Commiss ion,  in  t he  c reat ion  and  use  o f  t he  Ga l i l eo  in f ras t r uc tu re.  I t 
was in i t ia l ly  foreseen that  a concess ion ho lder  (the pr ivate companies 
c o n c e r n e d )  wo u l d  b e  d e s i g n a te d  b e f o r e  t h e  e n d  o f  2 0 0 4 ,  t h a t  t h e 
GJU would conc lude the negot iat ions in  2005 and that  the GSA would 
award  a  c onc ess ion  c ont rac t  by  the  end o f  20 05 .

Results

As p lanned,  the  GJU launched the concess ion process in  s teps (p re -
s e l ec t i o n ,  s e l ec t i o n ,  ne g o t i a t i o n) .  I t  i s sue d  an  i n i t i a l  s e t  o f  t ende r 
d o c u m e n t s  i n  A p r i l  2 0 0 4 ,  a f t e r  w h i c h  i t  o r g a n i s e d  a  c o m p e t i t i v e 
d i a l o g u e  p r o c e d u r e  a n d  p r ov i d e d  b i d d e r s  w i t h  a  d r a f t  c o n c e s s i o n 
c ont rac t  and  eva luat ion  c r i te r ia . 

The  GJU was  unab le  to  se lec t  a  p re fe r red  b idder,  e i t he r  in  Oc tober 
20 0 4,  o r  a f te r  t he  se lec t i on  phase was  ex tended,  in  Febr uar y  20 05 . 
Negot ia t i ons  d id  no t  s t a r t  unt i l  Januar y  20 0 6 ,  a f te r  t he  b idders  had 
merged in to  one  c onsor t ium.

34.

35.

36.

37.

28 INTOSAI Guidelines on Best 
Practice for the Audit of Public/
Private Finance and Concessions 
(revised) – November 2007..

observations
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T he  dead l i ne  f o r  award ing  t he  c onc es s i on  c on t r ac t  was  p os t p one d 
t w ice,  f rom December 2005 to December 2006,  and then to December 
20 07.  Ear ly  in  20 07,  t he  Commiss ion  and the  GSA dec ided  to  c anc e l 
t he  negot ia t i ons . 

Reasons for failure

The PPP was inadequate ly  p repared  and c onc e ived.  As  a  resu l t ,  t he 
GJU was requ i red  to  negot ia te  a  PPP wh ich  was  unrea l i s t i c .

P r e pa r at i o n

There  i s  c ons iderab le  exper ienc e  o f  PPP p ro jec t s  in  Member  S ta tes 
and th i rd  c ount r ies .  Exper ience ind ic ates  that  bes t  p rac t i ce  inc ludes 
the  fo l l ow ing  e lements .

(a) 	P roper  preparat ion:  the publ ic  sec tor  should c lear ly  def ine pro jec t 
requirements, assess pr ivate -sector capabi l i t ies, evaluate potent ia l 
benef i ts,  examine alternat ive ways of meet ing i ts needs, invest igate 
t he  app rop r ia te  r i sk  a l l oc a t i on ,  c ons ide r  a f f o rdab i l i t y  and  l i ke l y 
va lue  f o r  m o ney,  and  o u t l i ne  a  bus ine s s  c as e .  T he  c h o i c e  o f  a 
par t i cu lar  t ype o f  PPP shou ld  be preceded by  an appropr ia te  r i sk 
assessment .

(b) 	S u f f i c ient  t ime:  t he  exper ienc e  o f  o ther  o rgan isat i ons 2 9 suggests 
that  def in ing  a  robus t  PPP approach  and pub l i c - sec to r  pos i t i ons 
t a ke s  m o r e  t h a n  a  ye a r,  eve n  w i t h  PPP    p r o j e c t s  t h a t  a r e  l e s s 
c omp lex  than  Ga l i l eo.

(c) 	A  p p r o p r i a t e  m a n a g e m e n t  r e s o u r c e s :  m a n a g i n g  a  PPP    p r o j e c t 
requ i res  a  ded ic a ted  team w i th  appropr ia te  sk i l l s ,  assemb led  in 
good t ime.

(d) 	 Ma in ta in ing  e f fec t i ve  c ompet i t i on .

(e) 	R  e g u l a r  r e v i e w  o f  a n  o n g o i n g  PPP    p r o j e c t  t o  e n s u r e  t h a t  i t 
c ont inues  to  o f fe r  va lue  fo r  money.

38.

39.

40.

29 PPP/PFI practices in the UK.
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A number of these best pract ices were not observed by the Commission 
dur ing  the  p reparato r y  phase o f  t he  Ga l i l eo  PPP 3 0:

(a)  P rope r  p repa ra t i on:  D esp i te  t he  f ac t  t ha t  i t  had  seve ra l  s t ud ies 
c a r r i e d  o u t ,  t h e  C o m m i s s i o n  d i d  n o t  i n v e s t i g a t e  t r a d i t i o n a l 
p u b l i c  p r o c u r e m e n t  a n d  a  p u b l i c  s e c t o r  c o m p a r a t o r  was  n eve r  
c o ns t r u c te d 31.  I n  a d d i t i o n ,  t h e  C o m m i s s i o n  d i d  n o t  i nve s t i g a te 
i n  a d v a n c e  h o w  r i s k  m i g h t  r e a l i s t i c a l l y  b e  a l l o c a t e d  b e t w e e n 
t h e  p ub l i c  a n d  p r i va te  s e c to r s ;  a t  w h a t  s t a g e  i n  t h e  p r o j e c t  o r 
i n  r e sp e c t  o f  w h i c h  pa r t  o f  G a l i l e o ' s  ac t i v i t i e s  a  PPP  m i gh t  b e 
mos t  l i ke l y  to  suc c eed;  o r  t he  re la t i ve  benef i t s  o f  d i f f e rent  PPP  
mode ls 3 2.  The Commiss ion  p roposed,  and the  Counc i l  adopted,  a 
PPP for  the deployment and operat ional  phases of  Gal i leo in order 
t o  o b t a i n  a  p o l i t i c a l  c o ns e nsus .  H av in g  exam in e d  t h e  c as e  f o r 
pub l i c  and p r ivate  sec to r  investment  th rough severa l  s tud ies ,  the 
Commiss ion chose a 'concess ion'  fo r  the PPP (see paragraph 12). 
The Commiss ion’s  documentat ion def ined the charac ter is t ic s  of  a 
concession, but with arguments based on general statements rather 
than on reason ing spec i f i c  to  Gal i leo,  and an ambi t ious  t imetab le 
was p roposed fo r  p rocurement .  A l though severa l  o f  the  r i sks  and 
d i f f i cu l t i es  that  wou ld  have to  be  overcome were  ident i f i ed  at  the 
p reparato r y  s t age 3 3,  t he  Commiss ion  d id  not  c lear ly  assess  how 
t h e s e  m i gh t  a f f e c t  t h e  f e as i b i l i t y  o f  t h e  de a l  o r  h ow  t h e  p ub l i c 
sec to r  m ight  t ack le  them ef fec t i ve ly.

(b)  Suf f ic ient  t ime:  G iven the ambi t ious t imetab le,  accord ing to  which 
i t  was  to  repor t  to  the  Transpor t  Counc i l  i n  Dec ember  20 0 4,  t he 
C ommis s i on  d i d  no t  a l l ow  t he  G J U su f f i c i en t  t im e 3 4 t o  de f i ne  a 
concession approach. Several  b idders also expressed concern that 
insuf f ic ient  t ime was avai lab le to prepare a c redib le business p lan 
dur ing the compet i t ive d ia logue procedure.  As a consequence,  the 
GJU 's in i t ia l  tender  documentat ion d id  not  set  spec i f ic  ob jec t ives. 
In  par t i cu la r,  i t  f a i l ed  to  address  most  d i f f i cu l t i es  inherent  in  t he 
concession model.  This resul ted in industr y b ids containing no f i rm 
pr ic ing or  commi tments ,  and which were qua l i f ied  w i th  cond i t ions 
and caveats  to  such an ex tent  that  they were an insuf f ic ient  bas is 
f o r  c o m p a r i s o n  an d  eva lua t i o n .  Fo r  t h e  s am e  r e as o n ,  t h e  G J U 
h ad  n o  r o b us t  eva l ua t i o n  c r i t e r i a  f o r  a  c o m p a r a t i ve  eva lua t i o n 
o f  i nc om ing  b i ds .  The  f i r s t  c l ea r  s t a tement  o f  t he  pub l i c - sec to r 
posi t ion on a number of  issues impor tant to Gal i leo was the "Heads 
o f  Ter ms"  agreed w i th  the  b idders  a t  t he  end  o f  20 0 6 .

41. 30 A detailed overview of the 
criter ia used for auditing the public 
sector ’s management of the Galileo 
concession process, together with a 
summary of the assessment for each 
criter ion is given in Annex IV. 

31 A public sector comparator is an 
estimate of what the project would 
cost if tradit ional procurement 
methods were used. This is used 
to help determine whether private 
f inance of fers better value for money 
than tradit ional procurement.

32 Only the Joint Venture model 
and the concession model were 
investigated.

33 Several constraints for a 
PPP were highlighted, such as 
revenue uncer tainty (market 
r isk), technological r isks, 
interdependencies between 
development and deployment 
phases (design r isk), and industr ial 
concentration in the space 
manufacturing sector.

34 The GJU issued a f irst set of 
tender documentation less than 
eight months af ter becoming 
operational.
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(c) 	A  p p r o p r i a t e  m a n a g e m e n t  r e s o u r c e s :  t h e  G J U  w a s  a  n e w 
organ isat ion,  w i th  a  nove l  lega l  set - up,  a  new ly -assembled team, 
a  new ch ie f  and  no  pas t  exper ienc e  in  c onc ess ion  negot ia t i ons . 
Ex terna l  adv isors  were not  ca l led upon unt i l  September  2004 ( i .e. 
a f te r  t he  i s sue  o f  tende r  doc ument a t i on  and  t he  i n i t i a l  s t age  o f 
c ompet i t i ve  d ia logue).

(d) 	 Ma in ta in ing  c ompet i t i on:  f rom autumn 20 0 4 onwards ,  t he re  were 
t wo compet ing indust r ia l  consor t ia.  They proposed in  May 2005 to 
jo in  fo rces to  present  a  s ing le  b id.  The GJU agreed to  the merger 
on cer ta in  condi t ions 3 5 and in  the hope of  ach iev ing greater  va lue 
f o r  m o n ey.  I n  t h e  a b s e n c e  o f  a  p u b l i c  s e c t o r  c o m p a r a t o r,  a ny 
c ompet i t i ve  e lement  in  the  p roc edure  was  los t .

(e) 	R egular review: the public sector should regular ly review an ongoing 
PPP pro jec t  to  ensure  that  i t  c ont inues  to  o f fe r  va lue  fo r  money. 
A l though the  GJU ’s  repor t s  eva luat ing  the  c onc ess ion  ident i f i ed 
seve ra l  r i sks  and  p rob lems 3 6 ,  i t s  repo r t i ng  on  t he  p rog ramme’s 
p ro g res s  was  undu l y  p os i t i ve .  I n  i t s  r e gu la r  o f f i c i a l  s t a tement s 
i t  neve r  ques t i oned  t he  feas ib i l i t y  o f  t he  c onc ess ion  bu t  mere ly 
postponed the  dead l ine  fo r  award ing  the  cont rac t  each year  fo r  a 
f u r ther  t we lve  months .  As  a  c onsequenc e,  those  Member  S ta tes , 
w h i c h  r e l i e d  o n  t he  G J U d i d  no t  have  su f f i c i en t  i n f o r mat i o n  o n 
wh ich  to  request  c o r rec t i ve  ac t i on  (see  a lso  paragraph 74(f )) .

Th e  PPP m o d e l  c h o s e n

The cho ice of  a  PPP in  the fo rm of  a  concess ion was proposed by the 
Commission and dec ided upon by the Counc i l  as a po l i t ica l  consensus 
bet ween Member States.  This  PPP concess ion,  based on a cost  share 
o f  a t  m o s t  1/ 3  p u b l i c  a n d  a t  l e a s t  2 / 3  p r i va t e  c o n t r i b u t i o n s  w h i c h 
the  GJU was requ i red  to  negot ia te,  d i f fe red  subs tant ia l l y,  i n  severa l 
respec ts ,  f rom any  o ther  PPP then  in  ex is tenc e 37. 

(a) 	  G a l i l e o  h a s  a  h i g h  l e v e l  o f  t e c h n o l o g i c a l  r i s k .  I t  c o m p r i s e s 
a  c o n s t e l l a t i o n  o f  3 0  m e d i u m  e a r t h  o r b i t  s a t e l l i t e s  w i t h  n e w 
components  (such as a new t ype of  atomic c locks)  so far  untested 
in  spac e.

(b) 	R evenue generat ion is  d i f f icu l t  to  predic t  as GPS open s ignals are 
f ree ly  ava i lab le.  A n  exp lo i t a t i on  mode l  s t i l l  has  to  be  def ined. 

42.

35 Compliance with EU legislation 
on public markets and competit ion, 
a r igid t ime frame, substantial 
bid improvements with respect 
to the previous individual of fers 
and a commitment by the merged 
consor tium to a common and 
adequate legal structure..

36 Evaluation repor ts of October 
2004, February 2005 and June 
2005. 

37 Traditional PPP infrastructure 
projects relate for instance to 
tunnels and roads. The most 
comparable PPP, Paradigm / Skynet 
(UK defence telecommunications 
system), is however dif ferent from 
Galileo in many ways: it has a 
lower technological r isk, the UK 
Ministry of Defence represents a 
secure baseline revenue source, an 
existing track record of operations 
is available and the project is 
piloted by a single sponsor with PPP 
experience (UK Ministry of Defence).

B O X  2
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(c) 	 The Gal i leo concession was to star t  af ter rather than before system 
design and par t ia l  inf rast ruc ture development by the publ ic  sec tor. 
W h i l e  c l o s e  t o  t h e  D B FO  (d e s i g n  –  b u i l d  –  f i n a n c e  –  o p e r a t e) 
c o nc e s s i o n  t y p e ,  t h e  G a l i l e o  PPP  d i f f e r e d  s i gn i f i c an t l y  i n  t ha t 
a  p r i va t e  c o n c e s s i o n  h o l d e r  w a s  ex p e c t e d  t o  c o m m i t  i t s e l f  t o 
b u i l d i n g ,  f i n a n c i n g  a n d  o p e r a t i n g  a  n ew  sy s te m  t h a t  h a d  b e e n 
c onc e ived  and handed over  by  the  pub l i c  sec to r  (Box 2 ) .  .

The major risks of the concession
B O X  2

The three main factors impeding the concession negotiations were the transfer from the public to the private sector of 
market risk, design risk and the third-party liability regime..

To transfer market risk, there was a need for confidence that market revenue could be obtained in accordance with an 
agreed baseline market development scenario. However, market uncertainty, the prospect of revenue being far in the 
future and the anticipated major role of the public sector in market development made it difficult to transfer this risk to 
the private sector.

To transfer design risk, there was a need for assurance that the design (prepared by the ESA during the development 
and validation phase) had no inherent problems that might result in a faulty or underperforming system (for which the 
concession holder would be responsible during operation). It was difficult to transfer this risk, not only because of the 
technical complexity of the Galileo design and the outputs expected of the concession holder during the operational 
phase, but also because of the division of duties between, on the one hand, design and development (the ESA) and, 
on the other hand, deployment, operation and maintenance (concession holder). 

The third-party liability regime concerns extra-contractual liabilities towards potential victims of Galileo failures, for 
which no specific legal or insurance model is available.
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Technological development activ it ies  delayed 
and over budget

Objective

43.The second of the GJU’s four main tasks was to supervise the ESA’s 
techno log ic a l  deve lopment  ac t i v i t i es  so  as  to  ensure  tha t  su f f i c i en t 
s a te l l i t e s  a n d  g r o u n d  s e g m e n t  i n s t a l l a t i o ns  we r e  c o ns t r u c te d  a n d 
made operat i ona l  to  demonst ra te  the  c apab i l i t y  and  re l iab i l i t y  o f  t he 
sys tem,  a l l  w i t h in  t he  p lanned  t ime  and  budget  (see  paragraph  13). 

Results

4 4 . By  D e c e m b e r  2 0 0 6 ,  o n l y  o n e  ex p e r i m e n t a l  s a te l l i t e  (GIOVE   - A) 
was  opera t i ona l  and  had  suc c ess fu l l y  secured  f requency  f i l i ngs  fo r 
Gal i leo w i th  the Internat iona l  Te lecommunicat ions Union.  The second 
ex p e r i m e n t a l  s a t e l l i t e  (GIOVE   - B)  w a s  l a u n c h e d  i n  A p r i l  2 0 0 8 ,  3 0 
months  la te r  t han  o r ig ina l l y  p lanned.  The cur rent  schedu le 3 8 has  the 
deve lopment  and  va l i da t i on  phase  te r m ina t i ng  i n  2010  –  f i ve  yea r s 
l a te .  Ac c o r d ing  t o  t he  c os t  e s t ima te s  p r o duc e d  by  t he  ESA i n  J u l y 
20 08 3 9,  deve lopment  and va l idat ion  w i l l  c os t  1  b i l l i on  euro  more  than 
the  in i t i a l  budget  o f  1,1  b i l l i on  euro  (see Table  3 ) .

43.

44.

38 Regulation (EC) No 683/2008.

39 The estimates were earlier 
updated in February 2005 and May 
2007.

 

Comparison of the 2001 and 2008 budget estimates for the development 
and validation phase ( in  million euro -  2001 prices)

TA BL  E  3

Activity Initial budget estimate July 2008 budget estimate

Galileo System Test Bed (GSTB-V2) 85 173

Launchers 90 224

In-Orbit-Validation (IOV) 747 1 253

ESA cost 110 303

Other 68 151

Total 1 100 2 104

Source: ESA.
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Reasons for delays and cost overruns

The GJU ’s  t ask  o f  super v i s ing  techno log ic a l  deve lopment  ac t i v i t i es 
w a s  s e r i o u s l y  c o n s t r a i n e d  by  g o v e r n a n c e  i s s u e s ,  a n  i n c o m p l e t e 
bu dg e t ,  de l ays  an d  t he  i n dus t r i a l  o r gan i s a t i o n  o f  t he  deve l o p m ent 
and  va l i dat i on  phase.

The GJU was given the task of  super v is ing technological  development, 
but  th is  task was not  fur ther  def ined.  In  prac t ice,  ESA worked w i thout 
super v i s i on  f r om the  G J U bu t  i n  ac c o rdanc e  w i t h  i t s  own r u les  and 
procedures.  The GJU’s super v isor y ro le v is -à-v is the ESA was at  odds 
w i t h  i t s  gove r nanc e  s t r uc tu re .  I t  i s  f u r t he r  t rea ted  as  a  gover nanc e 
i ssue  in  paragraphs  6 6  to  74. 

The Gal i leo budget for development and val idat ion, as presented to the 
Counc i l 4 0,  was incomplete.  I t  d id  not  conta in  any exp l ic i t  cont ingency 
budge t  o r  r ese r ve 41.  I t  was  l owe r,  a t  1,1  b i l l i on  eu r o ,  t han  t he  c os t 
est imates resul t ing f rom the def in i t ion phase.  Moreover,  no a l lowance 
was made for the Commission’s 50 mi l l ion euro f inancial  contr ibut ion to 
the GJU, and secur i t y requirements (120 mi l l ion euro) were not factored 
in 42.  The overa l l  resource requ i rements  and costs  o f  a  p ro jec t  shou ld 
be establ ished at  the p lanning stage, inc luding,  where needed, change 
a n d  c o n t i n g e n c y  b u d g e t s .  T h e  ex p e r i e n c e  o f  o t h e r  o r g a n i s a t i o n s 
suggests  that  space programmes t yp ica l ly  need a cont ingency budget 
o f  bet ween 10 % and 40 %,  depending on programme complex i t y,  the 
degree  o f  innovat ion  and  the  number  o f  unknowns.

The deve lopment  and  va l i dat i on  phase d id  not  s t a r t  unt i l  May  20 03, 
29  months  la te r  t han  p lanned (see  paragraph 15).  Ac c ord ing  to  ESA 
c a lcu la t i ons ,  c on f i r med  by  t he  G J U,  some 142  m i l l i on  eu ro  in  ex t ra 
c os ts  c an  be  a t t r ibu ted  to  th is  de lay 4 3. 

45.

46.

47.

48.

40 COM(2000) 750 of 22 November 
2000.

41 On ESA’s par ticipation in the 
development and validation phase 
(which is half of the total budget) a 
de facto contingency allowance of 
20 % applies: if the cumulative cost 
overrun is lower than 20 % of the 
programme’s f inancial envelope, 
no par ticipating Member State 
is allowed to withdraw from the 
programme.

42 Security requirements were 
considered too late in the 
programme: in 2004 the Galileo 
Security Board announced addit ional 
requirements wor th an estimated 
120 million euro in extra costs. The 
result ing 1 000 change requests 
had far-reaching consequences on 
the technical baseline and thus on 
ongoing development activit ies.

43 This sum comprises: (a) 41 million 
euro to develop a second test 
satellite in order to mitigate the r isk 
entailed in securing frequency f i l ings 
before June 2006, there being too 
great a r isk with only one satellite; 
(b) 15 million euro for additional 
payload developments; (c) 40 million 
euro in extra costs incurred by ESA 
for the major change in schedule; 
(d) 46 million euro in extra labour 
costs for industry due to changing 
economic conditions
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The indust r ia l  o rgan isat ion  o f  the  deve lopment  and va l idat ion  phase, 
character ised by a speci f ic set up based on an ad hoc pr ime contractor, 
led to delays and cost over runs. A compet i t ive environment is expected 
t o  b e  b e n e f i c i a l  f o r  a c h i ev i n g  r e s u l t s  o n  t i m e  a n d  w i t h i n  b u d g e t . 
I n  20 0 0,  a  j o in t  ven tu re  o f  l ead ing  European  spac e  c ompan ies  was 
c reated 4 4 to  ac t  as  indust r ia l  p r ime to  deve lop and de l iver  the Gal i leo 
in f ras t r uc tu re.  In  an  o l i gopo l i s t i c  env i ronment  such  as  the  European 
s p a c e  i n d u s t r y,  t h e  c r e a t i o n  o f  t h e  j o i n t  ve n t u r e  f u r t h e r  r e d u c e d 
c ompet i t i on .  The  ESA had  no  cho ic e  bu t  to  p lac e  seve ra l  c ont rac t s 
wi th th is jo int  venture between July 2001 and December 2004. Several 
o f  t he  c ont rac ts  su f fe red  f rom s ign i f i c ant  de lays  and  c os t  over r uns . 
A c c o r d i n g  t o  ESA   r e p o r t s ,  t h e s e  p r o b l e m s  w e r e  t o  b e  a t t r i b u t e d 
t o  p r o b l e m at i c  m anag e m e nt ,  n o n - c l a r i t y  o f  r e p o r t i n g  an d  d e c i s i o n 
l i nes  and  the  fac t  t hat  t he  se lec t i on  o f  subc ont rac to r s  was  dr i ven  by 
“se l f - imposed indust r ia l  d is t r ibu t ion  c onst ra in t s  ra ther  than c os t  and 
sc hedu le  e f f i c i ency ”.  A s  a  c onsequenc e  o f  se r i ous  p rob lems  in  t he 
implementat ion of  the main cont rac t  of  the development and val idat ion 
phase,  the ESA dec ided in  December 2007 to modi f y  substant ia l ly  the 
IOV indust r ia l  o rgan isat ion and cont rac tua l  f ramework .  The ESA took 
over the tasks and responsib i l i t ies of  the overal l  pr ime contractor.  This 
reo rgan isa t i on  w i l l  mean  tha t  add i t i ona l  c os t s 4 5 a re  incur red  dur ing 
the  deve lopment  and  va l i dat i on  phase.  Ac c ord ing  to  ESA es t imates , 
th is  w i l l  inc lude 350 mi l l i on  euro  fo r  the  rev ised indust r ia l  f ramework 
and  19 4 mi l l i on  euro  fo r  ESA c os ts 4 6.

T h e  s t a l l i n g  o f  t h e  c o n c e s s i o n  n e g o t i a t i o n s  i n  t h e  s e c o n d  h a l f  o f 
20 0 5  (see  pa rag raph  23)  a l so  a f f ec ted  tec hno lo g i c a l  deve lopment : 
t h e  p r o g r a m m e  was  d e l aye d  by  f o u r  a n d  a  h a l f  m o n t hs ,  a n d  ex t r a 
c os t s  o f  103  m i l l i on  eu ro  c an  be  a t t r i bu ted  to  t h i s  de lay  and  to  t he 
imp lementat i on  o f  t he  5  Dec ember  20 05 agreement 47.

Limited usefulness of RTD activit ies

Objective

T h e  G J U ’s  t h i r d  t a s k  w a s 4 8 t o  i n i t i a t e  a n d  m a n a g e  t h e  n e c e s s a r y 
r e s e a r c h  a c t i v i t i e s  t o  s u p p o r t  a c h i ev e m e n t  o f  t h e  key  t a s k s  a n d 
o b j e c t i ve s  o f  t h e  G a l i l e o  d eve l o p m e n t  a n d  v a l i d a t i o n  p h a s e  ( i . e . 
techno log ic a l  deve lopment  and  ear ly  deve lopment  o f  user  segments 
–  see  a lso  paragraphs  13  and 14). 

49.

50.

51.

44 The location and functions of 
the headquar ters, the company’s 
management structure and the 
allocation of work packages to the 
various subcontractors were the 
subject of an agreement between 
dif ferent governmentss.

45 Including termination of the IOV 
contract.

46 Extension of IOV coverage until 
2010 and preparation of procurement 
responsibilit ies for full operational 
capability (FOC).

47 The par tners in the merged 
consor tium agreed to establish two 
identical Galileo Control Centres 
(GCC) composed of a GMS (Ground 
Mission Segment) and a GCS 
(Ground Control Segment), but to 
cross- implement the GCC through 
the Germany-based GMS and the 
Italy-based GCS, rather than having 
one operational and one back-up 
GCC. It was also agreed to set up a 
third GMS in cold back-up mode and 
a third GCS. 

48 The Commission gave this 
mandate to the GJU in its FP6 work 
programme of 9 December 2002 
(thematic prior ity 1.4: "Aeronautics 
and space"). It was translated into 
three annual Specif ic Suppor t Action 
(FP6) contracts with the GJU.
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Results

B e t we e n  S e p t e m b e r  2 0 0 3  a n d  D e c e m b e r  2 0 0 6  t h e  G J U  s e l e c t e d , 
negot ia ted  and  mon i to red  a  to t a l  o f  70  research  p ro jec t s  wor th  110 
mi l l ion euro and f inanced f rom FP6 through several  cal ls for proposals. 
Ac t i v i t i e s  f o c us e d  o n  us e r  s e gm e nt  d eve l o p m e nt ,  w h i c h  c o ns i s te d 
i n  f o s t e r i n g  i n n o v a t i v e  s e r v i c e s  a n d  a p p l i c a t i o n s  o f  a p p r o p r i a t e 
technology (receivers,  local  components),  and on market  development 
i n  d i f f e r e n t  u s e r  c o m m u n i t i e s .  RT D  a c t i v i t i e s  a l s o  i n c l u d e d  s o m e 
t e c h n o l o g i c a l  d e v e l o p m e n t  o f  t h e  G a l i l e o  s y s t e m  a n d  EGNOS     
demonst ra t i on  ac t i v i t i es .

T h e  a u d i t  s h o w e d 4 9 t h a t  t h e  G J U  w a s  g e n e r a l l y  p e r c e i v e d  a s  a n 
e f f i c ient  s t r uc ture  fo r  imp lement ing  the  Ga l i l eo  area  o f  the  FP6 work 
p rog ramme 5 0.  The  researc h  p ro jec t s  r a i sed  in te res t  and  awareness 
i n  t h e  us e r  c o m m un i t i e s  an d  have  suc c e e d e d  i n  b r i n g i n g  d i f f e r e n t 
o rgan isat i ons  and s takeho lders  together.  However,  t he  u l t imate  use 
o f  t he  RTD ac t i v i t i es  fo r  t he  Ga l i l eo  p rogramme is  l im i ted.  The GJU 
d id  not  su f f i c ient ly  exp lo i t  the  pro jec t  resu l t s  to  fo rmulate  a  coherent 
se t  o f  use r-va l i da ted  requ i rements  t ha t  c ou ld  se r ve  t he  ESA as  t he 
bas is  fo r  the  Ga l i leo  sys tem spec i f i c at ion.  A  h igh  number  o f  p ro jec ts 
consisted in a deta i led analys is  of  the regulator y ef for ts  requi red both 
a t  EU and Member  S ta te  leve l  to  fos te r  GNSS app l i c at ions  in  a  la rge 
number  o f  ec onomic  and  soc ia l  sec to r s .  N o  f o l l ow - up  was  g i ven  to 
the  resu l t s  o f  t hese  p ro jec t s . 

Reasons for limited usefulness

D i s c o n t i n u i t i e s ,  t h e  i n a p p r o p r i a t e n e s s  o f  FP  6  f o r  f u n d i n g  m a r ke t 
d eve l o p m e n t  a c t i v i t i e s ,  t h e  a b s e n c e  o f  a  c o m p r e h e n s i ve  m a r ke t -
deve lopment  approach and de lays  account  fo r  the  l im i ted  usefu lness 
o f  Ga l i l eo  RTD resu l t s .

When the  Commiss ion  p roposed  w ind ing  up  t he  GJU,  i t  i n tended  to 
ensure programme cont inui t y  by making a smooth t ransfer  of  ac t iv i t ies 
to the GSA51.  However,  t ransfer r ing the task of monitor ing more than 50 
pro jec ts  f rom the GJU to  the GSA led to  de lays  and caused prob lems 
in  te r ms o f  p ro jec t  suppor t ,  p ro jec t  fo l l ow- up,  and  the  d isseminat ion 
o f  p ro jec t  resu l t s ,  52.

52.

53.

54.

55.

49 Especially through the survey and 
interviews of FP6 par ticipants.

50 The survey results reveal 
a posit ive overall view of the 
GJU management, especially 
in the following areas: tender 
documentation (statements of work), 
contract management, monitoring 
and reviews. The areas considered 
to need improvement included: the 
policy of intellectual proper ty r ights 
and the dissemination and use of 
results.

51 COM(2006) 261 – Proposal for 
a Council Regulation amending 
Regulation (EC) No 1321/2004 on 
the establishment of structures 
for the management of the 
European satellite radio-navigation 
programmes, 2 June 2006.

52 75 % of the 482 survey 
par ticipants repor ted a negative 
impact on their project(s).  .
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The ins t r ument  fo r  g rant ing  FP subs id ies  is  inappropr ia te  fo r  f und ing 
m a r k e t  d e v e l o p m e n t  a c t i v i t i e s .  FP  6  g r a n t s  ( f o l l o w i n g  a  c a l l  f o r 
proposals)  essent ia l ly  fo l low a bot tom-up approach wi th no central ised 
exp lo i t a t i on  o f  resu l t s .  I dea l l y,  t he  FP6 ac t i v i t i es  shou ld  have  been 
suppor ted by conso l idat ing the i r  resul ts  in  a comprehens ive top - down 
market  deve lopment  approach  a t  t he  leve l  o f  t he  GJU/GSA (see  a lso 
EGNOS   –  pa rag raph  6 5) .  W i t hou t  suc h  a  p ro - ac t i ve  app roac h ,  i t  i s 
d i f f icu l t  to ensure pro jec ts'  cont inued ut i l i t y  for  the Gal i leo programme 
onc e they  have  been c omp leted.

T h e  su r vey  r e su l t s  a l s o  c o n f i r m e d  t ha t  t h e  c um u l a t i ve  p r o g r am m e 
d e l ays  ( i n  t e c h n o l o g i c a l  d eve l o p m e n t ,  EGNOS    o p e r a t i o ns  an d  t h e 
concession negot iat ions) adversely af fec ted both the execut ion of  FP6 
pro jec ts  (for  instance through the unavai lab i l i t y  of  the EGNOS s ignal) 
and  the  f u tu re  exp lo i t a t i on  o f  p ro jec t  resu l t s  (due  to  the i r  impac t  on 
GNSS  bus iness  and research  deve lopment  oppor tun i t i es).

EGNOS integration only partially successful

Objective

A s  G a l i l e o ’ s  p r e c u r s o r,  EGNOS      h a s  a  c r u c i a l  r o l e  i n  t h e  e a r l y 
deve lopment  o f  use r  segments  (see  a l so  pa rag raph  14).  The  G J U ’s 
f o u r t h  t a s k  w a s  t o  “ o v e r s e e  t h e  o p t i m a l  i n t e g r a t i o n  o f  EGNOS     
i n to  G a l i l e o ”  (s e e  f o o t n o te12) .  EGNOS    an d  G a l i l e o  b e ing  t wo  f u l l y 
i n d e p e n d e n t  sy s t e m s  (s e e  A n n e x  I I  f o r  a  d e t a i l e d  c o m p a r i s o n  o f 
EGNOS     a n d  G a l i l e o) ,  i n t e g r a t i o n  d o e s  n o t  r e l a t e  t o  t h e  t e c h n i c a l 
shar ing  o f  in f ras t r uc tu re  bu t  to  the  fo l l ow ing: 

(a) 	I ntegrat ion into the Gal i leo governance and management st ructures 
was  c ons idered  nec essar y  in  o rder  to  hand le  i ssues  such  as  the 
c onc lus ion  o f  an  agreement  among the  owners  o f  EGNOS  5 3 ,  t he 
in teg ra t i on  o f  EGNOS  and  Ga l i l eo  f i nanc ing 5 4 and  t he  t im ing  fo r 
appo in t ing  an  EGNOS  ec onomic  operato r.

(b) 	A t  market  leve l ,  the purpose of  integrat ion was to prepare the way 
for the market int roduct ion of  Gal i leo, using EGNOS as a precursor 
sys tem,  s inc e  i t  w i l l  de l i ve r  reg iona l  se r v ic es  s im i la r  to  th ree  o f 
t he  f i ve  f u tu re  Ga l i l eo  ser v ic es . 

56.

57.

58.

53 Also called the EGNOS framework 
agreement.

54 This objective arose because 
of the f inancing problems facing 
EGNOS in January 2006. 
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Results

On the  po l i t i c a l  f ront ,  EGNOS  and Ga l i l eo  have  been in tegrated  in to 
a  s ing le  European GNSS  po l i cy.   S im i la r l y,  f rom a  f inanc ia l  po in t  o f 
v i ew,  C o m m i s s i o n  f u n d i n g  f o r  EGNOS     h a s  b e e n  i n c o r p o r a te d  i n t o 
Ga l i l eo  f und ing. 

However,  EGNOS has su f fe red f rom de lays ,  and the  main  cha l lenges 
of  the programme,  such as  market  deve lopment ,  cer t i f i cat ion and the 
ro le  o f  t he  d i f fe rent  s t akeho lders ,  a re  s t i l l  un reso lved:

(a) 	S  i n c e  O c to b e r  2 0 0 4  a  f r a m ewo r k  a g r e e m e n t  o n  t h e  ow n e r s h i p 
an d  f u t u r e  ex p l o i t a t i o n  o f  EGNOS    has  b e en  un de r  ne g o t i a t i o n . 
A s  o f  S ep tember  20 0 8 ,  t he re  was  s t i l l  no  suc h  ag reement .  T he 
EGNOS     OS   s i g n a l  h a s  t e c h n i c a l l y  b e e n  a v a i l a b l e  s i n c e  J u l y 
2 0 0 6 ,  b u t  w i t h o u t  an  e c o n o m i c  o p e r a to r  i t  c an n o t  b e  d e c l a r e d 
operat i ona l 5 5.

(b) 	 The  G J U ’s  mar ke t  penet ra t i on  p lan  was  never  imp lemented  and 
a  cer t i f i ab le  vers ion  o f  EGNOS is  not  expec ted unt i l  March 20 09, 
a t  l eas t  t wo  years  la te r  t han  expec ted 5 6.

Reasons for limited success

The GJU ’s  success  in  a t t a in ing  i t s  four th  ob jec t i ve  was hampered by 
a  number  o f  fac to r s: 

(a) 	 t he  GJU ’s  ro le  and  mandate  v is - à -v is  EGNOS  was not  c lear ; 

(b) 	 t he  dec is ion  to  in tegrate  EGNOS in to  Ga l i l eo  was det r imenta l  fo r 
EGNOS ; 

(c) 	 t he  EGNOS  ins t i t u t i ona l  f ramewor k  i s  ve r y  c omp lex ; 

(d) 	 t h e  G J U  d e v o t e d  t o o  l i t t l e  e f f o r t  t o  m a r k e t  d e v e l o p m e n t 
ac t i v i t i es .

59.

60.

61.

55 Due to liability issues and 
uncer tainty about the future of 
EGNOS f inancing and governance. 

56 In the absence of clear milestones 
and planning for EGNOS, this is only 
a conservative estimate.
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The GJU’s ro le and mandate v is -à -v is  EGNOS was not  c lear.  The GJU 
Statutes stated only that the GJU would “oversee the opt imal integrat ion 
o f  EGNOS  in  Ga l i l eo”.  Ac c ord ing  to  t he  Tr ipar t i te  Agreement 5 7,  ESA 
was respons ib le ,  t h rough i t s  AR TES - 9  p rogramme,  fo r  t he  techn ic a l 
deve lopment  and  opera t i on  o f  EGNOS .  Bu t  t hese  lega l  tex t s  do  no t 
make c lear  who was  the  overa l l  EGNOS  programme manager.  In  the 
absence of  a  programme manager,  EGNOS c lear ly  lacked a long - term 
s t ra teg ic  v is ion 5 8,  wh ich  led  to  uncer ta in t y,  de lays  and c os t  over runs 
(Annex I I ) . 

Even  t h ough  t he  dec i s i o n  t o  i n te g r a te  EGNOS    in to  t he  c o nc e s s i o n 
nego t i a t i ons  sec u red  c on t i nued  C ommun i t y  f und ing ,  i t  a t  t he  s ame 
t ime he ld  up  the  ach ievement  o f   t he  EGNOS  programme bec ause:

(a) 	 d e l a y s  i n  t h e  c o n c e s s i o n  n e g o t i a t i o n s  p u t  b a c k  t h e  EGNOS     
techno log ic a l  deve lopment  dead l ines;  and

(b) 	 a l l  ac t i v i t y  i n  c o nne c t i o n  w i t h  t h e  ap p o in t m en t  o f  an  e c o n o m i c 
operator for EGNOS was stopped because this was the responsibi l i ty 
o f  t he  Ga l i l eo  c onc ess ion  ho lder. 

In  add i t ion,  the  need to  conc lude a  f ramework  agreement  fo r  EGNOS 
made the  c onc ess ion  negot ia t i ons  more  c omp lex . 

T h e  EGNOS     i n s t i t u t i o n a l  f r a m ewo r k  i s  ve r y  c o m p l ex .  T h e  va r i o u s 
f inanc ia l  s t akeho lders  in  EGNOS  a l l  have  d i f fe rent  p r io r i t i es .  As  the 
owner  o f  EGNOS assets  fo r  the  durat ion  of  the ARTES - 9 programme, 
the  ESA ac ts  on  beha l f  o f  t he  c ount r i es  w i th  a  f inanc ia l  s t ake  in  that 
programme. Any t ransfer of  ownership is condi t ional  on their  consent59.
The Commiss ion  has  no  ownersh ip  r ights  to  EGNOS,  but  th rough the 
GSA ,  ac c ord ing  to  Regu la t i on  (EC)  No 1321/20 0 4,  i t  shou ld  bec ome 
the  owner  o f  EGNOS assets .  The absence o f  a  c lear  mandate  fo r  the 
GJU as EGNOS programme manager  resu l ted in  doubts  as to  whether 
t h e  G J U  wa s  e m p o we r e d  t o  n e g o t i a t e  a  f r a m ewo r k  a g r e e m e n t  f o r 
EGNOS .

62.

63.

64.

57 Agreement between the 
European Community, the European 
Space Agency and the European 
Organisation for the Safety of 
Air Navigation on a European 
contr ibution to the development of 
a global navigation satellite system 
(GNSS), signed in 1998 (OJ L 194, 
p. 16). .

58 For instance: long-term f inancial 
commitment, stable technical 
baseline, clear path towards 
future governance, prior it isation of 
objectives w.r.t. EGNOS extension 
outside Europe, clear vision on 
complementarity of EGNOS and 
Galileo. 

59 According to the bilateral 
agreements between ESA and eight 
national air traf f ic (management) 
service providers and other 
agencies.
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I n  a d d i t i o n ,  t h e  G J U ‘ s  a t t e n t i o n  w a s  d o m i n a t e d  by  i n s t i t u t i o n a l , 
f i nanc ia l  and  in te r na t i ona l  c oopera t i on  i s sues  and  l im i ted  t ime  and 
resourc es  were  devoted  to  the  ear ly  deve lopment  o f  a  set  o f  se r v ic e 
enablers for  EGNOS: the GJU did not  exp lo i t  FP6 market  development 
resu l ts  in  a  cent ra l ised way (paragraph 56)  and d id  not  imp lement  the 
EGNOS  market  penet ra t i on  p lan.

Inadequate public-sector governance

T h e  f o l l o w i n g  s e c t i o n s  f o c u s  o n  t h e  d i v i s i o n  o f  r o l e s  a n d  o n  h o w 
the  C ommiss ion  f u l f i l l ed  i t s  ro le  as  t he  key  p romote r  o f  t he  Ga l i l eo 
p rogramme.

Unclear division of roles

The d iv is ion of  ro les bet ween the ent i t ies invo lved in  the deve lopment 
and va l idat ion  phase of  the  programme (EU and ESA Member  States , 
Commiss ion,  GJU and ESA)  was  not  c lear ly  def ined.

The GJU’s abi l i t y to manage the programme ef fect ively was constrained 
by :

(a) 	I  t s  gover nanc e s t r uc tu re  (Figure  2 ) .
	 T h e  G J U  S t a t u t e s  g a v e  i t  a  s u p e r v i s o r y  r o l e  v i s - à - v i s  t h e 

techno log ica l  deve lopment  work to  be done by the ESA .  However, 
t h e  ESA    w a s  b o t h  a  f o u n d i n g  m e m b e r  o f  t h e  G J U  (a n d  t h u s 
represented  on  the  E xecut i ve  Commi t tee  and the  Admin is t ra t i ve 
Board)  and a ’cont rac tor ’  (rec ip ient  of  funding and respons ib le  fo r 
implementat ion under the ESA /GJU agreement).  Thus,  in  prac t ice, 
t he  G J U was  no t  i n  a  p os i t i on  to  supe r v i se  t he  ESA e f f ec t i ve l y 
due  to  th is  c onf l i c t  o f  in te res t  fo r  t he  ESA w i th in  the  GJU. 

(b) 	I  t s  temporar y  nature.
	C  l o s i n g  d ow n  t h e  G J U  b e f o r e  t h e  e n d  o f  t h e  d eve l o p m e n t  a n d 

va l i dat i on  phase under mined i t s  au thor i t y 6 0.

65.

66.

67.

68.

60 The Commission acknowledged 
in its communication of May 2007 
that “ the timing of the hand-over of 
activit ies from the GJU to the GSA 
on 1 January 2007 has proven to be 
suboptimal (…). The GSA was stil l in 
the process of being built up and its 
relationships with the Commission 
and ESA not sett led”
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The ESA /GJU agreement  on imp lement ing techno log ica l  deve lopment 
ac t iv i t ies  in  the deve lopment  and va l idat ion  phase (negot ia ted by  the 
Commiss ion  befo re  the  GJU bec ame operat i ona l 61)  was  not  spec i f i c 
enough (a  bet te r  mode l  wou ld  be  the  ESA - EUMETSAT agreements 6 2 
6 3) .  T h i s  r esu l t e d  i n  a  l ac k  o f  c l a r i t y  r e ga r d ing  t he  r u l es  g ove r n ing 
t h e  p l a c i n g  o f  c o n t r a c t s 6 4 ,  t r a n s f e r  o f  o w n e r s h i p ,  r e p o r t i n g  a n d 
i m p l e m e n t a t i o n 6 5 .  T h e  a g r e e m e n t  d i d  n o t  c l a r i f y  t h e  r o l e s  o f  t h e 
d i f f e ren t  ac to r s .  I n  t he  sp i r i t  o f  t he  f r amewor k  ag reement  be t ween 
t h e  ESA   a n d  t h e  Eu r o p e a n  C o m m u n i t y 6 6 ,  t h e s e  r o l e s  s h o u l d  h ave 
been c omp lementar y :  t he  ESA as  the  c ompetent  techn ic a l  body,  t he 
Commission addressing the pol i t ical dimension and the GJU addressing 
user  requ i rements  and  c er t i f i c a t i on . 

T h e  ESA   w a s  b o t h  i nv o l v e d  i n  p r o g r a m m e  m a n a g e m e n t  ( t h r o u g h 
t h e  G J U )  a n d  r e s p o n s i b l e  f o r  t h e  d ay - t o - d ay  m a n a g e m e n t  o f  t h e 
techno log ic a l  deve lopment  ac t i v i t i es  o f  bo th  Ga l i l eo  and  EGNOS . 

The unc lear div is ion of  ro les resul ted in unc lear l ines of  accountabi l i t y. 
Many  dec is ions  re la t ing  to  Ga l i l eo  were  a f fec ted  by  the  fac t  t hat  no 
o n e  a c t o r  (C o m m i s s i o n ,  G J U,  ESA  ,  M e m b e r  S t a t e s)  a s s u m e d  f u l l 
r esp ons ib i l i t y :  t he  dec i s i on  i n  f avou r  o f  sepa r a te  deve lopment  and 
dep loyment  phases ,  t he  cho ic e  o f  a  PPP,  ac c eptanc e  o f  t he  b idders ’ 
m e r g e r  p r o p o s a l ,  t h e  ESA  /G J U  a g r e e m e n t ,  i n c o m p l e te  b u d g e t i n g , 
de lays  to  EGNOS  techno log ic a l  deve lopment  and  the  IOV indus t r ia l 
o rgan isat i on .

M a n a g e m e n t  o f  t h e  p r o g r a m m e  w a s  a l s o  m a d e  m o r e  d i f f i c u l t  b y 
i n t e r ve n t i o n s  by  M e m b e r  S t a t e s  i n  t h e  m a n a g e m e n t  o f  i n d i v i d u a l 
p rogramme c omponents  (paragraphs  23  and 49).

69.

70.

71.

72.

61 Later formally adopted by the GJU 
Administrative Board and signed by 
the Executive Director.

62 EUMETSAT (the European 
Organisation for the Exploitation 
of Meteorological Satellites) is an 
intergovernmental organisation, 
formed to service a total of 21 
Member and nine Cooperating 
States.

63 The ESA is responsible for the 
development of the space segment 
of EUMETSAT programmes, and 
EUMETSAT is responsible for the 
overall system. The ESA-EUMETSAT 
agreements are more elaborate on 
aspects such as:
•	 f inancial l iability, its breakdown 

into industr ial pr ice and ESA 
costs, and procedures to ensure 
that limits of f inancial liability are 
respected;

•	 the use of a management margin 
and approval procedures;

•	 the establishment of clear 
communication lines;

•	 clear procedures for dealing 
with change notices that are 
not covered by the work init ially 
envisaged;

•	 ownership of physical and 
intellectual proper ty.

64 ESA applies the “ fair-returns” principle as par t of its industr ial policy. In other words, a country paying a contr ibution to ESA will receive, 
within a cer tain margin, industry contracts of a value equivalent to that contr ibution. In theory, this principle applies to only 50 % of the 
budget for development and validation. In practice, it is not possible to apply such rules to 50 % of an activity that is managed as being one 
and indivisible.

65 For example, on the implementation and f inancing of cer tain change notices, such as authentication, data exchange, high precision 
posit ioning service and the 5 December agreement.

66 Framework Agreement between the European Community and the European Space Agency (OJ L 261, 6.8.2004, p. 64).

F I GU  R E  2
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gOvERNANcE StRuctuRE Of thE gJu
f I g u R E  2

The gJu was governed by an executive director, four Boards and an executive committee. all issues on the 
agenda of the Administrative Board were prepared at Executive Committee meetings and were fi rst discussed at 
the level of the eu Member states by the supervisory board and at the level of the esa Member states at the pB-
nav (programme Board on satellite navigation). The esa and the commission had an equal number of votes on 
the administrative Board, which required a consensus for all decisions.
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The programme lacked a strong strategic sponsor 
and supervisor

B e t we e n  19 9 9  a n d  2 0 0 4 ,  t h e  C o m m i s s i o n  a c t i ve l y  p l aye d  i t s  r o l e 
o f  i n i t i a t i ng  t he  p ro g ramme and  ge t t i ng  i t  s t a r ted .  D e lays  and  c os t 
over r uns  bec ame apparent  in  t he  c ourse  o f  20 05,  bu t  no  s ign i f i c ant 
c o r rec t i ve  ac t i on  was  t aken unt i l  March  20 07.

T h r o u g h o u t  t h e  p r o g r a m m e,  t h e  C o m m i s s i o n ,  as  t h e  p r o g r a m m e’s 
key  p romote r,  d i d  no t  obse r ve  a  number  o f  management  p r inc ip les , 
such  as:

(a) 	S et t ing c lear,  rea l is t i c  and acceptab le  ob jec t ives:  the programme 
h a s  m u l t i p l e  o b j e c t i ve s ,  w h i c h  r e s u l t e d  i n  a  d i ve r s e  r a n g e  o f 
s t akeho l de r  ex p ec t a t i ons .  I n  add i t i on  t o  i t s  p o l i t i c a l ,  ec onom ic 
an d  t e c hn o l o g i c a l  m o t i ve s  (pa r ag r ap h  7 ) ,  M e m b e r  S t a te s  have 
s e e n  G a l i l e o  as  a  m e ans  o f  c o ns o l i da t i n g  t h e  Eu r o p e an  sp ac e 
industr y.  For some Member States, the possib le mi l i tar y or defence 
use  o f  t he  sys tem has  been an  equa l l y  impor t ant  ob jec t i ve.  The 
Commiss ion  d id  not  p r i o r i t i se  the  p rogramme’s  ob jec t i ves .

(b) 	D ef in ing  appropr ia te  s t ra teg ies  and  ins t r uments  to  pursue  them: 
the  Commiss ion  has  not  pursued a  long - te r m s t ra teg ic  v i s ion  fo r 
t he  EGNOS  and Ga l i l eo  p rogrammes 67 bu t  has  focused on  shor t -
te r m goa ls  and  dec is ions .  Th is  i s  i l l us t ra ted  by : 

( i ) 	 t h e  a b s e n c e  o f  a  r o a d m a p  f o r  EGNOS     a n d  G a l i l e o .  I s s u e s 
r e l a t i n g  t o ,  f o r  i n s t a n c e ,  t h e  f u t u r e  ex p l o i t a t i o n  m o d e l  f o r 
Ga l i l eo  and  EGNOS ,  the  imp lementat i on  o f  sys tem pr io r i t i es 
(e .g .  wh ich  ser v ic e  to  imp lement  f i r s t )  o r  t he  deve lopment  o f 
non - c iv i l  av ia t ion  markets  fo r  EGNOS s t i l l  had to  be  reso lved 
a t  t he  end  o f  20 08;

( i i ) 	 the problems encountered in negot iat ing a f ramework agreement 
f o r  EGNOS .  A s  pa r t  o f  European  sa te l l i t e  nav iga t i on  po l i cy, 
t h e  C o m m i s s i o n  p r o p o s e d  u n i t i n g  t h e  EGNOS     a n d  G a l i l e o 
p rogrammes under  a  s ing le  umbre l la :  t he  European sate l l i te 
nav igat i on  p rogrammes.  However,  t h i s  was  done w i thout  t he 
pr ior  agreement of  the other EGNOS stakeholders (paragraphs 
5  a n d  6 4)  a n d  w i t h  l i t t l e  t h o u g h t  f o r  t h e  c o m p l ex i t y  o f  t h e 
i n s t i t u t i o n a l  f r a m ew o r k .  T h e  G J U  (a n d  l a t e r  t h e  GSA  )  wa s 
charged  w i t h  negot ia t ing  such  an  agreement ,  bu t  a t  t he  end 
o f  20 0 8  no  p r o g res s  had  b een  made.  A s  a  r esu l t ,  t ec hn i c a l 
issues (managed by the ESA) apar t ,  no ent i t y  was empowered 
t o  t ake  key  d e c i s i o ns  c o nc e r n i n g  EGNOS    an d  t o  d i r e c t  t h e 
p rogramme;

73.

74.

67 Such as the complementarity of 
the two programmes, models for the 
future exploitation of EGNOS and 
Galileo or the implementation of 
system prior it ies.
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( i i i ) 	the Commission's preoccupat ion with navigat ing the programme 
f r o m  o n e  C o u n c i l  m e e t i n g  t o  t h e  n e x t  ( s e e  f o r  e x a m p l e 
pa r ag r aphs  21  and  2 2  o n  t he  C o mmis s i o n ’s  c o mmun i c a t i o n 
o f  6  Oc tober  20 0 4).

(c) 	S et t ing up a future (permanent) organisat ion: between July 1999 and 
Dec ember  20 0 6 the  Commiss ion  charged s i x  d i f fe rent  temporar y 
s t ruc tures w i th  prov id ing technica l  suppor t  fo r  Gal i leo programme 
management  o r  w i t h  t he  ac tua l  management  t ask .  The  GJU was 
the  f i f t h  such  in i t i a t i ve.  As  a  f l ex ib le  and  ded ic ated  o rgan isat i on 
w i th  an  ent repreneur ia l  m indset ,  i t  c ou ld  have  been an  e f fec t i ve 
programme manager.  However,  i t s  pos i t ion was undermined by i t s 
tempora r y  na tu re 6 8,  i t s  gove r nanc e  s t r uc tu re  (Figur e  2 )  and  i t s 
lack  o f  exper t i se.

(d) 	S  e c u r i n g  t h e  a p p r o p r i a t e  s k i l l s  t o  p e r f o r m  a l l  p r o g r a m m e 
c omponents  managed and super v ised  by  the  pub l i c  sec to r :  when 
set t ing up the GJU, the Commission did not pay suf f ic ient at tent ion 
to the fact that i t  was a new organisat ion and that i t  had insuf f ic ient 
exper ience and exper t ise to  per form i ts  tasks (see a lso paragraph 
41(c)) .

(e) 	P  rov i d ing  f o r  r i s k  management :  a t  t he  p ro g r amme’s  ou t se t ,  t he 
Commiss ion  d id  no t  adequate ly  address  t he  r i sks  re la ted  to  t he 
Gal i leo concession (e.g.  market  r isk,  design r isk and technological 
r i sk)  (see a lso  paragraph 41(a)  and Box 2 )  and thus launched the 
c onc ess ion  p roc ess  w i thout  t he  nec essar y  p reparat i on .

( f ) 	 Taking t imely decisions on al l  programme features: the Commission 
d id  not  suf f ic ient ly  c r i t i ca l ly  rev iew or  moni tor  the GJU ’s progress 
r e p o r t s .  C o m m i s s i o n  c o m m u n i c a t i o n s  c o n s i s t e n t l y  e c h o e d  t h e 
pos i t i ve  tone  o f  o f f i c ia l  GJU s ta tements .  As  a  c onsequenc e,  t he 
Commiss ion  d id  not  request  o r  t ake  s ign i f i c ant  c o r rec t i ve  ac t i on 
u n t i l  M a r c h  2 0 0 7,  e v e n  t h o u g h  t h e  c o n c e s s i o n  d e a d l i n e  w a s 
pos tponed annua l l y  fo r  a  f u r ther  t we lve  months . 

68 Even before the GJU became 
operational, the Commission 
published a proposal for a Council 
Regulation setting up the GSA as its 
successor (COM(2003) 471 f inal of 
31 July 2003).
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CONCLUSIONS AND 
RECOMMENDATIONS

T h e  m a n a g e m e n t  o f  t h e  d e v e l o p m e n t  a n d  v a l i d a t i o n  p h a s e  w a s 
inadequate.  The Gal i leo programme exper ienced problems at  d i f ferent 
l eve ls:

(a) 	 The GJU was not  a  s t rong programme manager  nor  was any other 
body  ass igned  th i s  ro le .  I t  d i d  no t  meet  most  o f  i t s  ob jec t i ves  – 
ow ing ,  h oweve r,  t o  f ac to r s  t ha t  we re  l a r g e l y  ou t s i de  t he  G J U ’s 
c ont ro l . 

(b) 	 The programme lacked a st rong st rateg ic  sponsor  and super v isor : 
the Commiss ion d id  not  proac t ive ly  d i rec t  the programme, leav ing 
i t  w i thout  a  he lmsman.  The p rogramme’s  management  su f fe red  a 
number  o f  sho r tc om ings:  an  absenc e  o f  r ea l i s t i c  ob jec t i ves ,  an 
appropr iate  s t rategy and sk i l ls;  insuf f ic ient  preparator y  work ;  and 
the  long  reac t ion  t ime befo re  the  t ak ing  o f  c o r rec t i ve  ac t i on .

(c) 	O wing to  the i r  d i f fe rent  expec tat ions  fo r  the  p rogramme,  Member 
S t a t e s  i n t e r v e n e d  i n  t h e  i n t e r e s t  o f  t h e i r  n a t i o n a l  i n d u s t r i e s 
c a u s i n g  d e c i s i o n s  t o  b e   h e l d  u p .  T h e  r e s u l t i n g  c o m p r o m i s e s 
l ed  to  imp lement a t i on  p rob lems,  de lays  and,  i n  t he  end,  to  c os t 
over r uns .

Which factors accounted for the FAILURE OF THE 
CONCESSION PROCESS?

The PPP was inadequate lyp repared  and c onc e ived.  As  a  resu l t ,  t he 
GJU was required to negot iate a PPP which was unreal ist ic (paragraphs 
35  to  42).

W h i c h  fa c t ors    a c c o u n t e d  f or   t h e  repor     t e d 
d e l ays   an  d  c os  t  o v err   u ns   o f  t e c h no  l o g i c a l 
development?

The GJU ’s  t ask  o f  super v i s ing  techno log ic a l  deve lopment  ac t i v i t i es 
w a s  s e r i o u s l y  c o n s t r a i n e d  by  g o v e r n a n c e  i s s u e s ,  a n  i n c o m p l e t e 
bu dg e t ,  de l ays  an d  t he  i n dus t r i a l  o r gan i s a t i o n  o f  t he  deve l o p m ent 
and  va l i dat i on  phase (paragraphs  43  to  50).

75.

76.

77.
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To  w h at  ex  t en  t  h as   spen    d in  g  on   resear      c h  an  d 
d e v e l opmen     t  a c t i v i t ies    b ene   f i t e d  t h e  Ga  l i l eo  
programme?

The RTD resul ts were of  l imi ted usefulness because of  d iscont inui t ies, 
the inappropr iateness of FP6 for funding market development act iv i t ies, 
t he  absenc e  o f  a  c omprehens ive  mar ket  deve lopment  approach  and 
de lays  (paragraphs  51  to  57 ).

Ho  w  w e l l  h as   t h e  G J U  in  t e g ra t e d  E G N O S  in  t o 
Galileo? 

The in tegrat i on  o f  EGNOS  in to  Ga l i l eo  was  on ly  par t ia l l y  suc c ess fu l 
bec ause  t he  G J U 's  manda te  was  no t  c l ea r,  t he  dec i s i on  to  i nc lude 
EGNOS  in  t he  c onc ess ion  nego t i a t i ons  he ld  up  t he  ac h ievement  o f 
the   EGNOS programme,  the  EGNOS ins t i tu t i ona l  f ramework  was not 
c l e a r  a n d  t h e  G J U  d evo te d  l i t t l e  e f f o r t  t o  m a r ke t  d eve l o p m e n t  f o r 
EGNOS  (paragraphs  58  to  65). 

Was    t h e  Ga  l i l eo   pro   g ramme      a d eq  u a t e l y 
governed?

The p rogramme’s  gover nanc e was  inadequate.  The  d iv i s ion  o f  ro les 
between the ent i t ies invo lved in the development and val idat ion phase 
o f  t he  p r o g r amm e (EU and  ESA M emb er  S t a te s ,  C ommis s i on ,  G J U 
and  ESA)  was  no t  c l ea r l y  de f ined.  The  C ommiss ion  d id  no t  p rov ide 
adequate leadersh ip  in  deve lop ing and managing Gal i leo (paragraphs 
6 6  to  74).

Lessons for the future 

T h e  G a l i l e o  p r o g r am m e o r g a n i s a t i o n  h as  c h an g e d  m a r ke d l y  s i n c e 
20 07.  But  many of  the lessons learned f rom the GJU are of  re levance 
both to the cont inuing Gal i leo programme and to fur ther  poss ib le jo int 
under t ak ings  and indus t r ia l  p rogrammes.

78.

79.

80.

81.
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T h e  C o m m i s s i o n  h a s  p r o p o s e d  i t s e l f  a s  p r o g r a m m e  m a n a g e r,  a 
chal lenging ro le for which i t  has l i t t le exper ience. Whi le th is may be an 
expedient  so lut ion for  the shor t  term, the Commission should consider 
whether  th i s  wou ld  be  the  most  appropr ia te  l ong  te r m ar rangement . 
The  Cour t  has  the  fo l l ow ing  rec ommendat ions .

G a l i l e o  n e e ds  a  c l e a r  d i r e c t i o n  t o  b e  suc c e s s f u l .  D e c i s i o ns  o n  i t s 
fu ture  cannot  be taken by  the Commiss ion a lone but  c lear  leadersh ip 
i s  paramount .

82.

83.

R e c ommen     d at ion    1

To gain author i t y  as a programme manager,  the Commiss ion should 
adapt  i t s  resourc es  and i t s  l ega l  and  f inanc ia l  ins t r uments  to  the 
spec i f i c i t i es  o f  t he  deve lopment  and  management  o f  an  indus t r ia l 
p rogramme:

(a) 	 t he  quant i t y  and  expe r t i se  o f  i t s  human  resourc es  shou ld  be 
c ommensurate  w i th  i t s  t ask  as  p rogramme manager ;

(b) 	 a n  a p p r o p r i a t e  EU  - ESA    c o o p e r a t i o n  f r a m e w o r k  s h o u l d  b e 
es tab l i shed;

(c) 	 the  Commiss ion shou ld  ensure  i t  has  the  f inanc ia l  ins t r uments 
t o  f un d  i n f r as t r u c t u r e  (o t h e r  t h an  v i a  g r an t s)  an d  t o  c o m m i t 
i t se l f  to  bear ing  the  year ly  operat ing  and  rep len ishment  c os ts 
o f  t h i s  in f ras t r uc tu re  over  a  l ong  t ime hor izon;

(d) 	 p r o g r a m m e  g o v e r n a n c e  s h o u l d  b e  s u c h  a s  t o  e n a b l e  t h e 
p r o g r am m e m anag e r  t o  p e r f o r m  i t s  t asks  c o h e r e n t l y  (d e f i n e 
expec ta t i ons ,  g rant  powers  and  ver i f y  per fo r manc e).
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The fa i lu re  o f  t he  c onc ess ion  negot ia t i ons  does  not  imp ly  that  t he re 
i s  n o  b a s i s  f o r  a  G a l i l e o  c o n c e s s i o n  i n  t h e  f u t u r e .  B u t  a ny  f u t u r e 
at tempts to involve pr ivate f inance need to be based on a more real ist ic 
as ses sment  o f  w ha t  i s  mar ke t ab le  and  i f  t he  c ase  f o r  a  PPP rea l l y 
ex i s t s .  I t  shou ld  be  no ted  t ha t  suc c ess f u l  exp lo i t a t i on  mode ls  ex i s t 
fo r  o ther  in te r nat iona l  sa te l l i te  p ro jec t s ,  such  as  Inmarsat ,  In te lsat , 
Eute lsat  o r  Eumetsat .

The Commiss ion  shou ld  u rgent ly  c la r i f y  t he  p rogramme’s  po l i t i c a l 
o b j e c t i v e s  a n d  t r a n s l a t e  t h e m  i n t o  s t r a t e g i c  a n d  o p e r a t i o n a l 
ob jec t i ves  t hat  w i l l  p rov ide  Ga l i l eo  w i th  a  so l id  roadmap f rom now 
unt i l  beyond f u l l  dep loyment .  Fo r  examp le: 

(a)  How shou ld  Ga l i l eo  be  pos i t i oned as  a  c ommerc ia l  sys tem? Is 
i t  requi red to  break even f inanc ia l ly  or  w i l l  i t  requi re  cont inu ing 
public -sector suppor t? Is i t  about maximising revenue generat ion, 
o r  max im is ing  mac roec onomic  benef i t s  and  ser v ing  the  who le 
Ga l i l eo  va lue  cha in  th rough ser v ic es  and  goods  generated  by 
i t s  app l i c a t i ons?

(b)  How w i l l  EGNOS and Ga l i l eo  re la te  to  each o ther  onc e Ga l i l eo 
i s  f u l l y  operat i ona l?  W i l l  t hey  ex is t  s ide  by  s ide  thus  ensur ing 
u s e f u l  r e d u n d a n c y  i n  s e r v i c e  p r ov i s i o n ,  o r  w i l l  EGNOS     b e 
d ismant led?

R e c ommen     d at ion    2

84.

T h e  C o m m i s s i o n  s h o u l d  t a k e  s u f f i c i e n t  t i m e  t o  p r e p a r e  t h e 
commercial  operat ion phase, drawing on best pract ice in the Member 
States,  cons ider ing var ious models  for  pr ivate -sec tor  in i t iat ive and 
t ak ing  ac c ount  o f  exper ienc e  in  c omparab le  sec to r s . 

R e c ommen     d at ion    3
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Depend ing  on  the  dec is ion  o f  how Ga l i l eo  shou ld  be  pos i t i oned as  a 
commerc ia l  sys tem (see recommendat ion 2),  the  European Union w i l l 
e i ther have to engage in foster ing ear ly market development of  Gal i leo/
EGNOS    revenues  ( f o r  gene r a t i ng  d i r ec t  r evenues  to  o f f se t  aga ins t 
c o s t s)  o r  ac c ep t  t o  f und  G a l i l e o ’s  t o t a l  p o ten t i a l  c o s t s  (p o ten t i a l l y 
10  b i l l i o n  e u r o  ove r  t h e  c o m i n g  2 0  ye a r s) .  I n  t h e  f o r m e r  c a s e ,  a n 
appropr ia te  f ramewor k  fo r  users  shou ld  be  c reated. 

The Commiss ion has s ince c reated other  jo in t  under tak ings  (SESAR, 
ITER and severa l  Jo in t  Techno logy  In i t i a t i ves  (JT Is)) .  E xper ienc e  o f 
Ga l i l eo  suggests  that  t he  approach  to  these  new ventures  shou ld  be 
we l l  p lanned and rea l i s t i c .

R e c ommen     d at ion    4

T h e  C o m m i s s i o n  s h o u l d  e n s u r e  t h a t  t h e  f o l l o w i n g  i s s u e s  a r e 
addressed: 

(a) 	 ana l ys i s ,  c onso l i da t i on  and  va l i da t i on  o f  r e l evan t  and  s t ab le 
user  requ i rements;

(b) 	 deve lopment  o f  enab l ing  ac t i ons  (such  as  the  nec essar y  lega l 
and  regu la to r y  f ramewor k);

(c) 	 p romot ion  o f  EGNOS  as  a  showc ase fo r  Ga l i l eo,  by  c er t i f y ing 
EGNOS    ’  S o L  s e r v i c e  a n d  m a k i n g  t h e  EGNOS     a n d  G a l i l e o 
exp lo i t a t i on  mode ls  c ompat ib le;

(d) 	 development of  a c lear and compat ib le pr ic ing pol icy or  revenue 
model for Gal i leo and EGNOS services, and a third-par ty l iabi l i t y 
po l i cy.

85.

86.
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Th is  Repor t  was  adopted  by  the  Cour t  o f  Aud i to r s  in  Luxembourg  a t 
i t s  meet ing  o f  14  May 20 0 9.

For  the  Cour t  o f  Aud i to r s

Víto r  Manue l  da  S i l va  Ca lde i ra
Pres iden t

R e c ommen     d at ion    5

Fo r  any  f u tu r e  j o i n t  u n d e r ta k i n gs  a n d  i n d us t r i a l  p r o g r a m m es  i n 
wh ich  the  EU reso lves  to  engage,  t he  Commiss ion  shou ld:

(a) 	 ensure that  there are c lear  and compel l ing reasons for  c reat ing 
a  jo in t  under t ak ing; 

(b) 	 ensure  that  a l l  rea l i s t i c  opt i ons  on  p r i va te - sec to r  c ooperat i on 
have  been p roper ly  c ons idered; 

(c) 	 e n d e a v o u r  t o  e s t a b l i s h  a  g o v e r n a n c e  s t r u c t u r e  t h a t  d o e s 
n o t  i m p e d e  p r o p e r  p r o g r a m m e  m a n a g e m e n t  b y  t h e  j o i n t 
under t ak ing.
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THE EUROPEAN SPACE AGENCY
A N N E X  I

The ESA is an intergovernmental  organisat ion,  c reated in i ts  cur rent 
form in 1975 from the merger of two exist ing agencies, ELDO (European 
Launcher Development Organisation) and ESRO (European Space Research 
Organisation). The ESA has 18 Member States: Austr ia, Belgium, Czech 
Republ ic,  Denmark, Finland, France, Germany, Greece, I re land, I ta ly, 
Luxembourg, the Netherlands, Norway, Portugal, Spain, Sweden, Switzerland 
and the United Kingdom. The national bodies responsible for space in these 
countries sit on the ESA’s ruling Council.

The ESA's purpose is to provide for and to promote, for exclusively peaceful 
purposes, cooperat ion among European States in space research and 
technology and their space applications, with a view to their being used for 
scientif ic purposes and for operational space applications systems.

The ESA’s activit ies fall into two categories – ‘mandatory’ and ‘optional’. 
Programmes carried out under the General Budget and the Science Programme 
budget are ‘mandatory’; they include the Agency’s basic activities (studies on 
future projects, technology research, shared technical investments, information 
systems and training programmes). All Member States contr ibute to these 
programmes on a scale based on their GDP. The other programmes, known 
as ‘optional’, involve a reduced number of Member States which are free 
to decide on their level of par ticipation. Both ARTES-9 and GalileoSat are 
optional programmes. The ESA's budget spending for 2006 amounted to 
almost 3 billion euro. 

The ESA and the European Community are mutually independent organisations. 
They have dif ferent Member States and are governed by dif ferent rules and 
procedures. The ESA is not bound by EU regulations. 

A Framework Agreement between the ESA and the European Community (in 
force since May 2004) formalises cooperation between the two institutions. 
The European Space Policy, signed in May 2007, unif ies the ESA’s approach 
with those of the individual EU Member States and creates, for the f irst time, 
a common political framework for space activities in Europe. 

A N N E X  I I
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EGNOS FACTS,  F IGURES AND ILLUSTRATIVE EXAMPLES
A N N E X  I I

Comparison between EGNOS and Galileo

EGNOS Galileo

Link with other GNSSs Augments the GPS and GLONASS signals Fully independent from other GNSSs

Services 3: OS, SoL, SAR 5: OS, CS, PRS, SoL, SAR

Coverage Regional (Europe) Global

Space segment 3 transponders on geostationary (GEO) 
satellites orbiting at 36 000 km

30 medium earth orbit (MEO) satellites 
orbiting at 23 000 km

Ground segment

4 MCCs (Mission Control Centres)

34 RIMS (Ranging and Integrity  
Monitoring Stations)

6 NLES (Navigation Land Earth  
Stations)

3 GCCs (Galileo Control Centres)

20 GSSs (Galileo Sensor Stations)

5 S-band up-link stations

10 C-band up-link stations

Financed by ESA, European Commission,  
Eurocontrol, EOIG, GJU stakeholders ESA, European Commission, China, Israel

EGNOS funding sources

EGNOS funding sources (Total 630 million euro, 2001 prices)  
Funds allocated between 1995 and 2007

Source: ECA estimate.

european commission (Ten-T + fp7)28 %

esa Member states (arTes)37 %

eoig
26 %

eurocontrol2 %

gJu stakeholders7 %

european 
commission 
(Ten-T + 

fp7)
28 %

esa Member 
states 

(arTes)
37 %

eoig
26 %

eurocontrol
2 %

gJu 
stakeholders

7 %
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The EGNOS objectives were gradually adapted during the programme’s transformation 
from a demonstrator to a fully fledged operational programme. It suffered from the 
absence of a long-term strategy and political commitment. Some examples:

(a)	EGNOS  grants from the European Commission were paid in annual tranches and 
systematically arrived late. Contributions from ESA Member States were also late. 
Some programme activities were therefore delayed, giving rise to uncertainty about 
the programme’s deployment planning. 

(b)	 Mid-term, changing requirements, evolving standards and new ideas on the 
certification of the system caused delays and extra costs.

(c)	A s of September 2008, there was still no roadmap for EGNOS.  

(d)	A lthough the EGNOS OS signal became available in July 2006, as of September 
2008 the system had still not been declared operational due to issues of third 
party liability, uncertainty about the programme’s future in terms of financing and 
governance and the Commission’s reluctance to accept the system technically.  

(e)	D espite the ESA’s and the GJU’s efforts to demonstrate the capabilities of EGNOS 
overseas (e.g. in Africa, China and South America), there is no real strategy to 
support EGNOS outside Europe.

(f)	I n the GJU’s organisational structure EGNOS was assigned to the technical division 
rather than treated as a fully-fledged, cross-sectoral programme. Until 2006 the 
GJU did not receive the financial means from the Commission to devote to specific 
EGNOS-related studies.

A N N E X  I I I

EGNOS lacked a long-term vision
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INTERNATIONAL COOPERATION ON GALILEO
A N N E X  I I I

The EU has entered into several international agreements related to Galileo. 

Cooperation agreements have been signed with the United States (2004) and with 
Russia (2006) in order to ensure interoperability and compatibility between Galileo and 
existing GNSSs such as GPS and GLONASS.

Cooperation agreements with China (2003) and Israel (2004), respectively, brought GJU 
membership of the NRSCC and MATIMOP.
 
General cooperation agreements have been signed with Ukraine (2005), India (2005), 
Morocco (2005), and South Korea (2006) but have never led to a concrete participation 
or GJU membership.
 
The purpose of all these agreements was to minimise the technological and political risks, 
promote and reinforce industrial and political know-how, stimulate the provision of system 
applications, offer third-country market penetration, promote Galileo as international 
standard and prepare the ground for the installation of terrestrial-segment components 
in different regions of the world.

Relations with the Chinese and Israeli undertakings were damaged when the GJU was 
wound up and problems arose with transferring the relevant agreements to the GSA. 
Discussions on cooperation with further other countries such as Brazil, Mexico, Chile, 
Canada, Argentina and Australia were also discontinued after the GJU was closed 
down. 
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GLOSSARY OF TERMS USED IN THIS REPORT
A N N E X  V

Availability payment: A periodic payment made to a concessionaire by a public authority 
for providing an available facility.

Business case: Information that describes the justification for setting up and continuing 
a project. It provides the reasons and answers the question “Why?” for the project.

Business plan: A formal statement of a set of business goals, the reasons why they are 
believed attainable, and the plan for reaching those goals.

Concession agreement: An agreement between public and private partners according 
to the latter the exclusive right to operate, maintain and carry out investment in a public 
utility.

Conflict of interest: Situation in which a certain person or organisation is acting in two 
capacities, the goals or interests of which are opposed.

Competitive tension: Situation in which competitors are forced to make their offers of 
goods/services/bids as attractive to the procuring organisation as possible so as not 
to lose their position to rival competitors, resulting in a better deal for the awarding 
authority.

Galileo User Segment: In contrast to the space segment and ground segment of the 
system, the user segment translates the signals into services for the final users. It 
consists of different types of user receivers.

Governance structure: The system of oversight in place to enable management to 
maintain control over the project, including the allocation of management responsibilities 
and the processes and systems for reporting to management.

Public-private partnership: A government service or private business venture which 
is funded and operated through a partnership of government and one or more private 
sector companies.

Public sector comparator: An estimate of what the project would cost if traditional 
procurement methods were used. This is used to help determine whether private finance 
offers better value for money than traditional procurement.
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Risk allocation: The agreement between the parties to a public / private finance deal or 
concession which defines which parties or party is responsible for bearing the financial 
or other consequences of that event occuring, minimising the chance that a particular 
adverse event should arise, and for mitigating the impact of that event.

Risk transfer: The passing of risk normally borne by the procuring organisation to the 
private sector service provider.

Tender process: The practice of advertising for, then receiving and evaluating offers or 
bids from different private sector companies to operate the services under the public 
private finance and concessions deal, with a view to achieving the greatest value for 
money.

Traditional procurement: A contract in which the customer simply pays the contractor 
for the provision of an asset as work in developing this asset progresses. Such assets 
are fully paid for on their completion. The maintenance of these assets are dealt with 
in separate contracts, while their operation remains the responsibility of the public 
sector.
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REPLY OF THE 
COMMISSION
SUMMARY

I -V. 
G a l i l e o  a n d  EGNOS      a r e  t w o  p a t h  b r e a k i n g 
programmes aiming at  estab l ish ing a European 
G l o b a l  N a v i g a t i o n  S a t e l l i t e  S y s t e m .  T h e 
European Spac e Agency  and the  Commiss ion 
s t a r t e d  t h e s e  t w o  p r o g r a m m e s  a s  a  j o i n t 
i n i t i a t i ve ,  and  ob t a ined  f r om t he i r  r espec t i ve 
M e m b e r  S t a t e s  s t r o n g  s u p p o r t  f o r  t h e 
p rogrammes. 

ESA    t o o k  c h a r g e  o f  t h e  t e c h n o l o g i c a l 
d e v e l o p m e n t  a n d  t h e  C o m m i s s i o n  w a s 
r e s p o n s i b l e  f o r  p o l i c y  m a k i n g .  To g e t h e r 
t h e y  s e t  u p  t h e  G a l i l e o  J o i n t  U n d e r t a k i n g 
a s  a  c o o r d i n a t i o n  p l a t f o r m  t o  o v e r s e e  t h e 
i m p l e m e n t a t i o n  o f  t h e  d e v e l o p m e n t  a n d 
va l i da t i on  phase.

For  t he  dep loyment  and  opera t i ons  phase,  on 
t h e  C o m m i s s i o n ’s  p r o p o s a l ,  t h e  C o u n c i l  s e t 
up a  regu lato r y  agency (the GSA) to  represent 
t he  in te res t s  o f  t he  pub l i c  sec to r  i n  t he  pub l i c 
p r i va te  par tne rsh ip  (PPP).

M e m b e r  S t a t e s  a n d  t h e  E u r o p e a n  S p a c e 
Agency  p layed  a  key  ro le  s inc e  i t s  i nc ep t i on . 
A f te r  hav ing exper ienced d i f f i cu l t ies  in  f ind ing 
pr ivate source f inancing, the integrated Gal i leo/
E g n o s  p r o g r a m m e  b e c a m e  i n  2 0 0 8  a n  EU  
programme fu l l y  f inanced f rom the EU budget . 
Fr o m t ha t  p o in t  i n  t im e,  t he  C o mmis s i o n  has 
taken on the ro le  o f  p rogramme manager.  Wi th 
t h e  n e w  s e t - u p  r e s p o n s i b i l i t i e s  h a v e  b e e n 
c la r i f i ed  and  the  Commiss ion  today  c ons ide rs 
t ha t  i t  i s  on  t he  r i gh t  t r ack  towards  ach iev ing 
i t s  ob jec t i ves .  The Commiss ion  acknow ledges 
t h a t  t h e r e  w e r e  d e l a y s  a n d  c o s t  o v e r r u n s , 
b u t  g i v e n  t h e  i n n o v a t i v e  n a t u r e  a n d  t h e 
techn ic a l  soph is t i c a t i on  o f  t he  p re - p ro jec t  t he 
Commiss ion  c ons ide rs  t he  Cour t ' s  eva luat i on 
o f  t h e  m a n a g e m e n t  o f  t h e  d eve l o p m e n t  a n d 
v a l i d a t i o n  p h a s e  o v e r l y  n e g a t i v e .  W i t h  t h e 
b e n e f i t  o f  h i n d s i g h t ,  i t  a p p e a r s  t h a t  m o r e 
c ou ld  have  been done to  address  some o f  t he 
enc ounte red  p rob lems a t  an  ear l i e r  s t age.
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I X .
The Commiss ion proposa l  to  in tegrate  EGNOS 
i n t o  G a l i l e o  e f f e c t i v e l y  s a v e d  t h e  EGNOS     
p r o g r a m m e,  a n d  e n s u r e d  av a i l a b i l i t y  o f  t h e 
f u n d i n g  n e c e s s a r y  t o  c o n t i n u e  t h i s  p r o j e c t . 
T h e  C o m m i s s i o n  m a i n t a i n e d  t h i s  i n t e g r a t e d 
approach both dur ing and af ter  the concess ion 
negot ia t i on . 

X .
The s ta tement  o f  the  Cour t  does not  f u l l y  t ake 
in to  ac c ount  t he  rea l i t y  o f  t he  env i ronment  a t 
t h a t  t i m e .  T h e  p r o g r a m m e  i n v o l v e d  a  l a r g e 
number  o f  pub l i c  sec to r  s t akeho lders  (EU and 
ESA    m e m b e r  s t a t e s ,  ESA   ,  t h i r d  c o u n t r i e s , 
C ommiss ion)  w i t h  d i f f e ren t  i ns t i t u t i ona l  r o les 
a n d  r e s p o n s i b i l i t i e s ,  a n d  t h e  C o m m i s s i o n 
wo r ke d  ac t i ve l y  t o  f i n d  t h e  t o o l s  t o  p r o p e r l y 
t a k e  o n  b o a r d  t h e s e  s t a k e h o l d e r s .  T h e 
Commiss ion achieved real  progress in the f ie ld 
of internat ional cooperat ion. The creat ion of the 
GJU and o f  t he  GSA ,  as  we l l  as  the  p roposa ls 
t o  r e d i r e c t  t h e  p r o g r a m m e  t h a t  c u l m i n a t e d 
i n  t h e  a d o p t i o n  o f  Re g u l a t i o n  6 8 3 / 2 0 0 8 ,  a r e 
i l lus t rat ions of  the leadersh ip  exerc ised by the 
Commiss ion  w i th  due regard  to  the  respec t i ve 
ro les  o f  t he  s t akeho lders .

X I .
The Commiss ion has rece ived a c lear  mandate 
t o  t a ke  ove r  t h e  p r o g r a m m e  m a n a g e m e n t  o f 
t he  dep loyment  phase,  and  as  a  c onsequenc e 
has s tar ted to  adapt  i t s  management  capac i t y, 
both in  house and w i th  the suppor t  o f  qua l i f ied 
ex te r na l  adv iso r s .

X I I .
The lessons learned through Gal i leo are shared 
w i th  Member  S ta tes  and o ther  s takeho lders  to 
improve the management of  large inf rast ructure 
p rogrammes. 

V.
( i )
T h e  G J U  w a s  s e t  u p  t o  a c t  a s  a n  i n t e r f a c e 
bet ween ESA ,  respons ib le  fo r  car r y ing out  the 
tec hn o l o g i c a l  deve l o pm ent  ac t i v i t i e s  ( IOV  o r 
i n - o r b i t  va l i da t i o n  p has e) ,  an d  t h e  Eu r o p e an 
Commiss ion  in  charge  o f  t he  po l i cy  aspec ts .  

( i i )
T h e  C o m m i s s i o n  c o n s t a n t l y  s u p e r v i s e d  t h e 
p r o g r a m m e ,  w i t h o u t  i n t e r f e r i n g  w i t h  ESA  ' s 
respons ib i l i t y,  espec ia l l y  as  regards  techn ic a l 
and industr ial mat ters. The Commission stepped 
i n  w h e n eve r  n e e d e d  t o  ave r t  b l o c k a g e s  a n d 
p ropose adapta t i ons  o f  t he  p rogramme. 

V I . 
The cho ice of  the PPP was a po l i t i ca l  dec is ion 
taken by the Counci l .  The Commission received 
a  c l e a r  p o l i t i c a l  m a n d a t e  t o  p r e p a r e  a  PPP  , 
w i th in  a  l im i ted  t imef rame,  and  p repared  i t  on 
t he  bas is  o f  i n fo r mat i on  ava i l ab le  a t  t he  t ime 
in  th is  ver y spec i f ic  and innovat ive sec tor.  The 
i n d u s t r y  c a m e  u p  w i t h  s e r i o u s  a n d  r e a l i s t i c 
p r o p o s a l s  i n  r e p l y  t o  t h e  c a l l  f o r  a  PPP   
Conc ess ion .

V I I I .
T h r o u g h  t h e  G J U  a n d  t h e n  GSA   ,  t h e 
C o m m i s s i o n  h a s  u s e d  FP  6  f u n d s  t o  f u n d 
t e c h n o l o g i c a l  d e v e l o p m e n t  a c t i v i t i e s ,  a n d 
app l i c a t ion - re la ted  RTD.  These RTD pro jec t s , 
and  espec ia l l y  app l i c a t i on - re la ted  RTD are  to 
bear f ru i ts  in  the medium/ long run (2009 -2015) 
and exp lo i tat ion of  such work is  to  be inc luded 
in  t he  f o r t hc oming  " GNSS  A pp l i c a t i on  Ac t i on 
P lan".

REPLY OF THE 
COMMISSION
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17-18 .
In accordance with Ar t ic le 2 of the GJU Statutes 
t he  ma in  t asks  a re:

(1) 	o v e r s e e  t h e  i n t e g r a t i o n  o f  EGNOS      i n t o 
G a l i l e o  a s  w e l l  a s  t h e  i m p l e m e n t a t i o n  o f 
t h e  G a l i l e o  d e v e l o p m e n t  a n d  v a l i d a t i o n 
phase;

(2) 	launch through ESA the indust r ia l  ac t iv i t ies 
o f  t he  deve lopment  phase;

(3) 	prepare, in cooperat ion with the Commission 
and  ESA ,  t he  dep loyment  and  ope ra t i ona l 
phases by managing the tender ing procedure 
resu l t ing  in  the conc lus ion o f  a  concess ion 
agreement ;

(4) 	super v ise the car r y ing out  of  a l l  programme 
ac t i v i t i es .

21.
The purpose given by the March 2004 t ranspor t 
Counc i l  to  the Commiss ion’s  communicat ion of 
October 2004 was not to repor t  on the progress 
o f  t he  deve lopment  and  va l i da t i on  phase,  bu t 
on the s tar t  o f  the dep loyment  and operat iona l 
phases . 

T h e  d e l ay  i n  t h e  t e c h n o l o g i c a l  d eve l o p m e n t 
( IOV o r  in - o r b i t  va l i da t i on  phase)  a t  t ha t  t ime 
was cons idered not  incompat ib le  w i th  the s tar t 
o f  t he  ac t i v i t i e s  f o r  t he  dep l oy m ent  phase  o f 
t he  p rogramme in  20 0 6 . 

INTRODUCTION

2 .
T h e  E u r o p e a n  S p a c e  A g e n c y  a n d  t h e 
C o m m i s s i o n  s t a r t e d  EGNOS      a n d  G a l i l e o 
a s  a  j o i n t  i n i t i a t i ve ,  a n d  o b t a i n e d  f r o m  t h e i r 
r espec t i ve  M ember  S t a tes  s t r ong  suppo r t  f o r 
t he  p rogrammes. 

ESA    t o o k  c h a r g e  o f  t h e  t e c h n o l o g i c a l 
d e v e l o p m e n t  a n d  t h e  C o m m i s s i o n  w a s 
r e s p o n s i b l e  f o r  p o l i c y  m a k i n g .  To g e t h e r 
t h e y  s e t  u p  t h e  G a l i l e o  J o i n t  U n d e r t a k i n g 
a s  a  c o o r d i n a t i o n  p l a t f o r m  t o  o v e r s e e  t h e 
i m p l e m e n t a t i o n  o f  t h e  d e v e l o p m e n t  a n d 
va l i da t i on  phase.

For  t he  dep loyment  and  opera t i ons  phase,  on 
t h e  C o m m i s s i o n ’s  p r o p o s a l ,  t h e  C o u n c i l  s e t 
up a  regu lato r y  agency (the GSA) to  represent 
t he  in te res t s  o f  t he  pub l i c  sec to r  i n  t he  pub l i c 
p r i va te  par tne rsh ip  (PPP).

THE HISTORY OF GALILEO

15 .
Fo r  t h e  i m p l e m e n t a t i o n  o f  t h e  d ev e l o p m e n t 
phase o f  t he  Ga l i l eo  Programme the  GJU was 
created to ensure the unity of the administ rat ion 
and  the  f inanc ia l  c ont ro l  o f  t he  p ro jec t  fo r  t he 
r e s e a r c h ,  d e v e l o p m e n t  a n d  d e m o n s t r a t i o n 
p h a s e  o f  t h e  G a l i l e o  p r o g r a m m e ,  a n d  t o 
t h i s  e n d  m o b i l i ze  t h e  f un d s  as s i g n e d  t o  t h a t 
p ro g ramme (A r t i c l e  1  o f  Re gu la t i on  (EC)  N o. 
876 /20 02).  The techn ic a l  respons ib i l i t y  o f  t h is 
phase was  ent r us ted  to  ESA in  t he  f ramewor k 
o f  i t s  Ga l i l eoSat  p rogramme.  The approva l  o f 
t h e  G a l i l e o S a t  p r o g r a m m e  b y  ESA    m e m b e r 
s t a t e s  t r i g g e r e d  t h e  s t a r t  o f  t h e  i n d u s t r i a l 
ac t i v i t i es .  The  Ga l i l eo  Jo in t  Under t ak ing  was 
the coordinat ion p lat form between ESA and the 
Commission for the development and val idat ion 
phase.

REPLY OF THE 
COMMISSION
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27. 
At  t he  end o f  20 05 ,  t he  Commiss ion  p repared 
t h e  g r o u n d s  f o r  t h e  d e p l o y m e n t  p h a s e  b y 
in i t iat ing the steps to ensure the handover f rom 
the  GJU,  c reated  fo r  t he  Deve lopment  Phase, 
to the GSA , c reated for  managing publ ic  sec tor 
interests in the PPP scheme for the Deployment 
and  opera t i ons  phase.

Two  as sum pt i o ns  we r e  d r i v i n g  t h e s e  ac t i o ns 
f r o m  C o m m i s s i o n :  1 )  t h a t  C o n c e s s i o n 
negot ia t i on  c ou ld  be  c omp le ted  by  end  20 0 6 , 
s o m e t h i n g  t h a t  t h e  s t a t u s  o f  n e g o t i a t i o n s 
a f te r  t he  merg ing  o f  t he  c onso r t i a  was  g i v ing 
some c red ib i l i t y  to,  and 2)  that  the de lays now 
apparent  on the IOV phase meant  that  the IOV 
phase wou ld  ou t l i ve  GJU.

28 .
I n  a  p a r a l l e l  d e v e l o p m e n t ,  o v e r  2 0 0 6  a n d 
2 0 07,  ESA   c o n t i n u e d  t o  ex p e r i e n c e  s e r i o u s 
d i f f i cu l t i es  in  i t s  management  o f  bo th  EGNOS  
and  G a l i l eo .  O n  EGNOS   t he  d i f f i c u l t i e s  we re 
m o s t l y  t e c h n i c a l .  O n  G a l i l e o  t h e  i n d u s t r i a l 
s e t  u p  a n d  i t s  m a n a g e m e n t  b y  ESA    w a s 
e x p e r i e n c i n g  s u b s t a n t i a l  d e l a y s  a n d  c o s t 
over runs.  ESA embarked in  a major  reshuf f l ing 
o f  t he  c ont rac tua l  re la t i onsh ips  i t  had  c reated 
fo r  t he  Ga l i l eoSat  p rogramme.

Fac ed  w i t h  t hese  d i f f i c u l t i es  and  t he  s t a l l i ng 
o f  t h e  C o n c e s s i o n  p r o c e s s ,  t h e  C o m m i s s i o n 
proposed to Counc i l  and Par l iament  to  redi rec t 
t h e  p r o g r a m m e,  f u n d  t h e  d e p l oy m e n t  p h a s e 
f rom the Communi t y  budget ,  ac t  as programme 
manage r  and  use  ESA as  p r oc u rement  agen t 
for the deployment phase. Regulat ion 683/2008 
o n  t h e  f u r t h e r  i m p l e m e n t a t i o n  o f  t h e  GNSS    
p rogrammes was  adopted  on  9  Ju ly  20 0 8 .

22 .
Informat ion avai lable at the t ime was suppor t ing 
the idea that expect ing a favourable outcome of 
the procurement process was not unreasonable. 
T h e  C o m m u n i c a t i o n  i n d i c a t e d  t h a t  t h e 
procedure so far  was successfu l  and requested 
the  Counc i l ' s  c on f i r mat ion  in  o rder :

– 	 to enable the Jo int  Under tak ing to complete 
t he  negot ia t i on  o f  t he  c onc ess ion  c ont rac t 
d u e  t o  b e  s i g n e d  i n  t h e  c o u r s e  o f  2 0 0 5 , 
and

–	 t o  e n a b l e  p r i v a t e - s e c t o r  s t a k e h o l d e r s 
t o  c o n f i r m  t h e i r  b i d s  a n d  f i n a n c i a l 
c ommi tments .

23 .
T h e  C o m m i s s i o n ,  f u l f i l l i n g  t h e  p o l i t i c a l 
r e s p o n s i b i l i t y  a s s i g n e d  t o  i t ,  c r e a t e d  t h e 
c o n d i t i o n s  f o r  a g r e e m e n t  b e t w e e n  M e m b e r 
S t a t e s  by  a s k i n g  f o r m e r  C o m m i s s i o n e r  Va n 
Mier t  to  mediate.  The Commiss ion managed to 
unblock concession negot iat ion and that par t  of 
the development and val idat ion phase act iv i t ies 
that  had been sta l led by d isagreements among 
M e m b e r  S t a t e s  b e t we e n  J u l y  a n d  D e c e m b e r 
20 05 . 

26 .
Over 2006, and more par t icu lar ly in the second 
h a l f  o f  2 0 0 6 ,  w i t h  t h e  s t r o n g  s u p p o r t  o f  t h e 
Commission and the European Investment Bank, 
t he  G J U na r r owe d  dow n  t he  d i f f e renc es  w i t h 
t he  Merged c onsor t ium to  t he  few subs tant ia l 
i s s u e s  t h a t  w e r e  r e m a i n i n g  i n t r a c t a b l e .  T h e 
resu l t  o f  t hese  negot ia t i ons ,  together  w i th  t he 
n e g o t i a t i n g  t e am,  an d  t h e  o t h e r  ac t i v i t i e s  o f 
t he  G J U,  we r e  t r ans fe r r e d  t o  t he  GSA   a t  t he 
end  o f  20 0 6 .
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(a)
The unprecedented nature of the Gal i leo Project 
made  i t  ex t reme ly  d i f f i cu l t  t o  app ly  PPP bes t 
p rac t ices,  such as deve lop ing a re l iab le  pub l ic 
sec to r  c omparato r  fo r  l ack  o f  da ta .

The mate r ia l  d i f fe renc e  in  sc ope bet ween the 
IOV and FOC (fu l l  operat ional  capabi l i t y)  made 
i t  imposs ib le to app ly the data coming f rom the 
IOV to  deve lop  such  a  c omparato r.

The s tud ies  commiss ioned by  the Commiss ion 
and the GJU c lear ly indicated the r isks at  stake 
fo r  the  dep loyment ,  operat ion  and c ommerc ia l 
exp lo i tat ion of  the in f rast ruc ture proposed and 
assessed their ef f ic ient al locat ion as achievable 
under  a  PPP/c onc ess ion  scheme.

(b)
In  v iew of  the  t ime pressure,  and the d i f f i cu l t y 
t o  f i nd  enough  p rec edent s  to  bu i l d  up on ,  t he 
Commiss ion  and GJU opted  fo r  a  c ompet i t i ve 
d ia logue process for  the procurement ,  in  order 
to enable for a gradual  f ine tuning of  the tender 
spec i f i c a t i ons .

T h e  C o m p e t i t i v e  d i a l o g u e  p r o c e d u r e  ex i s t s 
to  hand le  c omp lex  c ases  suc h  as  t he  G a l i l eo 
PPP    g i ve n  i t s  t e c h n i c a l ,  f i n a n c i a l  a n d  l e g a l 
se t  up.

T h e  u n k n o w n  e l e m e n t s  c h a r a c t e r i z i n g  t h e 
Gali leo PPP were indeed supposed to be tackled 
t h r o u g h  t h i s  p r o c e d u r e  by  i n t e r a c t i o n s  w i t h 
ex t reme ly  se r i ous  and ded ic a ted  b idders .
The p roc edure  was  ex tended in  t ime so  as  to 
a l l ow the  c and idates  p rec ise ly  to  pu t  fo r ward 
re f i ned  and  more  c red ib l e  bus ines s  p lan  and 
f inanc ia l  mode ls .

29.
The sc ope o f  t he  c ommun ic at i on  o f  May  20 07 
was  no t  t o  desc r i be  i n  de t a i l s  t he  reasons  o f 
t h e  f a i l u r e  o f  t h e  c o n c e s s i o n  n e g o t i a t i o n s , 
b u t  r a t h e r  t o  t ake  s to c k  o f  t h e  r e su l t s  o f  t h e 
negot ia t i ons  and  p ropose a  way  fo r ward.

31.
In  the  per iod  aud i ted  by  the  Cour t  (September 
2003-December 2006), the GJU was establ ished 
to ensure the unity of the administ rat ion and the 
f inanc ial  cont ro l  of  the projec t  for the research, 
deve lopment  and  demons t ra t i on  phase  o f  t he 
Ga l i l eo  p rogramme,  and  to  mob i l i ze  t he  f unds 
ass igned to  t ha t  p rogramme.

OBSERVATIONS

39.
T h e  PPP 's  c o nc ep t i o n  was  bas e d  o n  s t u d i e s 
a n d  r e p o r t s  e l a b o r a t e d  i n  t h e  c o u r s e  o f  t h e 
Ga l i leo  def in i t i on  phase,  wh ich  had shown the 
v iab i l i t y  o f  de l i ve r ing  the  Ga l i l eo  dep loyment , 
operat ion and commerc ia l  exp lo i tat ion under  a 
PPP s t r uc tu re  enta i l i ng  p r i va te  f inanc ing.  The 
c ho i c e  o f  t he  PPP has  been  enc ou r age d  and 
f inal ly endorsed by the Counci l.  The preparat ion 
of  the PPP was const ra ined by the l im i ted t ime 
ava i l ab le .  The  indus t r y  c ame up  w i t h  se r i ous 
and rea l i s t i c  p roposa ls  in  rep ly  to  t he  c a l l  f o r 
a  PPP C onc ess ion .

41.
A s  s h o w n  b y  t h e  s t u d i e s  a v a i l a b l e  t o  t h e 
Commiss ion,  best  prac t ices in  the PPP domain 
were def ini te ly taken into account. Never theless 
t h e s e  b e s t  p r a c t i c e s  h a v e  b e e n  d e v e l o p e d 
w i t h  e s t a b l i s h e d  i n d u s t r i e s  a n d  s e r v i c e s 
(moto r ways,  hosp i t a ls ,  power  p lants…),  where 
r i sks  a re  a l ready  re la t i ve ly  we l l  i dent i f i ed  and 
c o s t  c o m p a r a t o r s  e a sy  t o  b u i l d  b a s e d  u p o n 
ex i s t i n g  c o s t  d a t a .  T h i s  w a s  a n d  s t i l l  i s  f a r 
f rom being the case for the Gal i leo deployment, 
opera t i on  and  c ommerc ia l  exp lo i t a t i on .
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(e)
T h e  M e m b e r  S t a t e s  d i d  n o t  h av e  t o  r e l y  o n 
G J U ’s  o f f i c i a l  r epo r t i ng  on l y  s inc e  t hey  were 
r ep r e s en te d  a t  t h e  S up e r v i s o r y  B o a r d  o f  t h e 
G J U w h i c h  was  deb r i e f e d  ex tens i ve l y  o n  t h e 
p r o g r e s s  o f  t h e  n e g o t i a t i o n s  a n d  r e g u l a r l y 
updated  on  the  p rogress  o f  t he  p rogramme.

They were a lso represented in spec i f ic  work ing 
g r o u p s ,  n o t a b l y  t h e  PPP    E x p e r t  m e e t i n g ,  t o 
fo l low more c losely the negot iat ion process and 
we r e  g i ve n  f u l l  v i s i b i l i t y  ove r  t h e  d i f f i c u l t i e s 
faced dur ing negot ia t ion,  p rec ise ly  on mat te rs 
re la ted  to  t he  c onc ess ion .

T h o u g h  c o m p l e x ,  t h e  n e g o t i a t i o n s  w e r e 
s t r u c t u r e d  a n d  c o n d u c t e d  i n  a  s e r i o u s  a n d 
p r o fe s s i o na l  m ann e r  by  t h e  t wo  pa r t i e s ,  an d 
o f f e r e d  n o t  s u f f i c i e n t  g r o u n d  f o r  t h e  G J U  t o 
q u e s t i o n  t h e  f e a s i b i l i t y  o f  t h e  c o n c e s s i o n . 
G J U r ep o r t s  we r e  t a r g e t i ng  a  b r oade r  pub l i c 
t han  Member  S ta tes ,  and  as  such  had to  keep 
c e r t a in  c ommerc ia l  i n fo r mat ion  c onf i dent ia l . 

42 .
The PPP mode l  p roposed  by  t he  C ommiss ion 
d i f f e r e d  f r o m  o t h e r  PPP    m o d e l s  t h e n  i n 
e x i s t e n c e .  T h e  v e r y  s p e c i f i c  n a t u r e  o f  t h e 
ac t i v i t i es  and  r i sks  a t  s t ake  meant  t ha t  o t he r 
e x i s t i n g  p r o j e c t s  c o u l d  n o t  b e  t a k e n  a s  a 
r e f e r e n c e  f o r  t h e  G a l i l e o  P r o j e c t  f o r  w h a t 
r e g a r d s  t h e  s h a r i n g  o f  r i s k s  a n d  f i n a n c i n g 
bet ween pub l i c  and  p r i va te  sec to r.

(a)
T h e  t e c h n o l o g i c a l  c o m p l ex i t y  o f  t h e  G a l i l e o 
P r o j e c t  i s  a  f a c t  w e l l  u n d e r s t o o d  by  a l l  t h e 
s t a ke h o l d e r s  i nvo l ve d  a n d  e s p e c i a l l y  by  t h e 
p r i va te  sec to r.

T h e  ex t e n s i o n  o f  t h e  d i a l o g u e  p r o c e s s  a n d 
t h e  i n t e r a c t i o n s  b e t w e e n  t h e  G J U  a n d  t h e 
c and idates ,  even a f te r  t he i r  merger,  p roduc ed 
impor t ant  resu l t s ,  wh ich  were  inc o r po ra ted  in 
t he  Heads  o f  Ter ms.

(c)
T h e  G J U  s t a f f  e n c o m p a s s e d  p r o f e s s i o n a l s 
h a v i n g  a c c r u e d  s p e c i f i c  e x p e r i e n c e  i n  t h e 
s p a c e  d o m a i n  a n d  p r o j e c t s ,  h av i n g  s p e c i f i c 
management  exper ienc es  in  re la t i on  to  pub l i c 
s e c t o r  i n f r a s t r u c t u r e  p r o j e c t s  a n d  p r o j e c t 
f inanc ing.  There was no "knowledge gap" when 
c ompared  to  indus t r y  teams.

E x p e r i e n c e d  a d v i s o r s  w e r e  i n v o l v e d  i n  t h e 
c o n c e p t i o n  p h a s e  o f  t h e  P r o g r a m m e  (s e e  i n 
par t icular the incept ion study). As f rom the star t 
of  the act ive phase of  the compet i t ive dia logue, 
e x p e r i e n c e d  a d v i s o r s  ( P r i c e  W a t e r h o u s e 
Coopers, Lovel l 's ,  …) and European Investment 
B a n k  s e n i o r  s t a f f  we r e  a s s i s t i n g  t h e  G J U  i n 
negot ia t ions e i ther  before or  a f te r  the merg ing 
o f  t h e  c a n d i d a t e s  a n d  i n  t h e  c o n t ex t  o f  t h e 
merger  p roc ess  i t se l f .

(d )
The merger of the two of fers was not encouraged 
no r  supp o r te d  ne i t he r  by  t he  G J U no r  by  t he 
C o m m i s s i o n .  To  m i t i g a t e  t h e  e f f e c t s  o n  t h e 
p r o c e s s  d e s c r i b e d  by  t h e  C o u r t  (e s s e n t i a l l y 
l oss  o f  c ompet i t i on),  t he  Commiss ion imposed 
c ond i t i ons  on  the  M erger  approva l .

A f te r  carefu l  sc rut iny  of  the jo int  p roposa l ,  the 
G J U,  w i t h  t h e  a s s i s t a n c e  o f  h i g h l y  q u a l i f i e d 
a d v i s o r s ,  a s s e s s e d  t h a t  t h e  j o i n e d  p r o p o s a l 
de l i ve red  bet te r  va lue  fo r  money  w i th  respec t 
to  t he  ind iv idua l  b ids .
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N ev e r t h e l e s s  p r o g r e s s  w a s  a c h i ev e d  i n  t h e 
course thereof at least for what concern l iabi l i t y 
r i sk  and  mar ket  r i sk  a l l oc at i on .

M o r e o v e r  i t  i s  p r o b a b l e  t h a t  f a i l u r e  o f  t h e 
concession negot iat ion can also be at t r ibuted to 
other factors,  for instance industr y ’s real izat ion 
o f  more  advantageous  f i nanc ing  opt i ons .

T h e  d i f f i c u l t y  t o  t r a n s f e r  m a r k e t  r i s k  w a s 
i d e n t i f i e d  a n d  a c k n o w l e d g e d ,  a n d  a s  a 
c o n s e q u e n c e  H e a d s  o f  Te r m s  w e r e  c l e a r l y 
p o i n t i n g  t o  a  p o s s i b l e  a g r e e m e n t  w h e r e  t h e 
r i sk  t rans fer  wou ld  be min imal  a t  a  f i r s t  s tage, 
w i th  mechan isms fo r  a  g radua l  inc rease in  the 
degree of market r isk t ransfer dur ing the course 
o f  t he  c ont rac t .

The  t rans fe r  o f  des ign  r i sk  has  been the  most 
c ont rovers ia l  i s sue  o f  t he  PPP negot ia t i on .
The IOV phase o r ig ina l l y  c onc e ived  to  reduc e 
d e s i g n  r i s k s  w a s  p e r c e i v e d  b y  t h e  p r i v a t e 
sec tor  as a major  const ra int  to  the under tak ing 
the reo f .

T h e  a t t i t u d e  o f  i n d u s t r y  t o  r e f u s e  a n y 
u n d e r t a k i n g  o f  d e s i g n  r i s k  o n  t h e  b a s i s  o f 
l a c k  o f  v i s i b i l i t y,  i nvo l ve m e n t  a n d  va l i d a t i o n 
capabi l i t ies of  the IOV phase has been st rongly 
c ha l l en g e d  du r i n g  ne g o t i a t i o n  g i ven  t ha t  t h e 
p o t e n t i a l  c o n c e s s i o n  h o l d e r  w a s  c o m p o s e d 
ma in ly  o f  t he  same indus t r i a l  ac to r s  who had 
a  v i s i b i l i t y  o n  t h e i r  o w n  p e r f o r m a n c e  a t  t h e 
des ign  s t age.

The founding e lements for  a th i rd par t y l iab i l i t y 
m i t i g a t i o n  s t r u c t u r e  we r e  a g r e e d  a t  H e a d  o f 
Ter ms leve l .

(b)
Incept ion studies c lear ly indicated that revenue 
generat i on  was d i f f i cu l t  to  p red ic t ,  bu t  d id  no t 
c ons ide r  i t  as  a  show s topper  fo r  t he  de l i ve r y 
o f  t he  PPP scheme.

Avai lab i l i t y  payments by the publ ic  sec tor  were 
c o n s i d e r e d  a  s u i t a b l e  i n s t r u m e n t  t o  e n s u r e 
f i nanc ia l  v iab i l i t y.

T h e  H e a d s  o f  Te r m s  i n c l u d e d  a  p o s s i b l e 
ava i l a b i l i t y  p ay m e n t  s t r u c t u r e  u p o n  w h i c h  a 
h i g h  l eve l  a g r e e m e n t  wa s  a c h i eve d  w i t h  t h e 
p r i va te  sec to r.

(c)
The  f ac t  t ha t  t he  des ign  has  been  deve loped 
u n d e r  t h e  r e s p o ns i b i l i t y  o f  t h e  p u b l i c  s e c t o r 
t h r o u g h  t h e  d ev e l o p m e n t  p h a s e  w a s  k n o w n 
t o  t h e  p r i va te  s e c to r  an d  was  h i g h l i g h te d  as 
an  e lement  o f  c omp lex i t y  fo r  t he  re levant  r i sk 
a l l oc at i on  w i th in  t he  c onc ess ion  scheme.

N eve r t h e l e s s  r e p o r t s  by  ex p e r t s  i n  t h e  f i e l d 
neve r  ou t l i ned  t h i s  as  a  ma jo r  b l oc k ing  po in t 
fo r  t he  v iab i l i t y  o f  t he  c onc ess ion  scheme.

I t  i s  t o  b e  r e c a l l e d  t h a t  t h e  i n d u s t r y  h av i n g 
deve loped the  des ign  dur ing  the  deve lopment 
phase was largely represented in the candidates 
fo r  t he  c onc ess ion  c ont rac t .

Box 2 

M a r k e t  r i s k ,  d e s i g n  r i s k  a n d  t o  a  l e s s e r 
ex tent  t h i rd  par t y  l i ab i l i t y  r i sks  were  the  more 
c ontent i ous  a reas  dur ing  negot ia t i ons .
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4 9.
T h e  p r o c u r e m e n t  o f  t h e  IOV    p h a s e  w a s 
per formed by ESA fol lowing i ts own procurement 
sys tem.

ESA    c h o s e  i n  f a v o u r  o f  a n  i n d u s t r i a l 
o rgan iza t i on  l ed  by  a  s ing le  p r ime c ont rac to r, 
bu t  s t i l l  ensu r i n g ,  a t  l e as t  o n  t h e  pa r t  o f  t h e 
p rog ramme f unded  by  ESA M ember  S t a tes ,  a 
geograph ic a l  re tu r n  to  subc ont rac to r s .

Gal i leo was the f i rst  and only GNSS programme 
ac tua l l y  opened  fo r  Eu ropean  spac e  indus t r y 
par t ic ipat ion.  As a resu l t ,  the pr ime cont rac tor 
c h o s e n  w a s  l i k e l y  t o  e n j o y  a  d e f i n i t i v e 
c ompet i t i ve  advantage fo r  f u tu re  c ompet i t i ons 
(p r imar i l y  fo r  the dep loyment  phase).  Th is  had 
ma j o r  r ep e r c us s i o ns  f o r  t he  i n dus t r i a l  p o l i c y 
f u r the red  by  ESA .

A s  a  c o ns e qu e nc e  o f  t h i s  an d  o f  t h e  ac t i o ns 
of  severa l  interested member s tates,  the pr ime 
c o n t r a c t o r  e v e n t u a l l y  e l e c t e d  w a s  a  j o i n t 
venture of antagonist ic companies, which never 
managed to  wor k  e f f i c i en t l y  together.

Fac e d  w i t h  i nc rease d  c os t s  and  de lays ,  ESA 
f ina l l y  dec ided to  op t  in  Dec ember  20 07,  fo r  a 
di f ferent industr ia l  organizat ion and contractual 
f ramework ,  whereby i t  wou ld  t ake d i rec t  p r ime 
r e s p o n s i b i l i t i e s  a n d  c o n t r a c t  o u t  d i r e c t l y  t o 
subc ont rac to r s  t he  d i f fe rent  wor k  packages .

5 3 .
R e s e a r c h  a c t i v i t i e s  f u n d e d  b y  t h e  FP  6 
w e r e  f o c u s e d  o n  a l l  t h e  m a i n  u s e r  s e c t o r s , 
address ing research on app l icat ions and other 
a s p e c t s  (s t a n d a r d i s a t i o n ,  l e g a l  a n d  s e r v i c e 
p r ov i s i on  asp ec t s ,  ma r ke t…)  t ha t  w i l l  enab le 
the future use of  Gal i leo.  The research projects 
i n  t h e  v a r i o u s  u s e r  s e c t o r s  h a v e  g e n e r a l l y 
inc luded development ,  tests and demonst rat ion 
ac t i v i t i es .

43 .
T h e  G J U  w a s  i n s t r u c t e d  by  i t s  r e g u l a t i o n  t o 
"charge  to  [ESA]  t he  c ar r y ing - ou t  o f  ac t i v i t i es 
r e q u i r e d  d u r i n g  t h e  d eve l o p m e n t  p h as e  w i t h 
r e g a r d  t o  t h e  s p a c e  a n d  t h e  e a r t h  s e g m e n t 
assoc ia ted  w i th  t he  sys tem".

These ac t iv i t ies were car r ied out  by ESA in the 
f ramework of  the Gal i leoSat programme, jo int ly 
f unded by  ESA member  s t a tes  on  a  vo lunta r y 
bas is  and  the  European C ommuni t i es .

4 5 .
ESA    w a s  r e s p o n s i b l e  f o r  c a r r y i n g  o u t  t h e 
G a l i l e o S a t  p r o g r a m m e  a n d  r e p o r t e d  t o  G J U 
on i ts ac t ions.  GJU super v is ion as stated in Ar t 
2  paragraph 4,  was l im i ted  to  ensur ing  that  a l l 
phases of  the programme doveta i led cor rec t ly, 
and was not conceived as a replacement of ESA 
techn ic a l  exper t i se.

47.
T h e  G a l i l e o  B u d g e t  f o r  d e v e l o p m e n t  a n d 
va l i da t i o n  was  e s t a b l i sh e d  b as e d  o n  s t u d i e s 
c o m m i s s i o n e d  b y  t h e  C o m m i s s i o n  a n d 
w a s  a c c e p t e d  b y  ESA    i n  t h e  G a l i l e o S a t 
dec la ra t i on .

The Gal i leoSat  dec larat ion fo resaw a s tandard 
ESA 20% f lex ib i l i t y  on i ts  cont r ibut ion,  c reat ing 
a de facto 10% cont ingency on the total  budget , 
which proved insuf f ic ient due to the programme 
c omp lex i t y.

4 8 .
L a t e  s t a r t  o f  t h e  G a l i l e o S a t  p r o g r a m m e 
b y  ESA    M e m b e r  S t a t e s  r e s u l t e d  i n  u p s t a r t 
de lays  and inc reased c os ts ,  wh ich  were  never 
rec overed.
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A  n u m b e r  o f  FP 6  p r o j e c t s  h ave  ex p e r i e n c e d 
de lays,  but  a  pro jec t  by pro jec t  analys is  po ints 
t o  v a r i o u s  c a u s e s  n o t  n e c e s s a r i l y  l i n ke d  t o 
t he  t rans fe r.

5 6 .
T h e  a c t i v i t i e s  f u n d e d  w i t h  FP  6  i n c l u d e  t h e 
deve l o p m ent  o f  new ap p l i c a t i o ns ,  eva lua t i o n 
o f  r e l a t e d  m a r k e t  p o t e n t i a l ,  i n v e s t i g a t i o n 
o f  p o s s i b l e  b u s i n e s s  m o d e l s ,  a n d  r e s e a r c h 
o n  b u s i n e s s  p l a n s  s u i t a b l e  f o r  t h e i r 
c o m m e r c i a l i z a t i o n .  E x p e r i e n c e  o f  m a r k e t 
d e v e l o p m e n t  a n d  t e c h n o l o g i c a l  i n n o v a t i o n 
s h o w s  t h a t  m o s t  o f  m a r k e t  i n n o v a t i o n s  a r e 
c reated  by  the  mar ket ,  and  no t  by  a  top  down 
approach.  This is  espec ia l ly  t rue in non mature 
m a r k e t s  s u c h  a s  t h i s  o n e ,  w h e r e  t h e  G J U /
GSA    w o u l d  h ave  h a d  d i f f i c u l t i e s  i n  d ev i s i n g 
c omprehens ive  deve lopment  s t ra teg ies .

57.
The de lays  on  the  Ga l i l eo /EGNOS  programme 
m ay  ex p l a i n  p a r t  o f  t h e  d e l ay s  i n  s o m e  FP  6 
p ro jec t s .

6 0.
EGNOS      h a s  s u f f e r e d  f r o m  d e l a y s  t h a t  a r e 
m a i n l y  d u e  t o  t e c h n o l o g i c a l  i s s u e s  n o t  i n 
t h e  c o n t r o l  o f  t h e  C o m m i s s i o n ,  w h i c h  i m p l y 
deve lopment  de lays .

(a)
T h e  c o n c l u s i o n  o f  t h e  EGNOS      a g r e e m e n t 
p r o v e d  t o  b e  v e r y  d i f f i c u l t  d u e  t o  i n t r i n s i c 
d i f f i cu l t i es  p roper  to  t he  re la t i onsh ip  bet ween 
the di f ferent par t ies involved in EGNOS. Final ly 
the agreement was f inal ized by the end of  2008 
and  s i gned  on  31  M arc h  20 0 9.  M oreove r,  t he 
ESA's  p rogramme fo r  EGNOS (ARTES9)  under 
wh ich  EGNOS is  cur rent l y  operated,  i s  end ing 
on 31 March 2009 t ime when the system should 
be  c omp l iant  w i th  t he  techn ic a l  spec i f i c a t i ons 
n e e d e d  f o r  i t s  ex p l o i t a t i o n  by  a n  e c o n o m i c 
opera to r.

E x p l o i t a t i o n  o f  s u c h  w o r k  i s  t o  b e  i n c l u d e d 
in  t he  f o r t hc oming  " GNSS  A pp l i c a t i on  Ac t i on 
P lan".

The def in i t i on  o f  t he  se r v i c es ,  wh ich  were  the 
bas is  fo r  t he  sys tem spec i f i c a t i ons ,  had  been 
per fo r med ear l i e r,  w i t h  FP5 f unds .

5 4 .
The a im of  the FP is  to  fos ter  the deve lopment 
of  techno log ies and ser v ices,  a l though leav ing 
the  mar ket  ac to r s  f reedom to  choose in  wh ich 
d o m a in  suc h  d eve l o p m e nt s  sha l l  t ake  p l ac e . 
T h i s  a p p r o ac h  h a s  d e m o n s t r a t e d  i t s  va l i d i t y 
i n  t he  sense  t ha t  seve ra l  c ompan ies ,  no t ab ly 
SMEs, have acquired knowledge and exper ience 
wh ic h  has  pos i t i oned  t hem as  l eade r s  on  t he 
mar ke t ,  suc h  as  I f en  and  S ep ten t r i o  f o r  dua l 
G a l i l e o / GPS    r e c e p t o r s ,  P o l e s t a r  f o r  i n d o o r 
pos i t i on ing  so lu t i ons  and  Te lesys  fo r  l oc at i on 
based se r v i c es .

A s  i n  a ny  r e s e a r c h  a c t i v i t y,  t h e  o u t c o m e  o f 
p r o j e c t s  i s  n o t  g u a r a n t e e d ,  a n d  d e p e n d s  o n 
s ev e r a l  f a c t o r s  w h i c h  a r e  b ey o n d  t h e  r e m i t 
o f  t h e  C o m m i s s i o n .  T h e  u s e  o f  t h e  r e s u l t s 
o n  t h e  c o m m e r c i a l  m a r k e t  h a s  t o  r e m a i n  a 
dec i s i on  to  be  t aken  by  t he  p ro jec t  c onso r t i a 
t hemse lves .

55 .
T h e  f o l l o w  u p  o f  t h e  p r o j e c t s  b y  GSA    w a s 
ensured most ly  by personnel  hav ing prev ious ly 
wo r ke d  f o r  G J U  o n  t h e s e  p r o j e c t s .  T h e  GSA   
f o s te re d  t he  d i s s em ina t i o n  o f  p r o j ec t  r e su l t s 
by  s e t t i n g  u p  a n  i n t e r n e t  b a s e d  d a t a b a s e  o f 
p r o j e c t  r e s u l t s ,  o r g a n i z i n g  t w o  s u c c e s s f u l 
"Growing Gal i leo"  events  tak ing s tock of  these 
resu l t s ,  and  pub l i sh ing  a  c ompend ium o f  such 
resu l t s .
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In  t h i s  respec t  i t  i s  to  be  under l i ned  tha t  f rom 
a  t e c h n i c a l  s t a n d p o i n t  EGNOS     OS   a n d  S o L 
a r e  n o t  d i f f e r e n t  i n  t e r m s  o f  ac c e s s i b i l i t y  by 
u s e r s .  T h ey  o n l y  d i f f e r  f r o m  a  c e r t i f i c a t i o n 
s t andpo in t .

These assumpt ions  jus t i f i ed  t he  GJU at t i t ude 
no t  to  inves t  i n  mar ket  deve lopment  ac t i v i t i es 
fo r  EGNOS .

62 .
T h e  EGNOS     p r o g r a m m e  w a s  r u n  a s  a n  ESA  
p r o g r a m m e (AR T ES 9)  p r i n c i p a l l y  f un d e d  by 
ESA m emb er  s t a tes  and  EOIG  .  Fund ing  f r om 
the  EU was l im i ted.

D e l a y s  a n d  c o s t  o v e r r u n s  h a v e  b e e n 
exper ienc ed in  t he  f ramewor k  o f  t he  AR TES 9 
p rogramme fo r  va r i ous  techn ic a l  reasons .

6 3 .
(a)
I n dep en den t l y  f r o m t h e  c o nc e s s i o n  p r o c e s s , 
EGNOS faced a ser ies of  techno logica l  issues, 
un d e r  t h e  c o n t r o l  o f  n e i t h e r  t h e  C o m m is s i o n 
no r  GJU,  wh ich  a lso  resu l ted  in  p rogrammat i c 
de lays .

(b)
I t  i s  ver y  d i f f i cu l t  to  appo int  an operator  fo r  an 
i n f r as t r uc t u r e  w h i c h  i s  n o t  c o mp l e te d  f r o m a 
tec hn i c a l  s t andpo in t .  M oreove r  i t  wou ld  have 
been imposs ib le  fo r  the Commiss ion to  ent rust 
an operator  wi thout  hav ing r ights on the assets 
to  be  opera ted.

T h e  a p p o i n t m e n t  o f  a n  EGNOS      e c o n o m i c 
o p e r a to r  i s  n ow  un d e r  f i n a l i z a t i o n  un d e r  t h e 
respons ib i l i t y  o f  t he  European Commiss ion .

The need to  c onc lude  a  f ramewor k  agreement 
h a d  a  l i m i t e d  i m p a c t  o n  t h e  c o n c e s s i o n 
negot ia t i ons .

(b)
I n  M a r c h  2 0 0 9  t he  sys tem w i l l  e f f ec t i ve l y  b e 
c e r t i f i a b l e ,  a n d  i t  i s  p l a n n e d  t o  c e r t i f y  t h e 
o p e r a t o r  by  2 010  i n  a c c o r d a n c e  w i t h  S i n g l e 
European Sk y  regu la t i on . 

61.
(b)
The in tegra t i on  o f  EGNOS  in to  Ga l i l eo  though 
a f f i r med as  an  ob jec t i ve  a t  po l i t i c a l  l eve l  has 
a l w ay s  b e e n  t h e  s o u r c e  o f  p r o b l e m s  f r o m  a 
c ont rac tua l  s t andpo in t .

F o r  t h i s  r e a s o n  t h e  c a n d i d a t e s  f o r  t h e 
c onc ess ion  c ont rac t  were  requ i red  to  address 
t h e  EGNOS      i n t e g r a t i o n  i n t o  G a l i l e o  a s  a n 
opt i ona l  sc enar io .

T h e  b i d s  r e c e i ve d  we r e  c l e a r l y  s h o w i n g  t h e 
b e n e f i t s  o f  i n t e g r a t i n g  t h e  t wo  sys te m s ,  an d 
t h e  n e g o t i a t i o n s  o f  t h e  c o n c e s s i o n  c o n t r a c t 
a f t e r  t h e  m e r g e r  o f  t h e  t wo  c an d i d a te s  we r e 
c ar r i ed  ou t  on  an  in tegra ted  sc enar io .

(c)
The EGNOS inst i tu t ional  f ramework is  complex 
due to histor ical reasons on how the programme 
was set  up. 

(d )
T h e  G J U  h a s  c o m m i s s i o n e d  t h e  p r e p a r a t i o n 
o f  s e v e r a l  b u s i n e s s  p l a n s  f o r  EGNOS      a n d 
s t u d i e s  o n  t h e  p o s s i b l e  c o m m e r c i a l i z a t i o n 
o f  i t s  se r v i c es  wh i c h  ou t l i ned  a  f a i r l y  l im i ted 
potent ial in terms of EGNOS revenue generat ion 
c apab i l i t i es .

D iscuss ions he ld  w i th  the av iat ion sec tor  have 
shown the  d i f f i cu l t y  o f  es tab l i sh ing  a  revenue 
gene ra t i on  mec han ism fo r  t he  EGNOS   s igna l 
i t se l f  which is  open and access ib le to  any user 
fo r  f ree.
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(b)
The w ind ing  up  o f  t he  GJU does  no t  have  any 
The w ind ing  up  o f  t he  GJU does  no t  have  any 
impac t  on  the  ro le  o f  GJU in  t ha t  phase o f  t he 
p rogramme.

On the  o the r  hand c los ing  down the  GJU was 
necessary to avoid dupl icat ion of ro les between 
GJU and GSA .

6 9.
The ESA /GJU agreement  was  in tended to  se t 
f o r t h  a  p a r t n e r s h i p  b e t w e e n  t h e  p a r t i e s  c o -
f inanc ing the pro jec t  whereby ESA would  have 
app l i ed  i t s  own r u les  fo r  p lac ing  c ont rac t s .

I m p l e m e n t a t i o n  a n d  r e p o r t i n g  a r r a n g e m e n t s 
we r e  n o t  de t a i l e d  as  i n  s t an da r d  c o n t r ac t ua l 
r e l a t i o n s h i p s  d u e  t o  t h e  c o o p e r a t i ve  n a t u r e 
o f  t h e  a g r e e m e n t .  T h e  s p e c i f i c  r e p o r t i n g 
m o d a l i t i e s  w e r e  e s t a b l i s h e d  b y  t h e  G J U 
execut ive commit tee when payment ob l igat ions 
to  ESA s ta r ted  to  fa l l  due.

T h e  d e l e g a t i o n  a g r e e m e n t  b e t w e e n  t h e 
Commission and ESA signed on December 2008 
f o r  t he  dep loyment  phase,  p rov i des  f o r  s t r i c t 
mon i to r ing  and  repor t ing  ob l i ga t i ons

70.
ESA was  respons ib l e  f o r  bo th  t he  IOV  Phase 
a n d  EGNOS      t h r o u g h  t w o  ESA    p r o g r a m m e s 
Ga l i l eoSat  and  AR TES 9.

71.
T h e  C o m m i s s i o n  i s  o f  t h e  o p i n i o n  t h a t  ESA  
i s  c l e a r l y  a c c o u n t a b l e  f o r  t h e  r e s u l t s  o f  t h e 
t e c h n o l o g i c a l  d e v e l o p m e n t  a c t i v i t i e s  i t  i s 
conduc t ing.  The Commiss ion has c lear ly  taken 
i t s  po l i t i c a l  respons ib i l i t i es  in  the  p rogramme. 
Ever y  dec is ion can be t raced back to  the body 
ent r us ted  to  t ake  i t .

6 4 .
The GJU rece ived a c lear  mandate to integrate 
EGNOS  in to  Ga l i l eo  wh ich  made i t  nec essar y 
to  negot ia te  a  Framewor k  Agreement  w i t h  t he 
v a r i o u s  EGNOS      s t a k e h o l d e r s ,  t o  c l e a r  t h e 
pa th  fo r  t he  u l t imate  t rans fe r  o f  owner sh ip  o f 
EGNOS .

The Framework  agreement  negot ia t ions led by 
GJU were  u l t imate ly  not  success fu l  due to  the 
complex ins t i tu t iona l  f ramework recognized by 
t h e  C o u r t  i t s e l f ,  bu t  have  s e r ve d  as  a  s o un d 
bas is  fo r  t he  cur rent  f i na l i zed  agreement  w i t h 
t he  Commiss ion .

65 .
D u e  t o  t h e  d e l a y s  e x p e r i e n c e d  b y  t h e 
p r o g r a m m e,  t h e  G J U  d i d  n o t  i m p l e m e n t  t h e 
EGNOS  mar ket  penet ra t i on  p lan .

67.
T h e  a l l o c a t i o n  o f  t a s k s  b e t w e e n  t h e  p a r t i e s 
d u r i n g  t h e  d eve l o p m e n t  p h a s e  w a s  i n s p i r e d 
by  t h e  p r i n c i p l e  o f  c o o p e r a t i o n  b e t we e n  t h e 
pa r t i es  i n  o rde r  to  c rea te  a  j o in t  p l a t f o r m fo r 
t he  deve lopment  o f  t he  p rogramme.

T h i s  app r oac h  has  b e en  readd re s s e d  f o r  t he 
purposes of the deployment phase by the GNSS 
Regu la t i on  wh ich  c lea r l y  p rov ides  fo r  a  s t r i c t 
d i v i s i on  o f  ro les  and  respons ib i l i t i es  bet ween 
the  invo lved  par t i es .

6 8 .
(a)
Regard ing  GJU ma in  t asks  see  Commiss ion 's 
pos i t i on  under  po in t  17.

T h e  C o m m i s s i o n  n o t e s  t h a t  t h i s  g ove r n a n c e 
structure, and notably the dual ro le of ESA were 
c lear ly  i dent i f i ed  in  the  found ing  regu la t i on  o f 
t he  GJU.
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A programme of th is magni tude is l ike ly to raise 
a  d i ve r se  r ange  o f  s t akeho lde r  expec t a t i ons , 
and notab ly  Member States may have he ld and 
p romoted  d i f fe rent  ob jec t i ves  bu t  t h i s  has  no t 
changed the ob jec t ives set  at  the outset  o f  the 
p rogramme.

(b)
T h e  c h o i c e  o f  a  PPP    c o n c e s s i o n  m o d e l 
c a p a b l e  t o  c a p t u r e  d i f f e r e n t  p h a s e s  o f  t h e 
p r o j e c t  (d e p l oy m e n t ,  o p e r a t i o n ,  c o m m e r c i a l 
explo i tat ion) cor responds indeed to a long term 
s t ra teg ic  v i s i on  and p lann ing.

The  lack  o f  suc c ess  o f  t h i s  p roc ess  does  no t 
a f fec t  t he  l ong  te r m approach  adopted  by  the 
Counc i l .

( i )
U n d e r  a  PPP    C o n c e s s i o n  s c h e m e  t h e 
ex p lo i t a t i on  mo de l  and  roadmap i s  supp osed 
to  be  de l i ve red  by  the  p r i va te  sec to r.

One of the reasons for choosing this model lays 
exac t l y  in  t he  fac t  t ha t  t he  p r i va te  sec to r  has 
been judged to  be  in  t he  pos i t i on  to  do  so.

Fol lowing the GNSS Regulat ion the Commission 
w i l l  b e  i n  c ha r g e  t o  de f i ne  suc h  r oadmap  f o r 
Ga l i l eo  in  para l l e l  w i t h  t he  dep loyment  o f  t he 
in f ras t r uc tu re.

As far as EGNOS is concerned the establishment 
of  the roadmap wi l l  be a mat ter for negot iat ions 
i n  t h e  c o n t ex t  o f  t h e  s e l e c t i o n  o f  t h e  f u t u r e 
EGNOS  opera to r.

73 .
The Commiss ion exerc ised a key promoter  ro le 
fo r  t he  GNSS  p rogrammes.

In 2005 -2007 the concession negot iat ions were 
in process and del ivered in December 2006 the 
expec ted  Heads  o f  Ter ms.

C o r r e c t i v e  a c t i o n s  w e r e  t a k e n  a t  t h e  t i m e 
when ev idence of  the fa i lure of  the concess ion 
negot ia t i on  bec ame c lear.

D i f f i c u l t i e s  ex p e r i e n c e d  i n  t h e  n e g o t i a t i o n s 
u p  t o  t h e  e n d  o f  2 0 0 6  we r e  n o t  s u f f i c i e n t  t o 
conc lude on the imposs ib i l i t y  o f  de l i ver ing the 
Gal i leo in f rast ruc ture under  a  PPP concess ion 
scheme.

Only  by the beg inn ing of  20 07 the Commiss ion 
had the e lements to assess that the concession 
process pro longat ion would not  have de l ivered 
good va lue  fo r  t he  pub l i c  sec to r  and there fo re 
to  te r m inate  t he  negot ia t i ons .

The Commission also refers to i ts rep ly to point 
23 .

74 .
The di f f icul t ies exper ienced in the development 
phase were due to  reasons wh ich were la rge ly 
ou t s i de  t he  C ommiss i on ’s  c on t ro l  and  mos t l y 
no t  i n f l uenc ed  by  t he  management  p r inc ip les 
gu id ing  i t s  ac t i ons .

(a)
T h e  C o m m i s s i o n  m a n a g e d  t o  g e t  c l e a r 
object ives for the European GNSS Programmes, 
endorsed  by  C ounc i l  and  Par l i ament .
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(e)
T h e  r i s k  m a t r i x  f o r  t h e  c o nc e s s i o n  has  b e e n 
d e v e l o p e d  i n  a  c o m p r e h e n s i v e  f o r m  d u r i n g 
the  d ia logue phase and w i th  the  ass is t anc e o f 
exper ienc ed adv iso r s  by  t he  GJU.

A n  e x t e n s i v e  s e t  o f  d o c u m e n t s  o n  t h e 
i dent i f i c a t i on  and  poss ib le  a l l oc a t i on  o f  such 
r i s ks  h ave  b e e n  p r o du c e d  du r i n g  t h e  c o u r s e 
o f  t h e  n e g o t i a t i o n s  w i t h  t h e  c o n c e s s i o n 
c and idates .

The nature o f  the pro jec t ,  as  desc r ibed above, 
d i d  n o t  a l l o w  a  t h o r o u g h  i d e n t i f i c a t i o n  a n d 
ap p r e c i a t i o n  o f  t h e  m agn i t u de  o f  t he s e  r i s ks 
up  f ront .

( f )
T h e  C o m m m i s s i o n  exe r c i s e d  a  key  p r o m o te r 
r o l e  f o r  t h e  GNSS     p r o g r a m m e s .  C o r r e c t i v e 
ac t i ons  were  t aken a t  t he  t ime when ev idenc e 
o f  t h e  f a i l u r e  o f  t h e  c o n c e s s i o n  n e g o t i a t i o n 
bec ame c lear.

D i f f i c u l t i e s  ex p e r i e n c e d  i n  t h e  n e g o t i a t i o n s 
u p  t o  t h e  e n d  o f  2 0 0 6  we r e  n o t  s u f f i c i e n t  t o 
conc lude on the imposs ib i l i t y  o f  de l i ver ing the 
Gal i leo in f rast ruc ture under  a  PPP concess ion 
scheme.

Only  by the beg inn ing of  20 07 the Commiss ion 
had the e lements to assess that the concession 
process pro longat ion would not  have de l ivered 
good va lue  fo r  t he  pub l i c  sec to r  and there fo re 
to  te r m inate  t he  negot ia t i ons .

( i i )
T h e  p r o b l e m s  e n c o u n t e r e d  i n  n e g o t i a t i n g  a 
f r a m e w o r k  a g r e e m e n t  f o r  EGNOS     d e p e n d e d 
la rge ly  on  t he  dynamic s  be t ween the  EGNOS  
s takeho lders .

T h e  n e g o t i a t i o n  o f  t h e  a g r e e m e n t  h a s  b e e n 
t aken  ove r  by  t he  GSA and  c onc luded  by  t he 
C ommis s i on  w i t hou t  any  d i sc on t i nu i t y  o r  gap 
o f  negot ia t ing  power.

T h e  EC  –  EOIG    a g r e e m e n t  w a s  f i n a l i z e d  by 
D e c e m b e r  2 0 0 8  a n d  s i g n e d  o n  3 1  M a r c h 
20 0 9.

( i i i )
Tak ing  in to  ac c ount  t he  po l i t i c a l  and  s t ra teg ic 
natu re  o f  t he  p rogramme the  Commiss ion  has 
t aken  c a re  to  r e gu la r l y  i n f o r m and  c hec k  t he 
c onsensus  a t  Counc i l  meet ings . 

(c)
D u e  t o  t h e  p r o v i s i o n s  o f  t h e  Tr e a t y ,  t h e 
Commiss ion had to c reate two legal  st ruc tures: 
t h e  G J U  ( u n d e r  A r t i c l e  171 )  t o  s e r v e  a s 
a  c o o p e r a t i o n  v e h i c l e  w i t h  ESA    o n  t h e 
D eve l o p m e n t  a n d  v a l i d a t i o n  p h a s e ,  a n d  t h e 
GSA (under Ar t ic le 308) to p i lot  the Deployment 
a n d  O p e r a t i o n s  p h a s e .  To  p ave  t h e  w ay  f o r 
t hese  t wo  s t r uc tu res ,  suppo r t  ac t i v i t i es  we re 
pe r fo r med under  fou r  d i f f e rent  c ont rac t s ,  bu t 
t h e s e  d i d  n o t  i n v o l v e  t h e  c r e a t i o n  o f  l e g a l 
s t r uc tu res .

(d )
S e e  t h e  C o m m i s s i o n  c o m m e n t s  u n d e r  p o i n t 
41  c) .
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The real ignment of  the programme proposed by 
t he  Commiss ion  in  20 0 8 c lea r l y  ass igned t he 
ro le of  programme manager to the Commission, 
t o  a d d r e s s  t h e  i s s u e  t o  w h i c h  t h e  C o u r t  h as 
g iven  p rominenc e.

76 .
T h e  PPP    w a s  p r e p a r e d  w i t h  t h e  l e v e l  o f 
i n f o r m a t i o n  av a i l a b l e  a t  t h e  t i m e ,  b a s e d  o n 
p repa ra to r y  wo r k  hav ing  rec our se  to  s t a te  o f 
t he  a r t  ex te r na l  adv ic e.

T h e  PPP   s  c o n c e p t i o n  wa s  b a s e d  o n  s t u d i e s 
a n d  r e p o r t s  e l a b o r a t e d  i n  t h e  c o u r s e  o f  t h e 
Ga l i leo  def in i t i on  phase,  wh ich  had shown the 
v iab i l i t y  o f  de l i ve r ing  the  Ga l i l eo  dep loyment , 
operat ion and commerc ia l  exp lo i tat ion under  a 
PPP s t r uc tu re  enta i l i ng  p r i va te  f inanc ing.  The 
c ho i c e  o f  t he  PPP has  been  enc ou r age d  and 
f inal ly endorsed by the Counci l.  The preparat ion 
o f  t h e  PPP    w a s  c o n s t r a i n e d  b y  t h e  l i m i t e d 
t ime ava i lab le .  The  spec i f i c  cha l l enges  o f  t he 
G a l i l eo  PPP,  l i nked  p r inc ipa l l y  w i t h  tec hn i c a l 
a n d  m a r k e t  s p e c i f i c i t i e s  e x p l a i n  i n  a  l a r g e 
pa r t  t he  i nab i l i t y  t o  c onc lude  t he  c onc es s ion 
p roc ess .

77.
ESA enc ounte red  techn ic a l  and  p rogrammat i c 
d i f f i cu l t i es ,  wh ich  exp la in  t he  de lays  and c os t 
over r uns . 

78 .
RTD act iv i t ies have been instrumental in helping 
def ine  the  Ga l i l eo  m iss ion  and per fo r manc es , 
focus on a l l  t he main user  sec to rs ,  address ing 
research on appl icat ions and other aspects that 
w i l l  enab le  t he  f u tu re  use  o f  Ga l i l eo.

CONCLUSIONS AND 
RECOMMENDATIONS

75 .
Given the  innovat i ve  natu re  and  the  techn ic a l 
soph i s t i c a t i on  o f  t he  p ro jec t  t he  C ommis s i on 
c o n s i d e r s  t h e  C o u r t ' s  e v a l u a t i o n  o f  t h e 
management of  the development and val idat ion 
phase over l y  negat i ve.

(a)
T h e  G J U  w a s  n o t  c o n c e i v e d  a s  a  s t r o n g 
o p e r a t i o na l  p r o g r am m e m anag e r.  Re gu la t i o n 
8 7 6 / 2 0 0 2  c l e a r l y  s t a t e s  t h a t :  " F o r  t h e 
im p l em ent a t i o n  o f  t h e  deve l o p m ent  p has e  o f 
t h e  G a l i l e o  p r o g r a m m e,  a  J o i n t  U n d e r t a k i n g 
w i th in  the mean ing o f  A r t i c le  171 of  the Treat y 
i s  h e r e by  s e t  u p  f o r  a  p e r i o d  o f  f o u r  y e a r s . 
T he  a im  o f  t he  J o in t  U n de r t ak i ng  sha l l  b e  t o 
ensure  the  un i t y  o f  t he  admin is t ra t i on  and  the 
f inanc ial  cont ro l  of  the projec t  for the research, 
deve lopment  and  demons t ra t i on  phase  o f  t he 
G a l i l e o  p r o g r amm e,  and  to  t h i s  end  m o b i l i s e 
the funds ass igned to  that  p rogramme."  I t  a lso 
requi res f rom the GJU to  "  charge to  [ESA]  the 
c a r r y i ng - ou t  o f  t he  ac t i v i t i e s  requ i red  du r i ng 
the development phase with regard to the space 
s e g m e n t  a n d  t h e  e a r t h  s e g m e n t  a s s o c i a t e d 
w i th  t he  sys tem,"  e f fec t i ve ly  rec ogn is ing  ESA 
responsib i l i t y  for car r y ing out the technological 
deve lopment  ac t i v i t i es .

(b)
T h e  C o m m i s s i o n ,  w i t h i n  t h e  l i m i t s  o f  i t s 
r e s p o n s i b i l i t y ,  c o n s t a n t l y  s u p e r v i s e d  a n d 
g u i d e d  t h e  p r o g r a m m e .  T h e  C o m m i s s i o n 
s t e p p e d  i n  w h e n e v e r  w a s  n e e d e d  t o  a v e r t 
b lockages,  p rov ide add i t i ona l  f unds and adapt 
t he  s t r uc tu res  o f  t he  p rogramme.
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Recommendat ion 1
T h e  C o m m i s s i o n  h a s  a l r e a d y  m a d e  v e r y 
c o n c r e t e  s t e p s  t o  a d a p t  i t s  r e s o u r c e s  a n d 
i t s  l e g a l  a n d  f i n a n c i a l  i n s t r u m e n t s  t o  a c t  a s 
a  p r o g r a m m e m a n a g e r.  I n  o r d e r  t o  f a c i l i t a t e 
t h i s  p roc ess  a  Ga l i l eo  In te r ins t i t u t i ona l  Pane l 
(GIP )  has  been set  up.

(a)
T he  C o mmis s i o n  has  sec u re d  t he  t r ans fe r  o f 
3 0  ex p e r i e n c e d  s t a f f  f r o m  GSA    (s o m e  w i t h 
exper ience dat ing back to GJU) and completed 
i n t e r n a l  r e c r u i t m e n t s  t o  s e t  u p  a  d e d i c a t e d 
Ga l i l eo  team.

(b)
Regulat ion 683/2008 is c lar i f y ing the respect ive 
r o l e s  a n d  r e s p o n s i b i l i t i e s  o f  ESA    a n d  t h e 
Commiss ion.  In  app l i cat ion o f  th is  Regu lat ion, 
the Commission has entered into the delegat ion 
ag reement s  w i t h  ESA fo r  t he  pe r f o r manc e  o f 
FOC procurement ac t iv i t ies and EGNOS fur ther 
deve lopment  ac t i v i t i es .

(c)
Regulat ion 683/2008 prov ided the Commiss ion 
wi th a dedicated Gal i leo budget l ine to fund the 
in f rast ruc ture.  The Commiss ion is  us ing pub l ic 
p rocurement  to  purchase the  in f ras t r uc tu re.

As  regards  t he  opera t i ons  and  rep len ishment 
c o s t s ,  t h e  C o m m is s i o n  i s  p r e pa r i n g  t h e  n ex t 
f inanc ia l  f ramework to ensure adequate budget 
c o v e r a g e .  I t  w i l l  a l s o  r e v i e w  t h e  f i n a n c i a l 
ins t r uments  made ava i lab le  under  i t s  f inanc ia l 
regu la t i on  to  make sure  they  a re  adequate  fo r 
t he  f und ing  o f  t he  p rogramme.

(d )
T h e  g o v e r n a n c e  f r a m e w o r k  c r e a t e d  b y 
Re gu la t i o n  6 8 3 / 2 0 0 8 ,  c l ea r l y  a l l o c a te s  r o l e s 
and  respons ib i l i t i es .

Those act iv i t ies have raised s igni f icant interest 
in  the users '  communi t ies  and have deve loped 
t e c h n o l o g i e s  a n d  k n o w l e d g e  t h a t  w i l l  b e 
exp lo i ted  in  a  la te r  c ommerc ia l i za t i on  phase. 

79.
T h e  i n t e g r a t i o n  o f  EGNOS     i n t o  G a l i l e o  h a s 
been essent ia l  to  ensure  the  c ont inu i t y  o f  t he 
EGNOS     p r o g r a m m e,  a n d  s e c u r e  t h e  n e e d e d 
f inanc ing .
I n  sp i t e  o f  t he  tec hno lo g i c a l  d i f f i c u l t i e s ,  and 
t hanks  to  t he  c la r i f i c a t i on  o f  t he  i ns t i t u t i ona l 
f ramework  a t  the  in i t i a t i ve  o f  the  Commiss ion, 
EGNOS      w i l l  b e  t h e  f i r s t  E u r o p e a n  GNSS    
p rogramme in  opera t i on .

80.
The Commiss ion had to exerc ise i ts  promoter 's 
ro le over the durat ion of  the programme, tak ing 
into account al l  stakeholders, especial ly ESA as 
par tner  in  th is  jo int  in i t ia t i ve.  The Commiss ion 
ac t i ve ly  managed the  s i tua t i on ,  and  regu la r l y 
t o o k  t h e  i n i t i a t i ve  t o  u n b l o c k  a n d  f o s t e r  t h e 
p rogramme.

81.
T h e  C o m m i s s i o n  h a s  o v e r h a u l e d  t h e 
m a n a g e m e n t  o f  t h e  p r o g r a m m e ,  t a k i n g  o n 
board  many  rec ommendat ions  o f  t he  Cour t  o f 
Aud i to r s .

82 .
T h e  C o m m i s s i o n  d e c i d e d  t o  p r o p o s e  t o  t ake 
ove r  t h e  p r o g r a m m e  m a n a g e m e n t  o f  G a l i l e o 
a t  a  dec is i ve  t ime fo r  t he  p rogramme.  Counc i l 
and EP endorsed th is  proposal  by adopt ing the 
regu la t i on  6 83 /20 0 8 .  I t  i s  par t  o f  t he  remi t  o f 
C ommiss ion  to  p ropose  t he  mos t  app rop r ia te 
so lu t i on  over  t he  l ong  te r m.
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Recommendat ion 3
I n  o rder  to  be  ready  in  t ime fo r  t he  end  o f  t he 
Deployment phase, the Commission has star ted 
the work  fo r  the preparat ion of  the operat iona l 
phase.  I t  w i l l  t ake in to  account  the exper ience 
ava i lab le .

85 .
T h e  C o m m i s s i o n  w i l l  a n a l y s e  t h e  o p t i o ns  as 
r e q u i r e d  b y  t h e  R e g u l a t i o n  6 8 3 / 2 0 0 8  a n d 
p resent  i t s  c onc lus ion  in  2010.

Recommendat ion 4
(a+b)
I n  t h e  f r a m ewo r k  o f  t h e  C o m m un i c a t i o n ,  t h e 
C o m m i s s i o n  i s  c o m p i l i n g  u s e r  r e q u i r e m e n t s 
and mapp ing out  the  enab l ing  ac t ions  that  a re 
needed to  fos te r  t he  use o f  GNSS  techno logy. 
Th is  w i l l  enab le the Commiss ion to propose an 
appropr ia te  regu la to r y  f ramewor k .

(c)
The Commission has taken steps to ensure that 
an  opera t i ona l  EGNOS  meets  t he  needs  o f  i t s 
users ,  par t i cu la r l y  in  t he  av ia t i on  sec to r,  and 
fo r  t ha t  pur pose  has  se lec ted  an  exper ienc ed 
opera to r  w i t h  s t rong  av ia t i on  background.

86 .
T h e  C o m m i s s i o n  h a s  s e t  u p  a n d  m ay  s e t  u p 
o t h e r  j o i n t  u n d e r t a k i n g s .  E a c h  o f  t h o s e  a r e 
t ho rough ly  p lanned and assessed aga ins t  t he 
c r i t e r i a  r e l eva n t  f o r  t h e i r  ac t i v i t y,  o n  a  c as e 
by  c ase  bas is .

Recommendat ion 5
The Commiss ion carefu l ly  examines,  on a case 
by  c as e  bas i s ,  t h e  r a t i o na l e  an d  t h e  o p t im a l 
gover nanc e o f  any  new jo in t  under t ak ing .

83 .
Re g u l a t i o n  6 8 3 / 2 0 0 8  h a s  c l e a r l y  t a s ke d  t h e 
C o m m i s s i o n  t o  e x e r c i s e  l e a d e r s h i p  a n d  t o 
p ropose  to  C ounc i l  and  Par l i ament  sc enar i os 
fo r  G a l i l eo  beyond  t he  Dep loyment  Phase.  I n 
a d d i t i o n  a  G a l i l e o  I n t e r i n s t i t u t i o n a l  p a n e l  i s 
se t  up.

Recommendat ion 2
R e g u l a t i o n  6 8 3 / 2 0 0 8  h a s  r e i t e r a t e d  t h e 
p r o g r a m m e ' s  p o l i t i c a l  o b j e c t i v e s  t h a t  h a v e 
r e m a i n e d  c o n s t a n t  o v e r  t h e  p a s t  y e a r s .  I t 
has  a lso  p rov ided  the  p rogramme w i th  a  so l i d 
r o a dm a p  f o r  t h e  d e p l oy m e n t  p h as e ,  a n d  h as 
requested the Commiss ion to  come up in  2010 
w i th  a  Communic at ion  on the  f u tu re  o f  Ga l i l eo 
beyond the  Dep loyment  phase.

(a)
The C ommiss ion 's  C ommun ic a t i on  w i l l  c ove r, 
i n t e r  a l i a ,  t h e  s t r a t e g i c  a n d  o p e r a t i o n a l 
o b j e c t i v e s  o f  G a l i l e o .  I t  w i l l  a d d r e s s  t h e 
q u e s t i o n  o f  t h e  m o d e l  f o r  t h e  o p e r a t i o n s  o f 
the system tak ing into account market real i t ies, 
d e s i r a b l e  p o s i t i o n i n g  o f  t h e  s y s t e m  o n  t h e 
v a l u e  c h a i n ,  a n d  w i l l  c l e a r l y  h i g h l i g h t  t h e 
c onsequenc es o f  mode ls  p roposed in  te rms o f 
budget  and  pub l i c  sec to r  respons ib i l i t i es .

(b)
The Communicat ion w i l l  t ack le the issue of  the 
in tegra t i on  o f  EGNOS  in to  G a l i l eo.

8 4 .
C o m m i s s i o n  h a s  a l r e a d y  s t a r t e d  t o  w o r k 
w i t h  t h e  v a r i o u s  s t a k e h o l d e r s  t o  d r a f t  t h i s 
Communic at ion  and has  sought  the  suppor t  o f 
ex te r na l  adv i se r s  t o  he lp  i t  t ake  s toc k  o f  t he 
wea l th  o f  in fo rmat ion gathered over  the years , 
no tab ly  t hanks  to  t he  Conc ess ion  negot ia t i on 
exper ienc e.
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(e)
ESA 's  a n d  G J U ' s  e f f o r t s  t o  d e m o n s t r a t e  t h e 
c a p a b i l i t i e s  o f  EGNOS     ov e r s e a s  h av e  b e e n 
c o o r d i n a te d  a n d  f u n d e d  by  t h e  C o m m i s s i o n . 
B a s e d  o n  t h e s e  p r e p a r a t o r y  s t u d i e s ,  t h e 
Commiss ion w i l l  dec ide whether  to  p ropose o r 
no t  t he  ex tens ion  o f  EGNOS  outs ide  Europe.

( f )
The GJU rece ived f rom the Commiss ion TEN -T 
2 0 0 4  a n d  T EN  -T  2 0 0 5  f u n d s  s p e c i f i c a l l y 
t a r g e t e d  a t  EGNOS     ,  a s  w e l l  a s  f u n d s  f r o m 
DG  AIDCO     i n  2 0 0 5 .  I n  ad d i t i o n ,  s eve r a l  FP 6 
pro jec ts were deal ing wi th EGNOS. Final ly,  the 
G J U  b e n e f i t e d  f r o m  a  d i s c r e t i o n a r y  s t u d i e s 
budget approved on a year ly basis by i ts Board, 
that  could have been used, i f  GJU Management 
had so decided, to fund speci f ic EGNOS-related 
s tud ies .

ANNE X I I I

T h e  a g r e e m e n t s  w i t h  NRSCC     a n d  M AT I M OP  
and the GJU were t rans fer red to  the GSA .  The 
w ind ing  up  o f  GJU was agreed w i th  M ATIMOP  
a n d  NRSCC      a t  M a n a g e m e n t  B o a r d  l e v e l . 
T h i r d  c o u n t r y  d i s c u s s i o n s  w e r e  h e l d  by  t h e 
C o m m i s s i o n ,  n o t  by  t h e  G J U,  a n d  t h e r e f o r e 
the  c los ing  down o f  t he  GJU had no impac t  on 
such  d iscuss ions .

ANNE X I I

The EGNOS  programme was c onduc ted  under 
an  opt i ona l  ESA p rogramme (AR TES 9)  under 
ESA    p r o g r a m m e  m a n a g e m e n t .  A s  t h e  f i r s t 
ESA programme in  nav igat ion,  i t  su f fe red f rom 
numerous  techn ic a l  d i f f i cu l t i es .

(b)
T h i s  r e s e a r c h  p r o g r a m m e  h a s  b e e n  r u n  f o r 
m o r e  t h a n  10  ye a r s ,  d u r i n g  w h i c h  t e c h n i c a l 
r e q u i r e m e n t s  c h a n g e d  a n d  t h e  c e r t i f i c a t i o n 
env i ronment  evo lved. 

(c)
Due to the fai lure of the Concession negot iat ion 
t he  Roadmap fo r  EGNOS  had  to  be  red ra f ted 
i n  a c c o r d a n c e  w i t h  t h e  n e w  g o v e r n a n c e 
e s t a b l i s h e d  i n  J u l y  2 0 0 8  b y  R e g u l a t i o n 
6 83 /20 0 8 .

(d )
O n e  o f  t h e  m a i n  r e a s o n s  f o r  EGNOS      n o t 
b e i n g  o p e r a t i o n a l  h a s  b e e n  t h e  d i f f i c u l t i e s 
exper ienced by ESA to keep the signal avai lable 
w i th the leve l  of  qual i t y  and re l iab i l i t y  that  may 
enab le  i t s  c e r t i f i c a t i on .

Techn ica l  acceptance by ESA has on ly  s tar ted 
beginning of  March 2009. This is  a prerequis i te 
f o r  handover  o f  t he  sys tem to  EC,  wh ich  w i l l , 
a t  t hat  t ime,  and not  befo re  accept  the  sys tem 
i f  i t  meets  t he  ob jec t i ves  tha t  ESA has  se t  fo r 
i t se l f  i n  t he  AR TES 9  p rogramme.
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A . 3 .
See the  rep ly  to  A . 2 .

A . 4 .
See the  rep ly  to  A . 2 .

A .5 .
I n  a l l  i t s  rec ent  re levant  regu la to r y  ac t i v i t i es , 
t h e  C o m m i s s i o n  h a s  i n c l u d e d  p r o v i s i o n s 
fos te r ing  GNSS app l i c a t ions  (see fo r  ins tanc e 
the  European E lec t ron ic  To l l  Sys tem).

The Commiss ion has however  been carefu l  not 
t o  d i s t o r t  c o m p e t i t i o n  i n  f avo u r  o f  G a l i l e o  o r 
EGNOS .

The respec t i ve  shares  o f  revenues  depend ing 
d i rec t ly  o r  ind i rec t ly  on  the  pub l i c  sec to r  were 
est imated by the prospect ive concessionaire at 
the t ime of negot iat ions. The communicat ion on 
the future of  Gal i leo wi l l  reassess these f igures 
and  p ropose adequate  regu la to r y  measures .

A .6 .
T he  c ho i c e  o f  t he  PPP has  been  enc ou raged 
and f ina l l y  endorsed  by  the  Counc i l .

Deve lop ing a re l iab le pub l ic  sec tor  comparator 
was  no t  a  rea l i s t i c  op t i on  fo r  l ack  o f  re levant 
d a t a ,  c o n t r a r y  t o  w h a t  e x i s t s  f o r  m o r e 
ma ins t ream indus t r i es .

E v e n  d a t a  c o m i n g  f r o m  t h e  IOV    ( i n - o r b i t 
v a l i d a t i o n )  c o u l d  n o t  b e  u s e d  t o  d e v e l o p 
s u c h  a  c o m p a r a t o r,  b e c a u s e  o f  t h e  m a t e r i a l 
d i f fe renc e in  sc ope bet ween the  IOV and FOC 
(f u l l  opera t i ona l  c apab i l i t y) .

ANNE X IV

The Commission refers in general  to the repl ies 
provided above to the tex t of  the Cour t 's repor t , 
i n  par t i cu la r  paragraphs  39,  41  and 42 .

A . 2 .
Due to the unprecedented nature of  the pro jec t 
Due to the unprecedented nature of  the pro jec t 
i t  was not possib le to reach the level of matur i t y 
o n  r e qu i r em ent s  an d  c o ns t r a i n t s  t ha t  c an  b e 
f ound  i n  p r o j ec t s  w i t h  e s t ab l i she d  i ndus t r i e s 
a n d  s e r v i c e s  (m o t o r w ay s ,  h o s p i t a l s ,  p o w e r 
plants…), where r isks are already relat ively wel l 
i dent i f i ed  and  c os t  c omparato r s  easy  to  bu i l d 
based  upon ex is t i ng  c os t  da t a .  I n  v iew o f  t he 
t ime pressure,  and the d i f f icu l t y  to f ind enough 
p r e c e d e n t s  t o  b u i l d  u p o n ,  t h e  C o m m i s s i o n 
and the  GJU opted  fo r  a  c ompet i t i ve  d ia logue 
p r o c e s s  f o r  t h e  p r o c u r e m e n t ,  i n  o r d e r  t o 
enab le  fo r  a  g radua l  f i ne  tun ing  o f  t he  tender 
spec i f i c a t i ons .

T h e  c o m p e t i t i v e  d i a l o g u e  p r o c e d u r e  ex i s t s 
to  hand le  c omp lex  c ases  suc h  as  t he  G a l i l eo 
PPP    g i ve n  i t s  t e c h n i c a l ,  f i n a n c i a l  a n d  l e g a l 
se t  up.

T h e  u n k n o w n  e l e m e n t s  c h a r a c t e r i z i n g  t h e 
G a l i l e o  PPP    w e r e  s u p p o s e d  t o  b e  t a c k l e d 
t h r o u g h  t h i s  p r o c e d u r e  by  i n t e r a c t i o n s  w i t h 
ex t reme ly  se r i ous  and ded ic a ted  b idders .

T h e  ex t e n s i o n  o f  t h e  d i a l o g u e  p r o c e s s  a n d 
t h e  i n t e r a c t i o n s  b e t w e e n  t h e  G J U  a n d  t h e 
c and idates ,  even a f te r  t he i r  merger,  p roduc ed 
impor t ant  resu l t s ,  wh ich  were  inc o r po ra ted  in 
t he  Heads  o f  Ter ms.
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B. 2 .
T h r o u g h o u t  t h e  c o m p e t i t i ve  d i a l o g u e  p h as e , 
fu l l  a t tent ion was g iven to  the assessment  and 
f o s te r i n g  o f  t h e  u n d e r s t a n d i n g  o f  a l l  p a r t i e s 
a s  t o  t h e  r e q u i r e m e n t s  f o r  e n t e r i n g  i n t o  a 
Conc ess ion .

Th is  was  one o f  t he  reasons  fo r  t he  cho ic e  o f 
t he  c ompet i t i ve  d ia logue p roc edure.

B. 3 .
Dur ing the compet i t ive dialogue phase, the draf t 
c o n t r a c t  w a s  f u r t h e r  r e f i n e d  a n d  ex p a n d e d , 
a n d  ex t e n s i ve  d i s c u s s i o n s  o n  t h e  c h o i c e  o f 
app l i c ab le  law were  he ld .

B. 4 .
T h e  p l a n n i n g  w a s  a m b i t i o u s ,  a n d  t h e  G J U 
a m e n d e d  i t  t o  t a ke  a c c o u n t  o f  t h e  f a c t  t h a t 
negot ia t i ons  were  more  c omp lex  than  in i t i a l l y 
expec ted.

B.5 .
T h e  c o n t i n u e d  f e a s i b i l i t y  o f  t h e  p r o j e c t  w a s 
r e g u l a r l y  r e v i e w e d  a n d  c o m m e n t e d  u p o n , 
n o t a b l y  i n  s u c c e s s i ve  c o m m u n i c a t i o n s  f r o m 
the  Commiss ion .

B.6 . 
See the  rep ly  to  A .6 .

B.7.
A s  n o t e d  b y  t h e  C o u r t ,  t h e  t e n d e r  p r o c e s s 
managed to at t ract a diverse range of European 
c ompan ies ,  s t rong ly  ded ic a ted  to  t he  p ro jec t . 
I t  i s  o n l y  n a t u r a l  t h a t  f o r  a n  i n n ov a t i ve  a n d 
chal leng ing space pro jec t ,  space indust r y  took 
a  p r o m inen t  r o l e  i n  t he  c o ns o r t i a .  O p e r a to r s 
w e r e  n eve r t h e l e s s  p r e s e n t  i n  a l l  c o m p e t i n g 
c onsor t i a .

A .7.
Through  t he  c ompet i t i ve  d ia logue,  i nnovat i ve 
so lu t i ons  have  been  genera ted  and  p roposed 
by  b idders ,  and  tho rough ly  d i scussed.

P a r t i c u l a r  c a r e  w a s  g i v e n  t o  a s s e s s  t h o s e 
innovat ive commerc ia l isat ion so lut ions that  the 
b i dde r s  had  i den t i f i e d .  T h r ough  t h i s  p r o c e s s 
t he  C ommiss ion  was  ab le  to  ga in  i ns igh t  i n to 
new app l i c a t i ons  and mar kets .

A .9. 
These topics were covered under the prel iminary 
s t u d i e s  c o n d u c t e d  b y  P r i c e  W a t e r h o u s e 
Coopers ,  and  the  c onc lus ion  o f  t hose  s tud ies 
w e r e  s u p p o r t i n g  t h e  va l u e  f o r  m o n ey  o f  t h e 
PPP opt i on .

B.1. 
T h e  G J U  s t a f f  e n c o m p a s s e d  p r o f e s s i o n a l s 
h a v i n g  a c c r u e d  s p e c i f i c  e x p e r i e n c e  i n  t h e 
s p a c e  d o m a i n  a n d  p r o j e c t s ,  h av i n g  s p e c i f i c 
management  exper ienc es  in  re la t i on  to  pub l i c 
s e c t o r  i n f r a s t r u c t u r e  p r o j e c t s  a n d  p r o j e c t 
f inanc ing.  There was no "knowledge gap" when 
c ompared  to  indus t r y  teams.

E x p e r i e n c e d  a d v i s o r s  w e r e  i n v o l v e d  i n  t h e 
c o n c e p t i o n  p h a s e  o f  t h e  P r o g r a m m e  (s e e  i n 
p a r t i c u l a r  t h e  i n c e p t i o n  s t u d y) .  A s  f r o m  t h e 
s t a r t  o f  t h e  a c t i ve  p h a s e  o f  t h e  c o m p e t i t i ve 
d i a l o g u e ,  e x p e r i e n c e d  a d v i s o r s  ( P r i c e 
Waterhouse Coopers, Lovel l 's,…) and European 
Investment Bank senior staf f  were assist ing the 
GJU in  negot ia t i ons  e i t he r  be fo re  o r  a f te r  t he 
merg ing  o f  t he  c and ida tes  and  in  t he  c ontex t 
o f  t he  merger  p roc ess  i t se l f .
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B.8 .
See the  rep ly  to  A . 2 .

B.11.
P r i v a t e  s e c t o r  b i d  c o s t s  w e r e  n o t  a s s e s s e d 
as  t h e r e  wa s  n o  i n t e n t i o n  t o  f u n d  t h e m f r o m 
pub l i c  money.

B.12 .
See the  rep ly  to  B .1.

B.13 .
The costs of  ex terna l  adv isors were constant ly 
mon i to red.

C.1.
See the  rep ly  to  B . 2 .

C. 2 .
T h e  b i d s  w e r e  t h o r o u g h l y  a s s e s s e d  a n d 
c ompared.

C. 4 .
I n  s p i t e  o f  t h e  m e r g e r,  t h e  G J U  m a n a g e d  t o 
d r i v e  t h e  n e g o t i a t i o n  p r o c e s s  a n d  a c h i e v e 
c o n v e r g e n c e  o n  m a n y  t o p i c s ,  w h i c h  w a s 
re f l ec ted  in  t he  Heads  o f  Ter ms s igned a t  t he 
end  o f  20 0 6 w i th  t he  merged c onsor t ium.
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THE GALILEO PROGRAMME WAS INITIATED IN THE MID 1990S WITH THE 

AIM OF ESTABLISHING A EUROPEAN GLOBAL NAVIGATION SATELLITE 

SYSTEM. IT HAS SEEN SERIOUS DELAYS AND COST-OVERRUNS. IN 

THIS SPECIAL REPORT THE COURT AUDITED THE DEVELOPMENT 

AND VALIDATION PHASE OF THE GALILEO PROGRAMME LOOKING 

AT WHICH FAC TORS ACCOUNTED FOR THE FAILURES. THE COURT 

CON CLU DE D TH AT MA N AG E MENT OF THE DE VELOPMENT AND 

VALIDATION PHASE WAS INADEQUATE. IF THE MID-2007 REDIRECTION 

OF THE EGNOS AND GALILEO PROGRAMMES IS TO SUCCEED, THE 

COMMISSION MUST CONSIDERABLY STRENGTHEN ITS MANAGEMENT 

OF TH E P R OG R AM M E S. TH IS REPOR T INCLUDES A NUMBER OF 

RECOMMENDATIONS AIMED AT SUPPORTING THE COMMISSION IN 

THIS TASK. FINALLY, SHOULD THE EU RESOLVE TO ENGAGE IN OTHER 

LARGE INFRASTRUC TURE PROGRAMMES, THE COMMISSION MUST 

USE THE APPROPRIATE MANAGEMENT TOOLS.
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