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1. Message from the
Director General

THY2VL WH
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The year 2013 was successful for Croatia Control (CCL), despite a slight traffic
decrease. Following the idea of FAB initiative to enhance capacity, CCL fulfilled
all capacity objectives disaggregated at the European level, en-route ATFM delay
and baseline capacity.

I am pleased to mention some statistical data showing that CCL's delays in 2013
were three times reduced as compared to 2012, from 0.27 to 0.09 minutes per
flight. This significant achievement is the result of many combined efforts: suc-
cessful social dialogue, optimization of resources, dynamic change of sector
configurations, other airspace improvements and significant contribution of all
Dragan Bila¢ staff, especially air traffic controllers.

Director General On 17 August 2013 we also achieved a record number of 2520 aircraft flights in
one day. At the same time, that was the busiest month so far.

CCL takes appropriate actions to decrease fuel consumption of airspace users, and it has been among
the first ANSPs in Europe to implement the project of Free Route Airspace in cooperation with its
partners, enabling airlines to use night cross-border direct routes between the areas of responsibility
of the Zagreb and Belgrade Area Control Centres.

This project is one of the key improvements within the EU initiative on establishing the SES regard-
less of state borders, aiming to enhance safety and efficiency, and to increase capacity of air traffic in
Europe.

CCL is an active promoter of regional integration and co-operation within the SES, including partici-
pation in the COOPANS association, FAB CE and inter-FAB cooperation in Gate One, a new platform of
10 ANSPs of Central and Eastern Europe established in 2013.

The new ATC simulator of the most state-of-the-art technology, within the upgrade to the COOPANS
ATM system, was installed in 2013 and it is identical to the operating system that was put into opera-
tion in February 2014, based on the Thales TopSky system and applied by seven ATC Centres in five
European countries. It ensures CCL's permanent harmonisation with the EU standards and competi-
tiveness on the European ANS market.

New challenges are ahead of us, including implementation of some outstanding projects in order to
meet all relevant safety and quality standards across all segments of CCL'’s activity.

Our publication presents our accomplishments which will hopefully be beneficial to our customers,
airlines and their passengers, as well as to our professional partners and service providers.
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2. Company profile

Croatia Control Ltd (CCL) is a state-owned limited liability company providing air navigation services
and it was founded in 1998, a year after Croatia acceded to EUROCONTROL (the European Organisa-
tion for the Safety of Air Navigation). Croatia has been a member of the International Civil Aviation
Organisation (ICAO) and the European Civil Aviation Conference (ECAC) since 1992.

2.1. History of Croatia Control Ltd

Croatia Control Ltd was founded in 1998, a year after Croatia acceded to Eurocontrol (the European
Organisation for the Safety of Air Navigation). Croatia was already a member of the International Civil
Aviation Organisation (ICAO) and the European Civil Aviation Conference (ECAC) since 1992. Before
1998, the Air Traffic Services Authority of Croatia was responsible for the provision of air traffic ser-
vices in Croatia.

The key founding steps in the history of Croatia Control are:

= until September 1991: the Zagreb Area Control Centre operated within the Federal Air Traffic Control
Authority.

January 1992: the Air Traffic Services Authority (ATSA) of Croatia founded as part of the Ministry of Mari-
time Affairs, Transport and Communications.

May 1992: Croatia’s accession to ICAO.

July 1992: Croatia’s accession to ECAC.

March 1997: Croatia’s accession to EUROCONTROL.
February 1998: CCL founded as a limited liability company.

¥

December 1999: CCL registered as a limited liability company at the Commercial Court.

¥y ¥ ¥ ¥ ¥ ¥

March 2009: CCL certified as air navigation service provider by the Ministry of the Sea, Transport and
infrastructure.

4,

May 2011:CCL signed the Agreement on the Establishment of Functional Airspace Block Central Europe
(FAB CE) covering the airspace of Austria, Bosnia & Herzegovina, Croatia, Czech Republic, Hungary, Slo-
vak Republic and Slovenia.

= June 2011:CCL became a full member of the initiative of ANSPs of Ireland, Denmark, Sweden and Aus-
tria called COOPANS. The COOPANS Members are committed by a Framework Agreement aiming at
reduced development costs, and required human and financial resources for the upgrading of their air
traffic control systems.

Over the years, the traffic in Croatia was undergoing strong growth. At the same time the SES ini-
tiative was developed resulting in a large number of requirements.Croatian Air Traffic Management
Project (CroATMP) was a relevant and well-planned response to these changes,. The most important
project within CroATMP was the implementation of ATM system Eurocat 2000E (CroaATMS). In 2011
and 2012 were also intensified activities associated with the launching of a new investment cycle
including CroATMS upgrade and modernisation / COOPANS projects as the most significant within
the programme CroATMP.
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2.2.  Mission

Our mission is to reach an outstanding quality of air navigation services compliant with
national and international regulations, to full satisfaction of our service users.

The mission will be achieved in cooperation with our partners within the European
ATM network, while maintaining highest safety levels and excellent
quality of our services through knowledge, reliability and efficiency in
operations, as well as taking care of the environment.

2.3.  Vision

Croatia Control Ltd aims to achieve and maintain excellent performance, and to be
among leading air navigation service providers in Europe. Our goal is to be a stream-
lined organisation that meets user requirements, maintains top safety level and takes
responsibility for the environment. The goals will be achieved by our motivated and com-
petent staff, providing highest quality services to the benefit of our customers and stakeholders.

24.  Core Business

CCL's operation in 2013 was based on its 2013 Business Plan and its services to the customers were
provided in a genuinely transparent and non-discriminatory manner.

The core business of Croatia Control Ltd comprises the following activities:

= provision of air navigation services (ANS) which includes:

-« provision of air traffic services (ATS), particularly air traffic control, alerting service, flight information
and pre-flight information service, all aimed at providing a safe, orderly and smooth air traffic, as well
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¥

as flight data processing and storage, promulgation of safety-related information, management of
air traffic flow and airspace utilisation;

« provision of communication, navigation and surveillance services (CNS);

- provision of aeronautical information services (AIS);

+ provision of aeronautical meteorological services (MET).

collecting, processing and issuing of aeronautical information, including special publications;

specifying the operating requirements for air traffic management, control and monitoring systems,
equipment, infrastructure, etc,;

responsibility for the airspace and flight procedures design, minding the interests of military and civil
users, as well as environmental protection;

development, construction, maintenance, monitoring and checking the function of air navigation and
meteorological facilities, systems and equipment;

aeronautical meteorological and aerodrome climatology observations, as well as drafting and exchange
of aeronautical meteorological reports;

preparation of aviation weather forecasts, as well as special information and warnings for the airports
and routes in Croatian airspace, preparation of aeronautical meteorological documentation and perfor-
mance of other tasks as specified by the ICAO documents;

implementation and coordination of specific engagements in various international organizations, par-
ticularly in ICAO and Eurocontrol;

professional and life-long training of the staff;

export and import of goods for own needs.

2.5.  Organisational Structure

“~— W Dubrovnik

Croatia Control headquarters and regional ATC units
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CCL's headquarters are located in Zagreb. The company is organised into five divisions. These are:

= Air Traffic Management,

= Technical Division,

= Aeronautical Meteorology,

= Military Operations,

= Human Resources Management, Legal and Financial Affairs.

The Air Traffic Management division includes, in addition to the Zagreb Air Traffic Control Centre, the
regional ATC centres Pula, Rijeka, Losinj, Split/Bra¢, Zadar, Dubrovnik and Osijek. These operational

units are responsible for the provision of air traffic control, technical support, meteorological and
administrative services required for smooth air traffic flow.

Central Safety
& Quality Office

Director General’s
Office

Strategic Planning &
Development Office

AIR TRAFFIC HUMAN RESOURCES AERONAUTICAL

MILITARY

MANAGEMENT
(ATM) DIVISION

ZAGREB ACC

FIELD UNITS -
ATC CENTRES

2.6. International Activities

TECHNICAL DIVISION

NTW
COMMUNICATIONS
CENTRE

SYSTEM
ENGINEERING
CENTRE

TECHNICAL
OPERATIONS
CENTRE

ZAGREB ACC
TECHNICAL
SERVICES

MANAGEMENT, LEGAL
& FINANCIAL DIVISION

HUMAN RESOURCES
MANAGEMENT
SERVICE

LEGAL &
ADMINISTRATIVE
SERVICES

FINANCIAL &
COMMERCIAL
OPERATIONS DEPT.

OPERATIONS DIVISION

Main divisions and departments of Croatia Control Ltd

METEOROLOGY
DIVISION

MET OPERATIONS

CENTRE

METEOROLOGICAL
WATCH OFFICE
(MWO)

Services for Bosnia and Herzegovina

CCL has been providing air traffic services in the western half of the upper airspace and in the whole
lower airspace of Bosnia and Herzegovina since 2000 and 2001 respectively, in compliance with the
bilateral agreements.
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Regional co-operation
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Functional Airspace Block (FAB CE) is a joint initiative of seven states: Austria, Bosnia and Herzego-
vina, Croatia, Czech Republic, Hungary, Slovak Republic and Slovenia, with their respective ANSPs,
including CCL. To meet the future needs of a growing air travel and transport industry, the European
ATM needs to become more flexible, harmonised and seamless. The European Commission’s SES ini-
tiative aims at the unification of European airspace. The creation of FABs independent of national
boundaries will optimise airspace usage and capacity, making the flow of air traffic over Europe more
efficient. The FABC CE Agreement, as well as FAB CE ANSP Cooperation Agreement, were signed in
May 2011. The implementation of FAB CE will maintain and, wherever possible, improve the current
level of safety notwithstanding the increased traffic, through the establishment of a common safety
management system. The ATM services within the FAB CE will be provided in an environment char-
acterised by the cross-border airspace design and extensive cross-border sectorisation. The airspace
design process will therefore not be constrained by borders between the FAB CE States, but will be
based on operational needs and air traffic flows resulting in better horizontal and vertical flight ef-
ficiency, improvements in productivity and the consequent increase in capacity. With the FRA con-
cept, the users will be able to freely plan a route between a defined entry and exit point, with the
possibility to route via intermediate (published or unpublished) way points, without reference to the
ATS route network. The step by step realisation within FAB CE will result in incremental benefits by
applying FRA structures and principles and deploying FRA stepwise across the borders to a FAB CE-
wide implementation by 2018.

COOPANS
The COOPANS (COOPeration of ANS

‘ D D PA ‘ \ 5 Providers) framework agreement
between CCL, IAA, LFV, Naviair and
a CO-0OPeration of Air Navigation Service providers Austro Control (providers from Swe-

den, Denmark, Ireland, Austria and
T “mem Wi NaVIAIR LEV ;

Croatia) has gone further than the

traditional relationship between Air
Navigation Service Providers and the ATM supply industry and has set the foundations for a strong
and long-term partnership. COOPANS has adopted a common managerial approach where the 5
ANSPs act as one organisation together with the supplier Thales, focusing on common success. The
harmonisation of functionalities and joint investments enable the implementation of an advanced
and unified ATM system. Activities include, inter alia, common stepwise operational and techno-
logical evolution optimisation of life cycle costs, sharing the same system and support baseline for
operation and maintenance. COOPANS members maximise benefits using common tools, methods,
and operational procedures throughout the system life cycle. From a financial perspective, common
procurement is defined for all major programme steps: development, integration, deployment and
maintenance. COOPANS’ highest priority is to provide a customer-oriented solution supporting eco-
nomic efficiency and environmental protection, with a focus on maintaining the required level of
safety whilst increasing capacity to meet our customers’ demands. COOPANS intends to be at the
forefront of the European standards, implementing the latest proven ATM tools to minimise CO2
emissions and improve situational awareness. CCL implemented the project activities during 2013, so
that new ATM system based on the COOPANS latest version could be launched into operation in Feb-
ruary 2014. This means that 7 ATC centres in 5 European countries would use the same ATM system
with the same version of software. It ensures CCL's permanent harmonisation with the EU standards
and competitiveness on the European market of ANS. Through joint development and cooperation
with Thales all 5 ATM systems are harmonized, including all upgrades, usually twice a year. The mem-
bers make joint investments and share expenses, thus reaching cost savings and safety benefits.



CCL's governance structure comprises of the Assembly, the Supervisory Board and the Management.

The Assembly consists of the Chairman - Minister of Maritime Affairs, Transport and Infrastructure and
two members -Minister of Finance and the Minister of Defence.

The Supervisory Board monitors the activities of the company. The Supervisory Board appoints the
Director General of the company under basis of open competition for a period of five years. The same
person can be re-appointed as Director General.

The Supervisory Board consists of five members, four of whom are appointed and may be recalled by
the Assembly and one of whom is a company employee. Members can be re-appointed. The Director
General of the company cannot be a member of the Supervisory Board

The members of the Supervisory Board are:

- Prof. Darko Prebezac, Ph.D
Chairman of the Supervisory Board

=~ Dinko Stanici¢
Vice Chairman

% Zeljko Gojko
Employee Representative

= Marijana Miiller
Member

= Hrvoje Filipovi¢
Member

Dragan Bila¢, Director General represents the Management of the Company.




CORPORATE GOVERNANCE

TD@re are five main divisions in Croatia Control Ltd, managed by the following directors:

= Milivoj Sever Cuglin
Director, Air Traffic Management (ATM) Division

=~ Boris Gadina
Director, Technical Division

=~ Anka Nikié
Director, Human Resources Management, Legal & Financial Division

= Stjepan Varga
Acting Director, Military Operations Division

= Alen Sajko
Director, Aeronautical Meteorology Division

%are three Executive Directors within the ATM Division:

= Mihajlo Jelisavci¢
ecutive Director, Air Traffic Management (ATM)

7 SiniSa Belosevi¢
Executive Director, Zagreb ACC

- Josip Josipovi¢
pr, Regional ATC Centres
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4. Operations and
Infrastructure

4.1.  Operational Units

CCLl's main operational units are as follows:

= Zagreb ATCC: Zagreb Air Traffic Control Centre provides area control services for both Zagreb Control
Area (CTA) and a part of the Control Area (CTA) in Sarajevo FIR. It also provides approach control services
in Zagreb TMA,;

= Zagreb/Lucko Aerodrome Control: provides tower control in Zagreb Control Zone and Lucko aero-
drome Control Zone (CTR);

= Eight regional ATC centres providing approach and tower control: Osijek, Rijeka, Pula, Zadar, Split,
Dubrovnik, LoSinj, Bra¢

12

L

ZAGREB ACC

APP/TWR 3
o Osijek
: Pula Rijeka APP/TWR
. APPfWR APP/TWR
N Lo§inj® \
TWR
Zadar Bosnia & Herzegovina
APP/TWR
Split
APP/TWR

.

Brac
TWR

Service provided -
FL100-FL660

Service provided -
FL100-FL285

Dubrovnik
APP/TWR ﬂ?\\\

Main operational units
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ATS operational units provide the following services:

Air Traffic Control Services;

Flight Information Services;

Aeronautical Information Services;

Traffic Flow Management services;

Airspace Management Service through AMC;

Communication Services;

¥y ¥ ¥ ¥ ¥ ¥ ¥

Alerting Services.

Zagreb ACC provides air traffic services in the control area of Zagreb FIR and in small parts of airspace
of neighbouring providers where the responsibility for the air traffic control has been delegated to
CCL under relevant international agreements. In a part of Zagreb FIR airspace, the responsibility for
ATS has been delegated to neighbouring providers, which has also been done in compliance to the
relevant international agreements on mutual delegation of ATS provision. Zagreb ACC also provides
air traffic services in the airspace of Bosnia and Herzegovina from Flight Level 100 to Flight Level 285
in the whole of Sarajevo FIR and additionally from Flight Level 285 to Flight Level 660 in the Western
part of Sarajevo FIR as provided in the relevant international agreements.

ACC Zagreb area of responsibility (AoR)

13
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Through its provision of air traffic services for Bosnia and Herzegovina, CCL has been providing air
navigation services in the context of an early example of the Functional Airspace Blocks that are the
key feature of the Single European Sky. This means that operational borders of certain sector groups
extend across national borders contributing to better efficiency and better flow of international air
traffic.

4.2.  Traffic Flows and Seasonality

The main traffic flows over Croatia in 2013 are shown in the picture below. The numbers represent the
total number of IFR GAT operations on a particular route on the busiest day of summer 2013.

Main traffic flows over Croatia

Traffic in Croatian airspace is highly seasonal and the main flows run in South East - North West direc-
tion. The volume of traffic in the period May-October is much greater than the volume in the rest of
the year. The intense seasonality of traffic means that Croatia Control faces particular challenges in
achieving a balance between the required capacity and use of resources throughout the year.

Traffic routes over the entire South-East axis of the European airspace are already very close to the
shortest routes, with Croatia in a lead position within FAB CE, which is an advantage both in terms of
flight efficiency and in terms of reduced harmful emissions.

The following figure shows the total number of IFR GAT flights controlled by CCL, including the flights
in the airspace of Bosnia and Herzegovina, where the provision of services is delegated to CCL.
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70.000

LDZO TOTAL IFR GAT operations, 2013 vs 2012

60.000 - -0,43% -0,25%
2013 vs 2012 2012 vs 2011
50.000 -
% 40.000
g
o
 30.000 -
&£
20.000 -
10.000 -
0
Month
] 2011 | 29.037 | 25.195 | 30.748 | 38.265 | 47.900 | 52.024 | 59.691 | 60.304 | 51.553 | 44.270 | 29.994 | 28.511
[ | 2012 | 28.536 | 25.639 | 30.280 | 36.930 | 45.629 | 51.608 | 60.709 | 61.097 | 53.303 | 44.053 | 29.835 | 28.623
| 2013 | 27.057 | 24.112 | 28.876 | 35.524 | 47.183 | 53.313 | 60.654 | 63.496 | 53.673 | 44.254 | 28.583 | 27.492
—e—diff 2012/11 | -1,7% 1,8% -1,5% -3,5% -4,7% -0,8% 1,7% 1,3% 3,4% -0,5% -0,5% 0,4%
—e—diff 2013/12 | -5,2% -6,0% -4,6% -3,8% 3,4% 3,3% -0,1% 3,9% 0,7% 0,5% -4,2% -4,0%

Traffic seasonality

difference

In 2013, 84,7% of the flights in Croatia were overflights, 1,7% were domestic flights and the remaining
13,6% were international flights, arriving at or departing from Croatian airports.

4.3.

In Croatian airspace, CCL is also responsible for the service provision to the Ministry of Defence of the
Republic of Croatia, all in accordance with Air Traffic Act and other applicable regulations. For the pur-

2013

Distribution of flights in Croatia

Civil/Military Coordination

. overflight

out / inb

. internal

84.7

13.6

1.7

pose of maintaining a high level of safety and quality, relevant air traffic data is regularly exchanged

between these two parties, which is a basis for creating conditions for an efficient protection of the
airspace without affecting the safety of all users. In order to enable more efficient and flexible use of

the airspace, the civil-military Airspace Management Cell has been established.

15
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44.  Operational Improvements

In the last decade, Croatia has achieved one of the highest increases of IFR GAT operations in the
ECAC region. Overflights account for 85% of all operations, or the ENR phase, while the remaining
15% of all IFR GAT operations relate to airport departures and arrivals.

In 2013, with the aim of further increasing the efficiency of ATM and in line with other developments
within the EATMN, CCL, in cooperation with SMATSA, has extended the validity of the previously im-
plemented 30 night DCT’s to 24H operation. This extended the positive impact on AO’s, increased the
quality of our service and contributed to the reduction of the greenhouse emissions.

Due to its geographical position in the South-East Axis flow, Croatia is located en-route which is ex-
pected to grow even further. Adequate capacity planning is thus paramount in the overall planning,
as Croatia has further potential for growth coming from the shortest as well as the cheapest route
options.

Free Route Airspace Concept

Utilisation of DCT routes has a direct impact on efficiency of CCL, while reducing adverse impacts on
the environment. Continuous monitoring of usage of these planning options (routes) and comparing
the results with those of flying along RNAV routes, allow us to track changes in fuel consumption,
which in turn means less harmful emissions.

Connecting to other Free Route initiatives within the FAB CE, as well as other FABs, will be done
through an overall network coordination.

Time limited implementation of FRA / DCT in a defined airspace

Step 2 H24/7 implementation of direct connections in a defined airspace
+ 2.a. DCT within ATC units
« 2.b DCT Cross border between 2 or more ATC units within FAB CE / with adjacent FABs
« 2.c FRA entry / exit within ATC Units (based on conditional entry/exit points)
« 2.d FRA Cross border between 2 or more ATC units within FAB CE / with adjacent FABs
« 2.e FRA/DCT cross border FABCE wide

lation at least FL310+

FAB CE cross border FRA (based on conditional entry / exit points) according to EC regu-

Step4 FAB CE cross border FRA plus additional seamless operations

2013 DFL Optimisation

Aircraft Operators use newer and better (more economic) aircraft types which perform better on
higher levels. Furthermore, the change of traffic flows also impact the load of certain cruising levels in
different parts of the AoR. For these reasons, DFL was reassessed after the season 2012 and adjusted
to the new optimum.

Further optimisation of staff and roster allowed for the lateral segmentation of the SUPERTOP sector,
so the operational layout of the airspace is now divided into 12 elementary sectors, shown in the fol-
lowing picture:
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NORTH WEST SOUTH
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Capacity

Capacity is defined as the ability to provide ATS in a defined volume of airspace, taking into consid-
eration the high safety standards achievable without significant operational changes, impact on the
environment and economy. It is the maximum number of aircraft which can safely transit through an
airspace within a defined time frame.

Capacity planning is one of the most important aspects in the provision of ATS and an important fac-
tor reflecting on the overall performance.

Baseline capacity

Baseline capacity is defined as an effective capacity which can be delivered and maintained in peak
traffic periods and is determined annually by NM ACCESS process. This is done based on the record-
ings of a two week period during summertime and collection of all relevant inputs, such as exact sec-
tor opening times, DELAY produced as well as the number of operations and other relevant factors.
From this information, the ACC Baseline capacity is calculated using the reverse CASA method.

Delays

Delay is measured for all regulations used throughout the year, and basically reflects a lack of capac-
ity. The year 2013 ended with a very good result (0.09 min/flight) which was far better than the indi-
cated in the breakdown target for Croatia (0.28 min/flight), as well as the target set by CCL. In 2013
CCL achieved 3 times less delays, compared to the year 2012 (0,27 to 0,09 min/flight).

More information about delays can be found in the Chapter 7 (Performance) of this report

45. The Environment

To comply with LSSIP requirements and in coordination with Croatia Airlines as the major Croatian air
carrier, the implementation of Continuous Descent Approach (CDA) procedures has been initiated at
the Zagreb Airport.

CCL takes appropriate actions to decrease fuel consumption of airspace users. This is done by the
route design (introduction of direct routes) and the development of new procedures (CDA, CCA).

17
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In cooperation with the partners, CCL implemented cross-border direct routes between the areas
of responsibility (AoR) of the Zagreb and Belgrade Area Control Centres (ACCs) as a part of the Free
Route Airspace (FRA) concept.

This project is one of the key improvements within the EU initiative on establishing the SES regard-
less of state borders, aiming to enhance safety and effi ciency, and to increase capacity of air traffi c
in Europe. As compared to the existing structure of routes and air traffic, the establishment of these
direct routes will, just in a single night, enable a 1650 km reduction in planned route distance, which
equals to savings in 5.3 tonnes of fuel, 16.2 tonnes of CO2 emissions and 65.7 kg less NOx. All these
routes function now on the 24/7 basis

4.6. Technical Infrastructure

Overview

Highly qualified engineers and technicians have continuously been engaged in the maintenance and
upgrading of the following systems: ATM Data Processing Systems, Communications Systems, includ-
ing radio-communication transceiver, Navigation Systems, Radar Systems, Electric Power System:s,
Network Communications Systems and Meteorological Systems.

Croatia, as a member of EUROCONTROL, shall comply with the European Single Sky Implementation
Plan (ESSIP) / Local Single Sky Implementation Plan (LSSIP), which actually represents the five-year
plans that include the actions to be taken by ECAC countries with a view to achieve the ESSIP ob-
jectives and improving the performance of their respective ATM systems. These Plans also include a
report to be submitted by each country on the level of its compliance with SES regulations. Further-
more, certain investments are required to be in compliance with the EC Implementation Rules and
ICAO mandates.

The equipment obsoleteness and the resulting compromised reliability make its replacement impera-
tive for CCL to be able to proceed with the provision of its core services. The costs of its day-to-day
maintenance are getting higher and higher and in many cases the spare parts are no more available.
Besides, the impracticability of installing new software into the existing hardware makes the compli-
ance with newly emerging requirements even more difficult.
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CCL has had in place a plan for the modernization and replacement of capital equipment required for
the provision of its services. This plan covers critical facilities including:

= Navigation aids;

= Communications;

= Ground links;

= Surveillance sensors and processors; and

= Central ATM system comprising all tools used by CCL's ATCOs for the provision of ATC services.

2013 Investment Plan

The projects included in the investment plan for 2013 have been categorised as follows:

= CroATMS upgrade (including Emergency ATM system implementation project — ARES);
7 Infrastructure replacement;
= Compliance projects

= Projects related to performance improvements.

CroATMS upgrade projects are capital investments required for imperative hardware replacement
and software upgrade of the main CroATMS system to the COOPANS Top Sky ATM system version.
This system is the heart of the CCL's most important infrastructure and represents the most signifi-
cant item of the capital investments to be achieved through the following projects. Further, a num-
ber of other technical systems had to be implemented or upgraded in order to adopt to COOPANS
ATM system to facilitate the integration into other CCL's systems of the CroATMS version as updated
within the COOPANS initiative. The internal work on the systems, mainly related to system configura-
tion, tuning and validation activities, was completed by the end of 2013. Also the emergency system
ARES started to be implemented during 2013 - as an addition to ensuring operational continuity, the
system will have an integrated Search And Rescue function, providing fast and precise last known
aircraft position based on the data received from radars or sensors connected to the system.

While CCL has been operating CroATMS successfully, maintaining an operational ATC system is an
ongoing activity requiring well-defined arrangements for software and hardware maintenance to
keep the system operating optimally, as well as carrying out upgrades to the basic functionality in
response to day-to-day operational needs and newly arising regulatory requirements. The challenges
faced by CCL going forward include hardware obsolescence, sub optimal software upgradability and
maintaining commonality and control of upgrades of remote tower systems. A HW upgrade contract
and SW upgrade contract with COOPANS partners were concluded in 2011. In 2012 the system was
designed, hardware procured and installed and COOPANS software configured for CCL needs in ac-
cordance with initial plans. The major milestone, site acceptance of the system, has been successfully
achieved ahead of schedule in June 2013. The training of ATCOs started in November 2013 and inter-
nal activities, such as validations, as well as operational shadowing sessions were completed by the
end of 2013 in accordance with the initial plan. In parallel, common COOPANS contracts for on-going
system developments in order to keep the system up-to-date and comply with new SES regulations,
as well as with local requirements to enhance and harmonize operational use of the ATM system, have
been concluded and are in development phase. The number of new functionalities were prepared to
be available for CCL's commissioning in February 2014, such as Elementary Mode S support, CCAMS,
FPL2012, GRIB2 and ATM system support for CPDLC. Moreover, some of the most advanced function-
alities will be available in the late 2014, notably Enhanced Mode S (DAP) and support for ADS-B and
WAM.
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Infrastructure replacement projects are capital investments required for the replacement of obsolete
and worn out equipment in order to enable CCL to continue to provide ATM services and will be
achieved through the following projects:

Automatic Meteorological Station System Upgrade/Replacement (AMS Split, Pula)

CCl's MW Link Transmission Network Development

Procurement, Commissioning and Installation of VRRS

,.)
,.)
,.).
= NAV System Replacement and Modernisation
= Replacement of old NDBs

= Procurement, Commissioning and Installation of VCCS
>.).

Aeronautical Information Database and Meteorological System Modernisation Programme

Compliance projects involve investments that are necessary to ensure compliance with the applica-
ble global and regional regulations currently in effect, to be achieved through the following projects:
= Implementation of an International Aeronautical Message Handling Service (AMHS)

= Aeronautical Data and Information Quality Compliance with the Single European Sky Requirements
Project - CroQADI

Performance related projects cover the investments to be made by CCL in order to improve its perfor-
mance in terms of improved and more efficient provision of services to its users and include inter alia:
Old ACC Building Renovation

RWY Fibre Optic Cabling Project

ACC/TMA VHF/UHF Radio Sites Expansion Project

CCL IP Network Modernisation Project - CART/IWAN & Implementation & NTW Equipment

CCL IP Network Modernization Project - NMS

Implementation of Information Security Block (INFOSEC) for Operational Systems in Cyberspace - ExCO NG
Construction of Wind speed and Direction Measurement System at Osijek and Bra¢ Airports

Terminal Telecommunication Equipment Modernisation project

SUR System Upgrade (TMA Pula and TMA Dubrovnik)

F Y ¥ F Y YV ¥V

Full list of projects scheduled for implementation in 2013 is given in the following table.
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2013 Investment Plan
Projects scheduled for implementation in 2013:

Project name Start Operational
CCL centralised technical monitoring and control system Before 2011 2017
ACC/TMA VHF/ UHFrad|osyste o Xpans|on project ....................................... o o
'RRL replacement project at Zagreb ACC and Split TMA Before 2011 2013
T O e development ........................................... o o
NAVsyste mrep i pg o prOJe o e o
Terminal telecommunication equipment modernisation project Before 2011 2014
e nag R p ro} T o o
"ERRS Business information systems implementation project Before 2011 2015
' AMS system upgrade/replacement project (Pula, Split, Zagreb) Before 2011 2014
o dACCbu||d|ngrenov i Onprojec LR o o
Consultancy support for the projects P-2008-14 and P-2008-18 Before 2011 2015
S rmg S projec L Soiy o
e |rspace(FUA) projec T Sory o
T opt| B g proJ L ory o
VRRSrepIac o ntproje T ory ois
Upg e g ol part i ory o
o rOJect o TN/ClDlNupgrade P oiy o
B prOJeC‘t .............................................................................. Sory ois
e pgra e COOPANG ory o
pn replacem TS UTW . R| SR Sory ois
e oy S
5 rOJect o ntsystemsadJustment oo ory o
‘Modernisation and replacement of VCCS and emergency VCS systems 2011 2015
“New ACC building and TWR infrastruct. adapt. as a part of CroATM - 2011 2013
modern.
- merge ncy e system|mp| L p roJ L oy o
Project of modernisation of AlS data base and MET computer system 2012 2014
s (be acons) ; procu S replace - ntproJect ......................................... Sony o
SURsystemupgrade(TMAPuIaandTMADubrovmk) ........................................... Sony Soie
"Relocation or administr. equipment from new techn.room OTE toold 2012 2014
techn.room TTE
Project of muldimedia equipment upgrade in conference rooms - 2012 2013
o, tormgroomu pgradeat o oy o
Fire alarm system replacement project (RS Kozjak, ATC Rijekaand - 2012 2013

ATC Loginj)
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Plans for investments in coming years
Projects scheduled for implementation during 2014:

Project name Start Operational
CCL centralised technical monitoring and control system Before 2012 2017
ACC/TMA VHF/UHFradlosystemexpan5|onpr0Ject ....................................... o o
'RRL replacement project at Zagreb ACCand Split TMA Before 2012 2015
'CCL MW link transmission network development Before 2012 2015
P ||d|ngrenov atlonprOJeCt .................................................................. e o
g eX|b|eu5eofa|rspace(FUA)prOJec L e o
PrOJeCtOfAFTN/C|D|NupgradetoAMH e L S
CroATMSupgradetocooPANs ............................................................................ e o
Procurement of consoles for simulator and COOPANS Before 2012 2016
'Modernisation and replacement of VCCS and emergency VCS systems Before 2012 2015
'New ACC building and TWR infrastruct. adapt. As a part of CroATM  Before 2012 2014
modern.
EmergencyATMsystem|mp|e - ntat|onproJec e oy o
Project of modernization of AIM system and MET data processing - 2012 2016
system
N (be acons)procu S ndreplace mentprOJeCt ......................................... Sory o
Centrahsedmon|tor|ngroomupgradeatATCPuIa ................................................ oy o
Fire alarm system replacement project (RS Kozjak, ATC Rijekaand - 2012 2014

ATC Loginj)




OPERATIONS AND INFRASTRUCTURE

e et
e
I‘l-!i‘l‘lll g
mllill ey
“ll“"lll!ll!l\‘lll«_ “
£azeer ﬁuu_ :
i e




24

CROATIA CONTROL LTD ANNUAL REPORT 2013

5. Safety, Quality and
Security

Air traffic safety is given the highest priority in Croatia Control.

To further improve the quality of service provided to our users, a Central
Safety and Quality Office has been established at the corporate level,
reporting directly to the Director General.

The Central Safety and Quality Office covers the areas of:

= Safety management
= Quality management
= Security management

= Internal control and auditing

5.1.  Safety Management

5.1.1. Safety Management System

Safety management system (SMS), including a safety management function has been in place since
01.01.2007. A Safety Committee, which is the highest corporate body responsible for safety issues,
meets on a monthly basis and it consists of Director General, Division Directors, Executive Directors
and Safety Manager.

The main component of the SMS is the Safety Management Manual which defines the SMS organisa-
tion and processes as well as basic SMS procedures, in order to comply with the SMS requirements
laid down in national regulations, Single European Sky requirements, EUROCONTROL Safety Regula-
tory Requirements (ESARRs) setting out European safety standards.

Intensive SMS-related activities were undertaken in CCL during 2013. These included:

= Safety Occurrence Reporting
and Investigations;

Safety Surveys;

Safety Assessments;

External Services Safety Impact;
Safety Monitoring;
Competence Assurance;

Safety Promotion;

Safety Records;

FY¥F ¥V F V¥V

SMS Documentation
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5.1.2. Safety Performance Indicators

As per Regulation No. 691/2010 and 390/2013 on performance scheme, there are 3 KPIs in the safety
key performance area:

a) the effectiveness of safety management (Safety Maturity);
b) the application of the severity classification of the Risk Analysis Tool (RAT);
¢) the reporting of just culture.

During 2010, 2011, 2012 and 2013 these KPIs were discussed between CCL and Croatian Civil Avia-
tion Agency (CCAA). Relevant EU-wide targets, as well as those at national level, have not as yet been
set. In 2011, European Commission, EASA and EUROCONTROL elaborated the metrics related for the
above mentioned KPlIs, allowing for subsequent setting of adequate performance targets.

Based on EUROCONTROL concept and guidance, the new methodology for the Safety Maturity Study
was applied in 2011, in which CCL took part as well.

In investigating/analysing the occurrences, CCL has used the ESARR 2 classification for years be-
cause it is a part of national regulation which has applied the matrix from ESARR 2 guidance material
EAM2GUI1, which means that two types of occurrences are being dealt with (those relating to safe a/c
operations and those relating to the ability to provide safe ATM services).

During 2012 and 2013, CCL took part in RAT training for safety and quality staff. CCL plan for RAT us-
age (ATM ground element) is in line with Union-wide targets for 2017 and 2019.

A list of occurrences, including their classification, causes and other relevant data for 2013 was sent
by National Aircraft Accident/Incident Investigation Agency to EUROCONTROL by means of Annual
Summary Template Report. Regarding the just culture, it has been disseminated to the staff and the
Management through safety promotion workshops in order to develop a culture in which front line
operators and others are not punished for actions, omissions or decisions taken by them that are
commensurate with their experience and training but where gross negligence, wilful violations and
destructive acts are not tolerated (as per the definition laid down in the Regulation (EU) 390/2013).
Such approach makes employees accountable for deliberate violations of the rules but encourages
and rewards them for providing essential safety-related information not blaming or punishing them
for “honest mistakes”.

CCL has developed Action plan for compliance with SES Il regulatory requirements in the area of SMS.
It is based on the results of an existing gap analysis report.

This Action plan sets out the actions to be completed by CCL in order to continue their transition
towards full compliance with SES Il regulatory requirements. In fact, this is a progression from EoSM
level 3 (C)(implementation) to level 4 (D) (managing and measuring) by the end of 2019.

In 2013 CCL's safety activities were focused on the following objectives: improvement of effectiveness
of safety management and minimise the number of serious incidents.

5.1.3. International Safety Activities

As part of its commitment to safety, CCL participates in a number of safety projects at the European
level.

Focusing its outcomes on the needs of SES and SESAR, EUROCONTROL's European Safety Programme
(European Safety Programme — ESP-Plus) aims to facilitate SMS regulation support in the deploy-
ments required by the European ATM Master Plan from now until the end of 2014. ESP-Plus has been
used to guide CCL SMS activities and many of its objectives have been successfully implemented in
CCL.
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During 2013, CCL continued its active role in a number of international initiatives and processes in
the safety domain, including the participation of its representative in EUROCONTROL Safety Team
(comprising the safety managers of European air navigation service providers).

As a part of its contribution to the FAB CE Implementation Phase, CCL has actively participated in the
Safety Sub-Committee.

5.2, Quality Management

Quality Management System (QMS) has been established,
documented, applied and maintained by CCL, in compli-
ance with the requirements of the international standard
ISO 9001:2008. The certificate was issued to CCL by Bureau
BUREAU VERITAS Veritas Croatia.

Certification

1S0 9001

The scope of activities covered by ISO 9001:2008 certifi-
cate includes the provision of all four services (ATS, CNS,
AlS, MET).

All these services are managed in compliance with applicable national and international standards.
The criteria for efficient management of CCL's business processes are set by the Quality Management
Manual, while the services provided to the users are described in relevant operating manuals.

The Company Management ensures, by means of the established Quality Policy, that the user require-
ments are identified and complied with in order to increase their measurable satisfaction.

The quality of CCL's services is granted by an integrated QMS, which is periodically reviewed and as-
sessed for its long-term suitability, adequacy and effectiveness.

During 2013 CCL continued to upgrade QMS. CCL has established and applied British Standard for
occupational health ‘BS OHSAS 18001:2007. This standard will enable better health and safety of em-
ployees with a better focus on economic goals.

5.3.  Security Management

CCL contributes to maintaining high levels of security in air transport.

During 2013 CCL continued to upgrade its SecMS in all key areas. Security Management Manual and
all derived documents were revised according to the National Programme for the Protection of the
Civil Aviation. The register of the CCL critical infrastructure has been compiled and measures for the
protection it in a prescribed way have been put in place. The measures and rules regarding coopera-
tion in security matters with a big provider of CCL services (hosting some of CCL critical infrastruc-
ture) have been successfully agreed upon and the respective Agreement is to be signed.

Apart from CCL personnel, security awareness campaign has been widened to include the employees
of outsourcing companies providing long-term services to CCL.

The following key activities were also undertaken as a part of CCL Security Management System dur-
ing 2013:
= ensuring the security of personnel and facilities;

= ensuring the protection of operative and administrative data and systems (risk assessment was carried
out and appropriate measures taken for CCL services which are accessible via internet);

= ensuring coordination between military, police and civil authorities to secure airspace against acts of
unlawful interference.



SAFETY, QUALITY AND SECURITY

54.  SES Certification and Safety Oversight

In March 2009, CCL was certified by the
Ministry of the Maritime Affairs, Trans-
port and Infrastructure, in accordance
with the Regulation on the Terms and
Conditions for the Certification of Air
Navigation Service Providers, which
is compliant with SES legislation, in
particular with the EC Regulation No.
550/2004 (as amended by the Regu-
lation No. 1070/2009), Regulation No.
2096/2005 (as amended by the Regu-
lation No. 1035/2011) and Regulation
No. 1315/2007 (as amended by the
Regulation No. 1034/2011).

Afterwards, an extensive safety over-

sight programme was undertaken by

the Croatian Civil Aviation Agency in
which CCL contributed by allocating significant resources in order to facilitate the relevant audits.

In August 2013 CCL was re-certified by the Croatian Civil Aviation Agency in accordance with SES
regulations.
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6. Additional Services

In addition to air traffic management, which consists of air traffic services, flow management and
airspace management, CCL also provides aeronautical meteorology and aeronautical information
services.

6.1.  Aeronautical Meteorology (MET)

During 2013, there were many
changes in CCL MET Division: real-
location of MET staff and centraliza-
tion with integration of forecasting
services with some new or extend-
ed MET products (TREND, AD WRNG
and TAF).

An improved operational connec-
tion is also achieved with the other
services within the CCL owing to
the new operational system ,Visual
Weather”,

MET Division has organized an edu-
cational training (workshop) which
was also attended by aeronauti-
cal meteorological personnel from
neighbouring countries in the re-
gion and from other MET services in
Croatia.

Due to the new requirements de-
fined by ICAO regarding the English language proficiency for the aeronautical meteorological per-
sonnel, CCL held an English language proficiency refreshment for the aeronautical meteorological
observers.

CCL MET Division personnel participated in the scientific conference ECAM (European conference on
applications of meteorology).

In accordance with the WMO and ICAO requirements, CCL MET Division developed the system for the
competence assessment for the aeronautical meteorological personnel.

Meteorology:

Finalizing work on MET web page

Becoming training organization for AMP (Aeronautical Meteorological Personnel)
Educational training at the regional level for AMP

Implementation of competence standards for AMP

Project,Bora Dubrovnik” for the EU founds

Participating in scientific conferences

Further strengthening of research, development and educational component of the CCL MET service

¥y ¥y ¥ ¥ ¥ ¥ ¥ ¥

Developing new MET products tailored for ATM
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CCL MET Division is very active in EUMETNET (European Network of National Meteorological Ser-
vices), where there is a specific working group — AVIMET that addresses issues of common interest
within the aeronautical MET domain.

6.2.  Aeronautical Information Services (AlS)

The Aeronautical Informa-
tion Service (AIS) depart-
ment is located in Zagreb
and it provides aeronauti-
cal data and information
necessary for the safety,
regularity and efficiency
of both international and
national air navigation in
Croatian airspace.

It had been certified to
ISO 9001:2000 and 1SO
9001:2008 standard from
2005-2011. Current CCL
certificate for all services,
including the AIS, con-
firms compliance  with
the requirements of ISO
9001:2008.

The AIS department consists of:

= International NOTAM office, operational 24 hours a day;

= Publications office.

Charts are prepared by the Aeronautical navigation, procedure design and cartography department
located in Zagreb. Preflight briefing is provided by the ATS reporting offices (ARO) located at each
aerodrome where the Aerodrome Control Service is available.

The Croatian AIS provides all elements of the Integrated Aeronautical Information Package - IAIP
- (AIP AMDT/SUP, AIC, NOTAM and PIB, a list of valid NOTAMs and checklists) and additional publica-
tions such as VFR Manuals and VFR Chart with recommended VFR routes. All products are available
in English or as bilingual publications, except for AICs series B that are in Croatian, which are for that
reason distributed only in Croatia.

Since late 2007, AIS department has fully migrated to the European Aeronautical Database (EAD),
where all aeronautical information is available in electronic format via the EAD SDO, INO and PAMS
modules. All the elements from the IAIP are based on the same data source in the database (SDO),
except for charts that are currently provided from a separate source and as such incorporated in the
eAlP. The electronic AIP of the Republic of Croatia has been available, both in English and Croatian,
since early 2012. The preparation of eAlP related charts using the EAD chart module has commenced
at the end of 2013 and follows a gradual implementation plan for finalization by the end of 2015.

The ATS reporting offices (ARO) are using a local system NOTAM database for the pre-flight briefing
and combine it with other relevant documentation for the briefing purposes.

Further evolution of the Aeronautical Information Services is planned through the CroQADI project
stated under 4.6.3, and the Project of modernisation of the AIS Data Base stated under 4.6.6.

Aeronautical information is also provided for reference purposes through the CCL / AlS's web pages
and a link to the EAD.
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/. Performance

7.1, Traffic

CCL reported a total of 494,217 IFR GAT operations in 2013, which is a 0.43% decrease compared to
2012.

Even though STATFOR calculations anticipated yet another increase in 2013., (4,4% to 2,4%) con-
sequent revisions of the STF reduced the ratio to 0,1% decrease. However, traffic has increased in
certain summer months, up to 4% in May, June and August, while the busiest day has grown by 10%.
Obviously, as an ANSP we need to be prepared for the extremes, and this particular day was handled
with minor delays only, due to good preparation and delivery.
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2013 -043%  494.217

2012 -0.25%  496.242

2011 +88%  497.492
5 2010 +89%  457.205

2009 +20%  419.826

2008 +6.7% 411.553

2007 +16.9%  385.594
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No. of operations
LDZOTOT Recorded IFR-GAT movements per year

7.2.  Delay

In 2013, the delays were reduced by three times compared to 2012, when the same result was
achieved as an example of successful operationalization of high quality plans and a good preparation
for the summer season.

The delay reduction in 2013 is a direct consequence of the actions prepared for the summer 2013,
and to a lesser part, a consequence of a further reduction in the number of operations. Mentioned
actions include a successful social dialogue, staff contribution to the improvements, the optimisation
of DFL and staff roster, and greater flexibility in sector configuration management.
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The delay figures achieved in 2013 have surprised even the dyed-in-the-wool optimists, as the 0,09min/
flight is a milestone improvement compared to some of the previous years. This is a result of a con-
tinuous effort in a number of operational improvements, from airspace to the flexible roster.

This achievement, depicted in the picture above, is finally seen as a result of continual systematic plan-
ning. At the same time, keeping the momentum, planning and provisions for the coming period oblige
us to allow for greater delays in the coming years, due to a significant number of retirements, as well
as the forecasted traffic development, generated by the recovery in the economy, membership in EU
and increased demand for flights to Croatia as a tourist destination. Continuous rise in the summer
peaks, followed by further drops in winter lag, significantly increase the price of capacity in Croatia.
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Capacity improvements

Zagreb ACC baseline capacity has grown by 7% in 2013 and now amounts to 142 IFR GAT operations
per hour.

This increase of ACC capacity is the result of many combined efforts explained above.

All these achievements contributed to finally closing the capacity gap which was evident in the pre-
vious years. We are now facing a further challenge in keeping the performance within the planned
and set limits.

LDZOCTA - Reference capacity profile and alternative scenarios
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7.3.  Service Units and Unit Rate

Following a significant 2011 increase (+12.7%) and given the highly adverse both regional and EU
wide air traffic development during 2012, the Company still managed to increase its 2013 traffic per-
formance by +1.0% (on top of 2012 +2,8%), reaching a historical growth of approximately 1.69 million
of en route chargeable service units provided to the airspace users.
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In regard to terminal traffic activities, CCL continued its upward service units generation trend. Dur-
ing 2013, CCL managed to further increase the total number of terminal chargeable service units by
4.4%, reaching a historical growth of approximately 38.9 thousand.

Given the expected 2013 traffic development, with a view to ensure necessary resources for 2013 CCL
investment peek (i.e. CroATM/COOPANS strategic project) and with the focus on delivering the re-
quired additional capacity, all associated with a required level of safety, an increased total budgeted
2013 en route cost base was proposed (and subsequently accepted by EUROCONTROL governing
bodies), resulting in en route unit rate budget being increased by approximately 7,5% at level of HRK
311.4 (EUR 41.99).

The following picture shows further evidence of the Company’s budgeted unit rates trend.
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Despite the explained necessity of hiring additional resources in terms of 2013 cost base (for the pur-
pose of financing such a complex and significant investment cycle, as well as for required capacity
performance with the expected level of safety), CCL still managed to excel a highly competitive and
cost efficient performance during 2013. As result of such efficiency, as was the case during the previ-
ous consecutive periods, Croatia has managed to offer a provision of ANS at a highly competitive en
route unit rate (i.e. unit price) during 2013. According to the final budgeted figures of en route unit
rates for 2013, the following are the values for the Republic of Croatia and the region.

80

70

60
50
40

30

20

10

0

CRO A B C D E F

2013 budgeted en route unit rates

EUR

Furthermore, regarding the en route Company performance, recorded developmentin 2013 terminal
traffic was accompanied with budgeted 2013 terminal unit rate stability which was reaching EUR
211.3 per a single terminal service unit, applied over the single Croatian terminal charging zone (i.e.
all terminals).

7.4. Costs and Income

Even though the Company has developed and
provided significant and additional capacity to its
users, with continuous and substantial cut down
of level of en route ATFM delay during 2013 (-67%),
which was all additionally supported by increased
service unit provision during 2013, the Company
has still significantly managed to control its actual
total cost incurred during 2013 (when compared
to 2013 total cost forecast which was initially
presented and approved by the relevant EURO-
CONTROL and/or EC governing bodies and sys-
tem stakeholders), which resulted in total actual
2013 costs incurred in amount of EUR 84.4 million.
The aforementioned cost development proves to
be even more disciplined given the even further
increased 2013 traffic seasonality (on top on in-
creased seasonality recorded in prior periods) and

the highest investment cycle activities focused on
modernisation and upgrade of the existing Croatian air traffic management system.

Furthermore, the Company has managed to maintain and preserve its regional (as well as EU wide)
competitiveness in terms of cost efficiency, all supported by en route unit rate, planned and charged
to airspace users for the provided ANS during 2013.
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Most important part of the Company'’s total cost base relates to staff costs (making approximately 2/3
of total costs), which due to implementation of sustainable capacity development initiative (67% cut
in delay over the 2012 level) resulted in the recorded 6,9% increase compared to 2012.

During 2013, the Company incurred approximately 12.3% increase in other operational costs over
the 2013 plan, due to investment cycle peek and finalization of major long-term, strategic, complex
and multinational project (CroATM/COOPANS) with all its direct and indirect influence on the Com-
pany’s use of other operating resources. Furthermore, the aforementioned plan that was surpassed
by 12.3% through the usage of Company’s other operating resources was a consequence of substan-
tially intensified FAB CE implementation activities, highly intensified dynamics in delivering on BH
ATM transition project, (historically the highest) receivables write offs balances and increase in other
operating provisions.

Decision made by COOPANS partners in terms of activating the total of COOPANS related investment
(instead of partial assets activation), further supported by additional savings earned while finally
negotiating 2013 projects’ contract prices, all resulted in approximately 5% decrease in 2013 actual
depreciation costs incurred compared to 2012.

Financial expenses accounted to approximately 2% of the Company’s total costs and reported ap-
proximately 6% of increase due to the increased level of Company’s debts used for financing mayor
part of the aforementioned CroATM/COOPANS strategic investment.

100, 1004

90-| 90

80-| 80

70-| 704

S 601 5 60

g 50- 5 50

= 40 40

30+ 30

20-] 204

10-| 10

0- 0l

2012 2013 2012 2013
[ staff costs Other OPEX Depreciation [l Fin. exp. M En-route Terminal Other

Total costs development (@2013 average FX rate) Total revenues development (@2013 average FX rate)

Given the highly competitive and cost efficient performance (regionally and EU wide) and due to
the further developed significant and additional operational capacity (associated with substantial
delay reduction over the 2012 performance), and even though the 2013 traffic seasonality have fur-
ther intensified (which puts extreme pressure over the available capacity and resource planning), the
Company still managed to earn around EUR 84.8 million in total revenues (presenting 8.0% increase
as compared to the preceding period).

En route charges (inclusive of those charges earned for the ANS provision within the Bosnia and
Herzegovina [BH] airspace) accounted for approximately 86%, terminal charges accounted for ap-
proximately 10% while other income accounted for approximately 3.5% comprising mostly non-cash
reversal of long-term provisions and unrealized positive foreign exchange differences.

7.5.  Cost Effectiveness

European ATM performance is regularly monitored by the Performance Review Unit (PRU). PRU’s fi-
nancial cost-effectiveness indicator gives an indication of how well air navigation service providers
are performing in providing a cost-effective service.
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According to the ATM Cost-Effectiveness (ACE) 2012 Benchmarking Report dated April 2014, Pan-
European system-wide gate-to-gate ATM/CNS provision cost per composite flight-hour (“CFH") in-
dicator was EUR 443. During the same period, the Company performed 20.3% more cost effectively
compared to European system average (i.e. CCL's ATM/CNS provision cost per CFH amounted to EUR
353). Presented performance pushed the Company on the very edge of the bottom quartile, meaning
that the Company joins the group of 25% best performing companies given the above mentioned
indicator.

Gate-to-gate ATM/CNS
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Comparison of the financial gate-to-gate cost effectiveness indicator; 2012
In 2013, CCL achieved the following performance indicators:
Financial stability, indebtedness and liquidity indicators 2012 2013
1. Coverage of fixed assets and inventories by equity capital and long- 113 126
term sources ’
2. Share of equity capital in the sources of funding, in % 51.03 47.86
3. Debt factor, number of years 5 6
4. Total asset turnover coefficient 0.67 0.68
5. Overall liquidity coefficient 2.05 3.08
6. Time of collection of short-term receivables, in days 62 57
7. Inventories, in days kept 2 2
Business performance indicators 2012 2013
1. Total income-expenditure ratio 1.01 1.00
2. Profit/loss share in total income, in % 0.73 0.28
3. Profit/loss share in assets, in % 0.49 0.19
4, Profit/loss share per employee, in HRK 5,826 2.454

Source of data: Financial Agency - FINA, BON - 1 Form - Creditworthiness Information
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8. Human Resources

8.1. Human Resources Management Policy

Croatia Control Ltd. pays special attention to human resources management, with a training system
geared to ensure training, acquiring and continuous maintaining of competencies and experience in
a way to achieve international and national standards. The Company employs the staff with adequate
qualifications, to enable safe, high quality and continuous provision of services

8.2.  Employees

In 2013, the total number of employees in the Company was 705, out of which 500 were male and
205 were female employees. The total number of employees who left CCL in 2013 was 59. Pursuant to
valid regulations and the Retirement Plan, 56 employees retired in 2013.

\“ @ AirTraffic Management Division 499
’ \ Technical Division 90
7 O 5 @ Human Resources Management, Legal & Financial Division 73

@ Aeronautical Meteorology Division 28
@ Director General's office 11
@ Wilitary Operation Division 4

Air traffic controllers and on-the-job trainees make the largest share of the workforce. Their numbers
at different operational units are shown below

Location ATCOs ATCOs with other assignments

Zagreb ACS 88 11
ZagrebAPS ............................................................................... 1 7 ............................................. 0 ................................
ZagrebADVTWRZO ............................................. 0 ................................
....... O SIJekATC30
....... P u|aATc174
....... 5 pht/BraéATczgo
ZadarATCzo ............................................. 2 ................................
....... D UbrovmkATC186
....... R UekaATCSZ
....... |_ ostATCZO
ATcosonotherdutlesmATMDIV'Slon24 ............................................. 0 ................................



HUMAN RESOURCES

8.3. Employment and Recruiting

Croatia Control Ltd. is fully committed to the princi-
ple of equal opportunities and dignity of every indi-
vidual in its recruiting and employment policy.

The selection of candidates for air traffic controllers,
administrative and assisting aeronautical staff was
conducted in compliance with the predefined test-
ing procedures. The FEAST (First European Air Traffic
Controller Selection Test) program was used for the
recruitment of air traffic controller candidates.

The selection of candidates for technical and admin-
istrative staff was conducted in Croatia Control Ltd.

8.4. Training

The Basic Training for ATCO trainees was
conducted at the Faculty of Traffic and
Transport Engineering, University of Za-
greb.

A group of 14 ATCO trainees completed the
ADI/TWR Rating Training in Deutsche Flug-
sicherung (DFS) and started with the Unit
Training at particular units.

The second group of 10 ATCO trainees com-
pleted the ACS/RAD Rating Training at En-
try Point North (EPN) and started with the
Unit Training.

Seven ATCOs with a licence and APS/RAD
rating/endorsement from Zagreb TMA,
Zadar and Pula started with the Unit Training for the ACS/RAD rating/endorsement at the Zagreb
ACC, which is planned to be completed in 2014.

Five air traffic controllers completed the ACS/RAD Unit Training at the Zagreb ACC, and acquired li-
cences with relevant ratings and endorsements.

The Transitional Training for the work with the new COOPANS ATM System (according to the Training
Plan CroATMS to COOPANS) started in the last quarter of 2013 for all ATCOs from the ATCC Zagreb,
ATCC Pula, ATCC Zadar, ATCC Split and ATCC Dubrovnik, which is scheduled to be completed by 14
February 2014.

Staff development, refresher and emergency training courses were provided either by Croatia Control
Ltd. or in cooperation with DFS, EPN and the EUROCONTROL Training Institute in Luxembourg (IANS).

All training plans (for ATCOs, ATSEP and all other staff) comply with current EU regulations.
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9. Outlook and Priorities for
2014

In 2014, CCL will be faced with challenging and important activities. Besides the short-term goals
and priorities, CCL plans to undertake some activities of paramount importance for CCL’s strategic
orientation. The goals and priorities for 2014 comprise of the following:

= Organizational structure

- start of a change of the organizational structure, including a new collective agreement, was planned
for 2014;

= COOPANS harmonisation

« final step towards harmonisation of five ANSPs was planned with setting in operations the new ATM
system for 2014;

= Transition of BH airspace

« In the first phase of the transition that was planned for 2014, BHANSA plan take over the air traffic
services in the most part of the lower BH airspace (below FL325). The project includes the participa-
tion of BHANSA, CCL and SMATSA.

» FAB CE:

- development of FAB CE Performance Plan for the second reference period (RP2), establishment of
FAB CE common entity and cooperation in the FAB CE bodies and projects;

= Safety
« continuing improvement of SMS effectiveness and maturity,
~ Capacity
«  further improvement of ATFM en route delay performance and
+ furtherimprovement of baseline capacity,
= Environment
« continuous improvement of routes and network efficiency,
> FUA
+ continuation of implementation of Airspace Management Cell,
= Quality management systems:
« introduction of environmental management system based on ISO 14001 standard,
= Meteorology:
« continuous improvement of the quality of MET services,
= Cooperation with the Ministry of Defence of the Republic of Croatia

- development of general contract with the Ministry and continuous fulfilment of the Ministry’s re-
quirements while respecting the predefined operational requirements and preserving the highest
level of airspace safety,

= Human resource management

« continuous process of staff education with the aim of fully delivering the required service quality to

airspace users.
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10. Financial Statement
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NDEPENDENT AUDITOR'S
REFORT

To the owners of the company CROATIA CONTROL Ltd, Velika Gorica

1. We have audited the accompanying annual financial statements of the company CROATIA CONTROL
Ltd., Velika Gorica, Rudolfa Fizira 2 (“the Company”) for the year ended 31 December 2013, which com-
prise the Balance Sheet/ Statement of Financial Position as of that date; the Statement of Comprehen-
sive Income; the Statement of Changes in Equity and the Cash Flows Statement for the year then ended;
and the accompanying Notes to the Financial Statements which concisely set out the principal account-
ing policies and other explanations.

Responsibility of the Company’s Management

2. The Company’s Management is responsible for the preparation and fair presentation of the enclosed
financial statements according to the International Financial Reporting Standards effective in the Euro-
pean Union and also those internal controls which are determined by the Company’s Management as
necessary to enable the preparation of the financial statements free of material misstatements whether
due to fraud or error.

Responsibility of the Auditor

3. Our responsibility is to express an opinion on the enclosed financial statements based on the audit

performed. We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance that the financial statements are free of material misstatements.
An audit includes performing of procedures to obtain audit evidence supporting the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judg-
ment, including the assessment of the risks of material misstatements in the financial statements,
whether due to fraud or error. In making these risk assessments, the auditor considers internal
controls relevant to the Company’s preparation and fair presentation of the financial statements
in order to conduct audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of internal controls. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by Company’s Management, as well as evaluating the overall presentation of the
financial statements.

We believe that auditing proof and evidence collected by us are sufficient and suitable as the basis
for expressing our opinion.

Opinion

4. Inouropinion, the enclosed financial statements, in all significant terms of reference, truthfully and fair-
ly present the financial position of the Company as at 31 December 2013, and its financial performance
and the cash flows of the Company for 2013, according to the Accountancy Act and the International
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Financial Reporting Standards effective in the European Union.

Opinion on the adjustment to other legal and regulatory requirements

5. The Company’s Management is responsible for the preparation of the annual financial statements of
the Company for the year ended 31 December 2013 in prescribed form on the basis of the Regulation
on the structure and content of annual financial statements (Official gazette No 38/08,12/09,130/10)
and in accordance with the other provisions which regulate the operations of the Company (“Standard
Annual Financial Statements”).The financial information set out in the standard annual financial state-
ments of the Company are in accordance with the information stated in the annual financial statements
of the Company shown on pages 4 to 40 which are the subject of our opinion, as set out in the section
Opinion, above.

Opinion on adjustment to Annual statement

6. The Company’s Management is responsible for the preparation of the Annual statement of the Com-
pany. As a result of the provisions of article 17 of the Accountancy Act, we are obliged to express an
opinion on adjustment of the Annual statement of the Company with the annual financial statements
of the Company. In our opinion, on the basis of the performed audit of the annual financial statements
of the Company and the comparison with the Annual statement of the Company for the year which
ended 31 December 2013, the financial information set out in the Annual statement of the Company,
approved for their issuance by the Company’s Management on 21 March 2014, are in accordance with
the financial information set out in the annual financial statements of the Company set out on pages 4
to 40 which were the object of our opinion, as set out in section Opinion, above.

In Zagreb, 21 March 2014

BDO Croatia d.o.o.

Trg J. F. Kennedy 6b
10 000 Zagreb

Darko Kari¢, certified auditor Zdenko Balen, member of the Management

43



CROATIA CONTROL LTD ANNUAL REPORT 2013

STATEMENT OF INCOME / STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2013

Interest income, foreign exchange gains, dividends and

similar income from non-related parties and other 3,714,739 816,765
entities

Financial income 3,714,739 816,765

Interest expenses, foreign exchange losses and similar
expenses from non-related parties and other entities

Financialexpenses o (11414852)  (9185911)
TOTALINCOME 642,196,250 594,760,295
TOTAL EXPENSES (639,086,367) (588,771,483)
_PROFITBEFORETAXATION 3109883 5988812
Profit tax (1,301,259) (1,642,546)
PROFITFORTHEPERIOD 1808624 4346266
NET OTHER COMPREHENSIVE INCOME FOR THE ) )
PERIOD

COMPREHENSIVE INCOME FOR THE PERIOD 1,808,624 4,346,266
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BALANCE SHEET / STATEMENT OF FINANCIAL POSITION
As of 31 December 2013

At 31 Dec At 31 Dec
2013 2012
in HRK in HRK
ASSETS
Concessions, patents, licenses, merchandise and service 48,860,783 59,501,785

brands, software and other rights

Advance payments for the acquisition of intangible

assets
T
oo NS QU IR
0 i e
s RO I,
e tioman i
Instruments, facility inventories and transportation assets 8,164,837 10,155,257
pments Bl o snnpaeon net s
i o e

Loans, deposits and similar assets - 40,378,900
Other|ong-termf|nanc|a|assets ................................................................................................ _535577
Fmanc.alas s ets ............................................................................................................................. — 40’914’477 .

LONG-TERM ASSETS 639,064,148 663,006,555

OFF-BALANCE SHEET NOTES

454,784,989

532,461,683
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At 31 Dec At 31 Dec
2013 2012

38,481,567 45,313,181

1,808,624 4,346,266

Provisions for pensions, severance pays and similar
liabilities

Deferred settlement of charges and income
deferred to future period

OFF-BALANCE SHEET NOTES 454,784,989 532,461,683

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2013

At 31 December Distribution Profit for the At 31 December

2011 of profit current year 2012
e UHRK  nHRK  inHRK i HRK
Basic (subscribed) capital 352,759,600 - - 352,759,600
T R 48’822’120 ............................. Y N 48’82 2’ 50
Retamedearnmgs ................................. 34,000’000 .......... 11313181 ............................. e 45,313,181
Proﬁtforthecurrentyear 11’3131181(1113131181) ........... 4134612664’3461266

Total 446,894,901 - 4,346,266 451,241,167
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Distribution Profit for the
of profit current year

Basic (subscribed)capital

0

4,346,266  (4,346,266) 1,808,624 1,808,624
451,241,167 1,808,624 453,049,791
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CASH FLOW STATEMENT

Total increase in cash flow from operating
activities

Total decrease in cash flow from operating
activities

CASH FLOW FROM INVESTING ACTIVITIES

Cash outflows for purchase of long-term tangible
and intangible assets

Cash inflows from the loan principals, debentures, 41,486,387 166,973,047
credits and other borrowings

CASH AND CASH EQUIVALENTS AT BEGINNING 73,449,690 65,589,955
OF PERIOD

CASH AND CASH EQUIVALENTS AT END OF
PERIOD

INCREASE IN CASH AND CASH EQUIVALENTS 7,859,735
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11. Abbreviations

ACC Area Control Centre
ACSAreaContro|5erv,ce .................................................................................................................
ACE ............................. A,r TrafﬁCManag em ent Cost_E ffect| Ve n ess ........................................................................
AISAeronaUtlcalInformatlonsemces ........................................................................................
ANSA|rNaV|gat|onSerV|ce5 ............................................................................................................
ANSPA|rNaV|gat|onSerwcesprowder ...........................................................................................
APPApproachcontro|Procedure ..................................................................................................
APS ............................. ApproaChContmlsurve”ance ..............................................................................................
ARN ............................ Aeron a ut,ca| rOUte : network ....................................................................................................
AROATSReportmgofﬁce .................................................................................................................
ATCA|rTraff|cContro| .......................................................................................................................
ATCOA|rTraff|CC0ntro||er ..................................................................................................................
ATM ............................ A,r TrafﬁCManag ement ............................................................................................................
AT5A|rTraff|cserV|ces .....................................................................................................................
CCLCroatlacontrOIleltedHKZP ..............................................................................................
CNSCommumcat,onNav,gat,onandSurve,”ance ..................................................................
COOPANSCooperatlonbetween ANS pro\,,ders ..................................................................................
CrOATMPCroatlanAerrafﬁcManagementProject ............................................................................
CroATMSCroat,anA,rTraff,cManagementsystem ............................................................................
DFLD|V|S|onF||ght|_eve|5 ................................................................................................................
DMED|StanceMeasurmgEqu|pment ............................................................................................
EADEuropeanAeronaut|ca||nformat|onDatabase ..................................................................
ECEuropeancomm|SS|on .............................................................................................................
ECAAEuropeanCommonAwat,onArea .........................................................................................
ECACEuropeanc|V||AV,at|onConference .....................................................................................
EUEuropeanumon .........................................................................................................................
FABFunct'ona|A|rspaceB|ock .......................................................................................................
FABCEFABCentra|Europe ....................................................................................................................
|:|R|:|,ght|nformat,0nReg|on .......................................................................................................
HRKCroaUanKuna .............................................................................................................................
|CAO|ntemat,0na|cl\,,|AV,at,onOrgamsat,on ............................................................................
|FR|nstrumentF|,ghtRu|es ............................................................................................................
ISOIntematlonalOrgamsatlonforstandardlsatlon .................................................................
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MET Meteorological services
MWOMeteoro|og|ca|watchOfﬂce ..................................................................................................
NDBNonD,rect|ona|Beacon ...........................................................................................................
NOTAMNOt|cetoA|rmen ........................................................................................................................
B OJT ............................. On . theJOb Tra m éé .....................................................................................................................
PRNAVPreC|S|onRNAV ..........................................................................................................................
PRUPerformanceRewewumt ........................................................................................................
QMS ........................... Qua“tyManagementsystem .................................................................................................
SMS ............................ SafetyManagementSystem ...................................................................................................
STATFOREUROCONTROLStat|St|CS&ForecastmgSerwce ...............................................................
SWC ............................ s,g mflcantweathe rChart .......................................................................................................
TMA ............................ Termma .|4 Ma noeuvrmg Are a ....................................................................................................
TWR ............................ Tower Controwm t(AerOdrome 4 Contro| Tower) ................................................................
UNUn|tedNat|onS ............................................................................................................................
UNMIKUmtedNatlonSMISSIoanOSOVO .........................................................................................
VHF ............................. VerYnghFrequency ................................................................................................................
WAFC ......................... Wor|dAreaF0recastCentre ....................................................................................................
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