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PRB'’s assessment of National / FAB Performance P@rRR1 (2012-2014)

FOREWORD by the PRB Chairman, Mr Peter Griffiths

| have great pleasure in presenting to you theri@gort of the Performance
Review Body of the Single European Sky on natidreB Performance
Plans submitted for the®1Reference Period (RP1: 2012-2014) to address
the performance targets adopted by the Europeanmxsion for RP1.
After three years of work, and for the first sudarming cycle, the results
are significant: there is only a little way to gooarder to reach the agreed
EU-wide targets. The plans will need to be finesmiraccordingly. As you
will recall from public meetings and speeches Idhavade on this subject,

this is just the start. It is a transitional periattd we have much to learn about how we can use
this new programme.

This report presents the PRB’s independent assessnwé individual plans and overall
conclusions, which should become the foundatiorfdture planning. It also gives clues on the
performance objectives that will need to be addmeds future cycles.

The assessments contained herein are compreharsivebjective. They seek to provide an
understanding of the complexity of the task, ad aelfuture opportunities. They acknowledge
the positive contributions and recognise the atieaiswill need further work as the performance
cycle matures. There are also comments on the moot¢he plans themselves. The PRB thanks
everyone concerned for their work and hope that tdyport is taken in the spirit of cooperation
required to build an effective Single European Sky.

I would however like to draw your attention, priorreading the report, to the prevailing macro-
economic climate. All of the States’ economies @amneler pressure to reassess the size of their
public expenses and deficits. Political will andmemic necessity are therefore adding to the
pressures to increase efficiency.

Expectations in the airline industry are high tim¥estments made in previous years will start to
deliver in this, and subsequent reference peribdsefits for capacity and cost efficiency. The
driver for this is that the airline industry is jummerging from the worst economic shock in its
history which, according to IATA figures, has rered\9% of traffic growth.

All of this affects our combined ability to delivahe targets, which is essential for the
sustainability of the industry. The key challengeemothe next three years is to build delivery
mechanisms, which recognise negative trends eadugh, allow agility to contain costs whilst
maintaining performance trend and still deliver tbkanges necessary for future ATM
programmes.

The Performance Plans provide the industry with teels to address these challenges, to look
for opportunities and to enable all concerned tocolree more adaptable to change. We also see
new cooperative mechanisms with the formation afr@ss-boundary service provider in the
Scandinavian region and extensive cooperation mithe FABEC region, which are expected to
start delivering results already in RP1.

In closing, | would like to acknowledge on behdiftioe PRB the personal contribution of all of
the members of the Performance Review Unit who cowt have helped deliver this report
without considerable personal sacrifice by them thed families. This report is a tribute to their
dedication and professionalism.
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Executive Summary

Introduction
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The performance scheme is a fundamental elemetitecEingle European Sky legislative
package (SES Il) that was adopted by the EuropeammnUin 2009 to improve the
operational, environmental and financial efficienaly European Air Navigation Services
(ANS) whilst maintaining safety, and optimisingnihere possible.

The European Commission adopted EU-wide tatdetsthe first reference period (RP1:
2012-14) in February 2011, covering three Key Rarémce Areas: Environment, Capacity
and Cost-Efficiency.

Volume | of this report presents the Performanceié¥e Body’'s (PRB) overall assessment
of national/FAB Performance Plans for RP1, as vesll PRB recommendations to the
European Commission. The PRB’s assessment of dwhViPerformance Plans can be
found in Volume II.

Based on this report, the European Commission pyviipare acceptance letters or draft
recommendations to submit revised plans by end.ZDii4 European Commission may also
wish to take further action. These recommendatioiisbe discussed at the Single Sky
Committee ad-hoc meeting on 24 October 2011.

wide performance targets for RP1 (2012-14)

Safety will continue to be ensured through regulatequirements and, during RP1, safety
will also transition to monitoring using harmonisadicators,

Performance indices (100 in 2009)

+16,7%

~0%

= Traffic
== Unit cost
—=O—Cost
== Emissions

-15%

2009 2010 2011 2012 2013 2014

Figure 1: Impact of EU-wide targets for RP1

Achievement of these targets will have a signiftaarpact on ANS performance, as shown
in Figure 2, while traffic grows +3.2% per annunttie nominal scenario

Commission decision of 21 February 2011 setting Haeopean Union-wide performance targets and alert
thresholds for the provision of air navigation seeg for the years 2012 to 2014 (OJ L 48, 23.2.2p1116).
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The environmental target will ensure carbon-neityraff aviation growth insofar as en-
route ANS is concerned.

The capacity target is designed to avoid majorugisons and indirect costs for airspace
users and their passengers from ANS delays.

The cost-efficiency target, together with the cliveggregime, will secure progressive
improvement in unit rates and maintain route chargsarly constant over the period.

7. National or Functional Airspace Blocks (FAB) Penfamce Plans, consistent with EU-wide
targets as a whole, have to be adopted before Rirts gi.e. by end 2011) or shortly
thereafter if they are subject to a revision. Thels@s and the monitoring of their delivery
are fundamental to meeting the EU-wide targets.

8. The table below gives key figures about nationaBFplans vs. EU-wide targets and
illustrates the narrow gap between them.

EU27 + CH, NO 2014 2012 — 2014
Total traffic 9.8 Million flights
Staff ~ 40.000
En-route ANS charges €6.2 Billion €18.9 Billion
EU Cost efficiency target €53.92
Total of all Performance Plang €55.22 (+2.4%)
Value of the gap €157 M €256 M
EU capacity target 0.5 minutes/flight
Total of all Performance Plans 0.76 minutes/flight
Value of the gap €195 M €922 M
Figure 2: European ANS key data

9. PRB’s overall conclusions

10. The PRB is pleased to acknowledge major progredsefforts made towards adoption of
national/FAB Performance Plans for RP1.

11. For the first time ever, 28 Performance Plans (@onal and 2 FAB) were prepared in a
harmonised way, consulted with airspace users abhdisted by the due date (end June
2011), or very shortly thereafter.

12. Moreover, these Performance Plans collectivelynatdoo far from the EU-wide targets for
RP1. This constitutes a very solid and encouragiage on which to adopt Performance
Plans that meet EU-wide targets.

SAFETY

13. Even though national targets are not mandatorysédety during RP? all Performance

Plans include substantial elements on safety pedoce, such as safety processes,
performance indicators and targets in some cases.

Maintaining ANS costs constant in real termsagsistent with the original policy objective givey then EC
Vice President Mr Barrot to halve unit costs wheffic has doubled.

The performance regulation specifies three KesfoPmance Indicators for safety, so as to fostemuoaised
Safety performance monitoring during RP1. Safetyfqumance was not harmonised enough for the EU.
legislator to mandate adoption of EU-wide safetygdts for RP1. The safety part of national/FAB pléms
therefore essential to address safety performance.
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14. These plans were assessed by the PRB togetheEABIA as to their suitability for safety

performance monitoring during RP1. A number of obsons are made, notably the need
to reinforce the safety capabilities of Nationalp&wisory Authorities (NSA) within the
concerned State or preferably through the corretipgr-AB.

ENVIRONMENT

15.

16.

Even though national targets are not mandatory dovironment during RP1, most
Performance Plans include elements on environmeetdbrmance, but only FABEC and
the Netherlands included performance targets.

The Network Manager will have a fundamental roleeirsuring delivery of the EU-wide
target for environment. Corresponding performanbgaives should be included in the
Network Strategic Plan, to be presented before f@#1s, and adopted with high priority.

CAPACITY

17.

18.

19.

20.

The majority of Performance Plans nearly meet tkérence values provided by
EUROCONTROL for en-route ATC capacity, includingthe densest part of Europe. This
is a major step toward significant improvement led hetwork performance, which can be
further amplified by action of the Network Manag&his action should be identified and
guantified in the Network Strategic Plan.

However, current Performance Plans collectivelyche@.76 min/flight in 2014. This falls
short of the EU-wide capacity target (0.5 min/flighy a relatively small margin in delay
terms, but leads to financially significant consegees for the airspace users. Some €920M
additional delay costs could be saved over RRieifBU target was met.

The PRB’s detailed analysis shows that there apordynities for further improvement in
en-route capacity, and that the EU-wide capacitgetacould be reached through co-
ordinated actions from States, ANSPs, FABs and\iitevork Manager.

No State, other than Italy and the UK, includedhficial incentives on capacity in their
Performance Plans. The PRB in principle welcomesritives. However, the PRB considers
that bonuses should only reward tangible performamprovements. Incentives are an area
that needs further work for RP2.

COST-EFFICIENCY

21.

22.

23.

24,

25.

The EU-wide target for cost-effectiveness is a Beteed Unit Rate (DUR) of €53.92 per
service unit (SU) in 2014. Intermediate targetsfeef012 and 2013 are €57.88 and €55.87
per SU, respectively.

Performance Plans collectively fit within the totalst for 2012 specified in the EC decision
on EU-wide targets for RP1, and are close to tterrimediate DUR value for 2012 (+0.3%).
This constitutes a solid basis on which to staetrééference period.

However, the Performance Plans collectively fatirslof the EU-wide cost-efficiency target
for 2014 by a relatively small margin (+2.4%) inlaleterms. In monetary terms, further
savings of €256M out of a total of €18 900M neetbéamade in order to meet the EU-wide
target and intermediate values over RP1.

The PRB’s detailed analysis shows that there gm@fsiant opportunities to close this gap
in most Performance Plans.

Areas of improvement are identified in the PRB’dailed assessments. Depending on
States/FABs, they include: adoption of refinedfitadnd inflation hypotheses, return on
equity consistent with actual risks borne given pretection offered by the Charging

Scheme regulation (sharing of the traffic risk, amtcollable costs), rationalisation of

investment programmes, convergence towards pedtsicomparator group, and specific
national initiatives.



General remarks

26. The fact that very few of the Performance Plang/fphss all technical checks is to be
expected as this is the first time of such EU-wigeget setting. The gaps in capacity and
cost-efficiency are relatively small and most Perfance Plans clearly identified scope for
improvement.

27. The submission of revised plans by end 2011 givdsrimal opportunity to close the
remaining gaps and collectively agree on PerformaRlans aiming at meeting the EU
targets in 2014.

28. The experience gained by the PRB from assessinge tierformance Plans, and the
knowledge gained of best practices in the StateB#:Avill constitute a solid foundation for
performance monitoring and target setting in theoed reference period.

Recommendations

29. Based on the detailed assessment of the 28 PerioemBlans, the PRB proposes in
Chapter 5 a number of recommendations to closgdpewith the EU-wide targets. It also
proposes some recommendations in order to preparéhé 2 Reference Period (RP2:
2015-2019).



1 Introduction and context

1.1
111

112

1.13

1.14

1.15

This report

This report has been prepared by the PerformaneeeRdBody (PRB) of the Single
European Sky (SES). EUROCONTROL, acting through Rsrformance Review
Commission (PRC) supported by the Performance Revimit (PRU), has been
designated as the PRB until mid-2015 [Ref. i]. his tcontext, the PRB reports to the
European Commission in accordance with the prowssiof Article 3(2) of Regulation
(EU) No 691/2010 (the performance Regulation).

It presents the PRB’s assessment of Performanos Bldomitted by States or Functional
Airspace Blocks (FAB) for the first reference peri(RP1: 2012-2014) under the SES
performance scheme, as well as PRB recommendatiadhe European Commission.

Based on this report, the European Commissionpeipare either acceptance letters or
draft recommendations to revise the plans. Thesenmmmendations will be discussed at
an ad-hoc meeting of the Single Sky Committee o@@thber 2011.

The PRB’s assessment of Performance Plans is baiken into two volumes:
— Volume [: High level report presented in the madrly of this report;

— Volume II: 28 assessment reports, one for eachoBeance Plan. It is attached to
this report.

The remainder of this report (Volume 1) is orgadise follows:

— Chapter 2: PRB’s approach.

— Chapter 3: General assessment of Performance Plans.

— Chapter 4: Summary of National/ FAB Performancen®kassessments.
— Chapter 5: Recommendations.

— Annex I: Assessment methodology.



1.2
1.2.1

1.2.2

1.2.3

124

Adoption of Performance targets and plans for R P1

As the first step in the implementation of the parance scheme Regulation
[Ref. ii], the European Commission adopted EU-wjkrformance targets and alert
thresholds for the provision of air navigation seeg for the first reference period 2012-
2014 [Ref.iii].

As illustrated in Figure 1-1, this decision set® tfollowing EU-wide performance
targets:

— Environment target: an improvement by 0.75% point of the average looi& en
route flight efficiency indicator in 2014 as comgdito the situation in 2009.

— Capacity target: an improvement of the average en route Air Traffilow
Management (ATFM) delay so as to reach a maximum.®fminutes per flight in
2014.

— Cost efficiency target a reduction of the average European Union-widerdgned
unit rate for en route air navigation services fr669.97 in 2011 to €53.92 in 2014
(expressed in real terms, Euros 2009), with inteliate annual values of €57.88 in
2012 and €55.87 in 2013.

Environment Cost efficiency

EU-wide + Network Manager level EU-wide + National / FAB level

Horizontal en-route flight efficiency Average EU-wide determined unit rate for
en route ANS

I 0.75 % point €59.97

€57.88
€55.87 - 3.5%p. a.
> €53.92
2009 2014

2011 2012 2013 2014

Capacity
EU-wide + National / FAB level
Average en route ATFM delay per flight

maximum of 0,5 minutes per flight in 2014

Figure 1-1: EU-wide performance targets adopted byhe Commission

The geographical scope of the
EU-wide targets corresponds
to the airspace controlled by
the 27 EU Member States plus
Norway and Switzerland (29
States) in the ICAO EUR
region, as well as the Canaries
FIR (Spain), Bodg FIR
(Norway) and NOTA/SOTA
(UK/IRL).

This scope is illustrated in
Figure 1-2.

Figure 1-2: Geographical scope of EU-wide targets
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The next steps are related to the preparation dogtian of national/FAB Performance
Plans. These steps are described in Article 1Beperformance scheme regulation and
illustrated in Figure 1-3.

2011

JFMAMUJ J A S OND S

)
—

1
1
] i
C], !
NSA/PRB interaction Review Performance ! :

Plans | '

1

I I
- Meetmgs W|th Member States

*28 29 Sept. 2011: PRB report 0n SSC agenda

*' 24 Oct. 2011 SSC - Adwsory Procedure

*if needed h
1

Figure 1-3: Process and timing of the assessment

1.2.6 As a second step, States were required to prepafferfance Plans at National or
Functional Airspace Block (FAB) level. Section 3l@scribes in more detail this phase
which successfully ended on time, by the end o R01.1.

1.2.7

1.2.8

The third step, which this report addresses, cotleesassessment by the European
Commission, assisted by the PRB, of these nation&AB Performance Plans against
the EU-wide performance targets.

The final PRB report to the European Commissioressag national Performance
Plans will be presented and distributed to Sinddg Gommittee (SSC) members for
consideration at SSC/43 of 28/29 September 2011.

The European Commission will notify those Statessehnational/FAB Performance
Plans are considered to be consistent and contripadequately to the EU-wide
targets as soon as possible. This notification wilbte the key figures of the
Performance Plan which have been agreed and ad@ytide 13.2).

The Recommendations from the European Commissithrbevidiscussed during the
ad-hoc meeting of the Single Sky Committee on 24okEr 2011 (Advisory
procedure). Prior to issuing such a recommendatienEuropean Commission will
consult the States(s) concerned (Article 13.3).

The fourth and fifth steps will apply only for theoStates/FABs who have to revise their
Performance Plan.

The States concerned will have two months at thestaafter the issuance of the
recommendation to revise their Performance Planamlupt revised targets, taking
due account of the European Commission’s viewsthegewith the appropriate

measures for reaching those targets (Article 13.4).

The European Commission will then have 2 months atsess the revised
performance targets (Article 14).



2.1
2.1.1

2.2
2.2.1

PRB’s approach

Support to NSAs

In the first half of 2011, the PRB provided suppamt guidance to National Supervisory
Authorities (NSAs), to assist them in developingitiPerformance Plans and to ensure
that they have access to the relevant data helthéoyPRB and the EUROCONTROL
Agency. This support has taken the form of:

Guidance material for Performance Plans: issuéebruary 2011.

NSA Co-ordination Platform meetings (as well as dsdicated Performance
Working Group) including discussion of the guidamsaterial and progress reports
on the development of Performance Plans.

A web page providing access to data and informadiorthe stakeholder meetings
taking place on the development of the States'dPeidnce Plaris

Bilateral meetings with 23 NSAs, at their requésttween March and May 2011 to
discuss: background data, performance of their A\SRing and process, specific
guestions NSAs may have as well as their plannind expectations for the
Performance Plans.

When draft versions of Performance Plans were dhai@ing these bilateral
meetings, a compliance check was provided against requirements of the
performance scheme Regulation.

Legal requirements

The assessment of each Performance Plan has beéed caut according to the
requirements of the performance scheme Regulafidicke 13 and Annex lll), as well
as the recitals of European Commission’s DecisiOh12121/EU setting the EU-wide
targets for RP1. These stipulate, inter alia, that:

- the Performance Plans are assessed on the badiseotriteria laid down in
Annex Il to the performance scheme Regulation;

— the consistency and contribution of the nationaBRArgets are assessed against
the EU-wide targets;

— the evolution of the context that may have occubetiveen the date of adoption
of the EU-wide targets and the date of assessmkmiheo Performance Plan
should be taken into account;

— the assessment should take into account the lacdkxt, in particular for States
with low unit rates or under the ‘European Suppbtechanism’, such as cost
containment measures already undertaken, plannedtscdor specific
programmes to gain performance improvements incaeeld performance fields,
and specificities including achievements as wefbdares;

- the assessment should also take into account tbgrgss already made by
Member States since the adoption of Regulation (N@)1070/2009 of the
European Parliament and of the Council in the vasikey performance areas
and in particular the cost-efficiency area,;

- the PRB should make recommendations for the revigb national/FAB
performance targets PRB when these targets aredfoumn to be consistent with,
and adequately contributing to, the EU-wide targets

4

http://www.eurocontrol.int/prc/public/standard_p&figpport_to NSAs.html
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2.3

— The Commission will then take a decision after atiaon with the Member
State(s) concerned. This decision will identifygmsely which target(s) has/have
to be revised, as well as the rationale of the C@sion’s assessment.

Principles, methodology, processes and organisa tion

PRINCIPLES

231

The PRB applied the following principles in its essment of national and FAB
Performance Plans:

— Independent assessmenifhe assessment team comprised independent menibers o

the PRB supported by the PRU and consultants bbyrmmbnfidentiality and code of
conduct clauses.

— Evidence based analysisthe analytical framework used information frome th
national/FAB plans, reports and web sites, as wasliverified data, statistics and
forecasts from States (e.g. LSSIPs, SSPs), EUROGINT (e.g. STATFOR,
Network Manager), EASA, International Monetary FiiMF) and EUROSTAT.

— Objective and impartial assessment an objective and predefined analysis
framework was applied consistently to all Plans.

— Transparent and fair processes Transparency and fairness of the processes were

sought by sharing the approach to assessmentsxahaining processes ahead of
submission of Performance Plans, e.g. through ti8A Nplatform. Extensive
guidance material was developed in consultatioln WSAs and other interested
parties and published well in advance. This gaverymne a uniform level of
information as to what was expected, and helpedrersome consistency across the
Performance Plans. This consistency itself madeatier to apply a uniform
approach to all Plans.

— Checking the collective contribution to EU-wide tagets the analysis sought to
identify whether Performance Plans collectively tribe EU-wide targets.

— Proportionality and realism: the Plans were assessed to determine whether they

were proportional and realistic.

— Clear accountability for meeting the targets: Evidence was sought for such
accountability, especially in case of multiple acuimble entities or FAB plans.

METHODOLOGY

2.3.2

The assessment methodology was developed by thesBRibrted by the PRU during
the first half of 2011, in consultation with stakdéders, and was presented at the 42nd
meeting of the Single Sky Committee on 7 July 201His methodology closely follows
the legal requirements presented in Section 2.2veab®lore details about this
methodology can be found in Annex I.

PROCESS AND ORGANISATION

2.3.3

234

The corresponding reference data were assembleds twere developed and the
methodology was tested based on initial plans stiedhiby States for consultation
purposes, prior to the due date for submissionfidfia Performance Plans. A “risk

register” was maintained and regularly shared withCommission to monitor variances
from EU-wide targets.

Upon receipt (see dates in Figure 3-1), PerformdPlems were published on PRB’s
public website, validated and cross-checked agaitisdr independent sources. Where
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2.3.5

2.3.6

2.3.7

necessary, the team contacted the NSAs conceraisddrspecific questions and asked
for clarification. In most cases, these exchangssilted in a formal corrigendum which
was then published on PRB’s public website.

The assessment reports were prepared under PRBn@mé& oversight with regular
meetings and teleconferences of the PRB during Samf011. In order to further
enhance independence of analysis, the PRB Chaiam&members were excluded from
taking part in the deliberations related to theeasment of the Performance Plan of the
State or FAB corresponding to their nationality.

A team of more than 20 dedicated specialists inRR&) worked throughout July and
August to analyse carefully each of the Performdtie@s. The PRB acknowledges, with
gratitude, the dedication, professionalism and cament of each of them. Between July
2011 and mid September 2011, this work represesdee 675 man days.

The PRB takes this opportunity also to thank theAdiSor having submitted the
national/FAB Performance Plans by the stipulateatdiiee and for their support in July
when clarifications were needed.

10



3 General assessment of Performance Plans

3.1 Introduction

3.1.1 The PRB reviewed and assessed all 28 national/F&BPnance Plans for RP1 in detall
in order to advise the Commission as to the camifiob of Plans to the EU wide targets
and, where necessary, to make recommendations\psovements. This chapter presents
an overview at European level:

— Observations on safety and environmental items arfodPmance Plans, as
national/FAB targets for RP1 are not mandatorythiose two KPAs.

— Consolidated views of proposed national/FAB capaamitd cost-effectiveness targets
(bottom-up view) against EU-wide targets (top doxew);

— General observations from the assessment of tHerBPmnce Plans with reference to
SES objectives and legal requirements.

3.1.2 Assessment reports for individual States or FABs loa found in Volume II. Detailed
technical assessment reports of the safety, ermean capacity and cost-efficiency
parts of individual national/FAB Performance Plavil be placed on the PRB web site
after the Single Sky Committee meeting of 28-2%t&mper 2011.

3.1.3 As presented in 2.3.1, the PRB consulted the varldsSIPs, CAA websites, national
legislation and regulations and other publicly &lde sources of information, when
compiling the technical reports for each State.

3.2  Recelipt of Performance Plans

3.2.1 As shown on Figure 3-1, all Performance Plans vi@rmaally sent to the Commission by
the deadline of 30 June 2011 or shortly thereafter

Performance Plans Status Irjei[gigtf Perg)lgrr:znce Status Irjei[gigtf

Austria Final 29 June 2011 Hungary Final 30 June 2011
[Bulgaria 01July 2011 | PIEEGEERN  Final 28 June 2011
Cypris B 30 June 2011| REIA  Final 30 June 2011
Czech Republic Final 28 June 2011 Latvia Final 30 June 2011
Danish / Swedish FAB Final 30 June 2011 Lithuania Final 30 June 2011
Estonia Final 30 June 2011 Malta Final 30 June 2011
IR Provisional | 29 June 2011| RNEIAMEYVAR Provisional | 01 July 2011
Final 29 June 2011 [EEEGERN  Final 30 June 2011

Final 29 June 2011 Portugal Final 30 June 2011

Final 29 June 2011 Romania Final 04 July 2011

Final 29 June 2011| PEEZEGEDNHE — Final 30 June 2011

Final 29 June 2011| PSEZEHER  Final 05 July 2011

[Finland™ T ST 30 June 2011| PBSETR  Final 01 July 2011
Final 21 June 2011 United Kingdom Final 30 June 2011

Figure 3-1: Date of receipt and status of Performare Plans

Pending the transposition of the performance schBegulation into EEA legal order, Norway submitizd
provisional version on 1 July and plans to subniibal version before 24 October 2011.

11



3.2.2

3.2.3

3.3
331

3.3.2

3.3.3

3.34

3.4
34.1

3.4.2

This is a very significant achievement. For thestfitime ever, all concerned States
prepared and adopted Performance Plans for theiN@rigation Services (ANS) for the

next three years under a common framework. Thikided consultation with airspace
users and staff representative organisations. TRB ratefully acknowledges efforts

made by all concerned parties to achieve timelives/.

Most States opted for a national Performance Riacept Denmark and Sweden, which
submitted a DK-SE FAB Performance Plan and the FBBEEates (Belgium, France,
Germany, Luxembourg, Switzerland and The Nethedpmndhich adopted a FAB plan for
safety, environment, capacity and mission effeciss, complemented by individual
national Performance Plans for cost-efficiency. PRB welcomes the FAB approach as
it provided a better indication of what is beindni@ved and suggests that the benefits of
the FAB submissions are further analysed to prorbegt practice from the lessons learnt
of the first submissions for Performance planningaddition, Belgium and Luxembourg
presented a common Performance Plan.

Interdependencies between key performance areas  and targets

The PRB has carefully considered the potentiard#igendencies and trade-offs between
the different KPAs. The most obvious trade-offs bmked to the additional costs and
resources needed to increase ATC capacity.

NSAs have been invited to provide information ire tRerformance Plan on how a
balanced approach has been taken to the proposksl tidRyets. Most Performance Plans
comprise some information, however the justificatie generally of qualitative nature
and does not allow the PRB to fully assess theginiess of the approach.

This is an area to consider for RP2. More infororatand data would be required. In
particular additional quantitative information bdsen cost-benefits analysis of key
investments.

Overall, the PRB notes that the Performance Plaivg g0 improve cost-efficiency and
capacity, while showing a commitment to maintainitoprove the already achieved
levels of ANS safety.

Safety review

The Regulation (EC) No 691/2010 does not requireviidle targets to be set for safety
during the first reference period (RP1), conseduahe Member States are not obliged
to adopt national safety targets and therefore orsaidation at EU level is possible.
Nevertheless, Member States were encouraged tanseinclude in the National/FAB

Performance Plans, their own national safety targetat least the safety indicators for
monitoring safety performance. Safety is a fundaaleconstituent of the performance
scheme and cannot be isolated from it. The PRB ameds that the vast majority of
Member States included a safety part in their Perdmce Plan, as it applies the total
performance approach within the field of ATM/ANShieh seeks to find a balance
across different performance areas (safety, cgpaeihvironment, cost-efficiency,

military dimension) whilst respecting the overrigisafety requirements.

The qualitative assessment of Performance Plangh@rbasis of submitted evidence
within the plans, conducted by PRB and EASA, mawdyified four items related to
safety performance:

— the capability and processes to monitor safetyoperdnce with a focus on NSA (risk
management in relation with the implementation i State Safety Programme
(SSP) and further establishment of the State S&fkety, occurrences reporting and
investigation, data processing and storage, aecebpublication of safety data),

— the safety indicators which will be used for moriitg safety performance in RP1,

12



3.4.3

3.4.4

— the application of safety requirements (NSA resesy@udit/inspection processes,
oversight of safety changes, and cross-border geraants), and

— the interrelation between safety and the otheroperdnce areas.

In terms of risk management, ICAO requires the em@ntation of a SSP at State level
and of a Safety Management System (SMS) at eachPAN&egulation (EC) No
2096/2005 requires the relevant ANSPs to implense®MS. While SMSs have been
implemented in all ANSPs accountable to deliverfgremance in RP1, the SSP
implementation is still at its early stage. SSRs raot consistently available in Europe.
Many Member States have just developed a draft &&Rment and only a few have
either fully implemented it or are advanced in tf&sP implementation (See Figure 3-2).
States are encouraged to give priority to ensuhagthe work on SSP is completed prior
to the start of RP2.

M Exists

O Being Approved

O Under Development
O No Evidence

7

Figure 3-2: SSP implementation status

In addition, even States with an advanced SSP mmgation have not yet fully
established Acceptable Level(s) of Safety (AD)d®r the SSP in accordance with ICAO
Annex 11 requirementsThis is typically explained by a statement tha #pproval of
the State ALoS awaits the development of a commmoean approach to AL&SThe
PRB supports the States’ view and would suggesthigaCommission, supported by the
EASA and EUROCONTROL as appropriate, develop aet®#@tmeans of compliance
for this programme to be deployed prior to RP2.sTikiparticularly relevant for States
that have delegated services to a neighbouringtogpand has high significance to the
maturity of FAB development. The PRB noted that sgfNSPs have established safety
targets for the safety performance indicators theyitor. These ANSP safety targets are
already monitored by the corresponding NSAs. TheB RiRlcomes this approach,
provided these targets are established in accoedaitt ICAO philosophy and EU
aviation regulations. The qualitative safety assess supports the notion that a common
and harmonised European methodology for developnentsafety performance

The concept of ALOS is the combination of sevemf@mance targets that are measured using safdigeiors,

and action plans needed to be performed to actieviargets set.

The guidance to NSAs (regarding preparation of d?erénce Plans) asked the Member States to provide

information on AL0S in particular because it isuiegd by ICAO.

ALo0S in this context should be understood as a doation of: Safety measurements as informationtikedao
events with high consequences: 1st tiers SPI (Bapfaformance Indicators) in Annual Safety Revieaviting
a general assessment of safety and informing thécpand stakeholders; Safety performance measureafe
events: focus or 2nd tiers SPI topics (“high riskas”) which requires measures; and Safety regeinésn
monitor or 3rd tiers SPI providing information dreteffectiveness of the measures.

13



3.4.5

3.4.6

3.4.7

3.4.8

indicators and corresponding targets on State I€taMing into account EU-wide
performance targets) is needed.

There is a clear commitment from the vast majaftiviember States to monitor all three

safety indicators (See Figure 3-3). All but five idlger States have agreed to monitor the
three Safety performance indicators with four egttargets for a subset. The majority of

European Member States have included at leastaggnlg indicator (based on safety

occurrences) and at least one leading indicatomieasuring the effectiveness of safety
management processes.

B Some Targets
5 4 W Monitoring
O No Evidence

20

Figure 3-3: Safety performance indicators and targes

The PRB acknowledges the clear commitment thainitheator “Effectiveness of Safety
Management” will be monitored during RP1 is preserihe majority of Member States.
This is evidenced by the fact that the ATM safegnfework maturity survey is already
used by most ANSPs/CAAs. Work on the measuremedusitf Culture is still in its early
stages and it in the PRB’s opinion, this work sddug expedited across the whole of the
region. Although the PRB recognises State effortdevelopment of just culture systems
which is evidenced in several Performance Plang;iw$tate that Just Culture is being
put in place at both NSA and ANSP levels, it sfillestions the existence of Just Culture
on a State level (MoT, Department of Justice, Me).

The use of the RAT methodology is fundamental torioaise the severity classification
of safety occurrences across Europe. The PRB tiwaethe RAT methodology is not yet
applied in many Member States. In the PRB’s opinibe common usage of the RAT
methodology will be one of the essentials in eshblg the common indicators in FABs.
States are encouraged to address this issue dbrseference period so that a suitable
benchmark can be used across all States in futégeence periods.

The safety performance monitoring process and dlityabary across Europe. Many
Member States have indicated limited resourceshen NSA (and/or the AAIB) for
conducting risk analyses, safety investigations aedurrences analyses. Common
sharing and exchange of high-quality safety tHh&tween NSA, AIB, and ANSP is a
fundamental pre-requisite for an effective safatyfgrmance monitoring at State level,
however, this is a reality only in few a Membert&sa This issue is fully recognised by
the Danish-Swedish FAB and FABEC, where effortsla@img made to pool resources.
The PRB supports this approach and encourages B&iidevelopments to follow this
approach.

9

The sharing of safety information is a requiremarthe EASA Basic Regulations and other regulations.
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3.4.9

3.4.10

3.4.11

3.4.12

3.4.13

3.4.14

3.4.15

3.4.16

Some of the Member States have set targets onr ddbging or leading indicators.
Especially when FAB is concerned this initiativgonesents best practice and the PRB
suggests that other States should be encouragelbpd similar measures.

The safety targets adopted at national level iuet a difficulty to monitor the
contribution to safety targets of cross-border aotable entities (e.g. Skyguide, the
Swiss ATM provider which provides services overaat pf French territory). However,
as FABs increase in maturity this will become @&vaht issue. Therefore, it is suggested
that FAB development teams look at this issue earlgrder to assure States that safety
levels are being maintained.

The period in RP1 represents an opportunity forowpment and enhancement of safety
performance monitoring process and capability a&cisrope in order to prepare each
NSA for managing safety targets in RP2. The evidénem Performance Plans suggest
that during RP1 NSAs should focus on improvingtipeocess for monitoring of safety
performance and capability.

From the review of LSSIP, CAA-websites, nationgiséation and regulations, publicly

available information on audits (USOAP and ESIM%).,ethe application of safety

requirements (audits/inspections, oversight of ANl&ted changes, etc.) in Europe is
quite satisfactory. There are only a few cases atter lack of effective implementation

of safety requirements would appear to be an olestaca successful implementation of
the total performance approach introduced by ti@) &9/2004.

The main common European issue appears to bedkefdNSA resources or the lack of
efficient use of NSA resources. There is quite rabalance of NSA resources across
Europe. One of the ways to address this problentddoe by utilising the scarce NSA
resources at FAB level rather than at Nationallleve

In some Member States there is a potential inctaraig between the NSA cost trend
planned, as reported by the Performance Plan fenplanned increase of NSA resources
included in the Corrective Action Plan (CAP) agréetween Member States and ICAO
(USOAP) or EUROCONTROL (ESIMS).

In general, the Performance Plans provide indioatibhat specified levels of safety can
be achieved in the context of the proposed natiaust-efficiency, capacity and
environment targets and in the context of civilitaily coordination.

On the whole, PRB welcomes the way in which Statege balanced their activities in
the different Key Performance Areas, considerirgy $hfety aspect of all capacity and
financial activities.
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3.5
351

3.5.2

Environment review

The EU-wide target for environment during RP1 i$ wéh reference to the average
horizontal route efficiency (see Figure 1-1). Ndio@al/FAB environmental target is
required during RP1. However, there are requiremémt specified data reporting and
monitoring performance indicators for en-route gardhinal/airports.

The EU-wide target for environment has been seisso provide Environmental benefits
by decoupling ANS-related emissions (stable) froaffic (+16%). As shown in Figure
3-4 (and in Section 3.3 of the PRB’s report to Bugopean Commission proposing EU-
wide targets [Ref. iv]), this target will result im carbon-neutral growth of aviation
insofar as ANS is concerned and will save 500k toh<£GO, in 2014 vs. the 2009
performance level.

Performance indices (100 in 2009)
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3.54
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Figure 3-4: EU-wide environmental target vs. emissn index

Here are the PRB’s main observations concerning gheironmental part of the
Performance Plans:

— National/FAB targets (KPI): Only FABEC included en-route environmental targets
in their plans. The Netherlands also included abemof airport related targets, with
associated financial incentives.

— National performance indicators (PI): The French plan includes an environmental
performance indicator. The UK plans to introduc& flight efficiency metric
during RP1.

— Associated MeasuresMany States included a list of measures being tiakien to
improve environmental performance, in particulae timtroduction Free Route
Airspace at State or FAB level.

The PRB welcomes the efforts made by several Statelevelop and implement Free
Route Airspace and invite other States to develip toncept. Free Route Airspace
should not be limited to the respective State*AB boundaries but should extend in an
airspace as big as possible. In order to ensucecadinated approach to Free Route, the
PRB proposes that the Network Manager should as#essoverall performance
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3.5.5

3.5.6

3.5.7

3.5.8

implications of Free Route Airspace at FAB leveld dhen at pan-European level, as part
of the Network Manager’'s Performance Plan.

In view of the significant environmental and ecomonimpacts of the EU-wide
environmental target and of the absence of nafiBA& targets, accountability for
meeting this target has been clarified by the adopif Commission Regulation (EU) No
677/2011 laying down detailed rules for the implemé&on of air traffic management
(ATM) network functions and amending Regulation JEb 691/2010.

According to this Regulation, the Network Managell hhave to develop a Performance
Plan, which must be adopted as part of the Net@trktegy Plan before the beginning of
each reference period.

Considering the substantial influence the Networknier can have on airspace design
and use, as well as the network-wide dimensionlightfefficiency, the regulation
requires that the Performance Plan of the Networméger contains, at least, an
environment performance target that is consisteith ihe European Union-wide
performance target. It must be noted that the Netwbanager does not have executive
authority on a number of key factors, and coulddfee not be held accountable for
meeting the target alone.

According to the latest information, it is expectdidat the Network Manager's
Performance Plan will be available by Spring 20IBe PRB will then complete the
preparation of RP1 by assessing this plan, in a@ecme with the performance scheme
Regulation.
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3.6  Capacity assessment

EU-LEVEL VIEW

3.6.1 The methodology used for the consolidation of metit-AB targets is straightforward.
The aggregated delay per flight for a particulaaryes calculated as the product of
individual delay per flight of each Performance rPlaith the expected traffic in the
State/FAB concerned (using STATFOR May forecastjdéid by the expected traffic at
EU-wide level (using STATFOR May forecast).

3.6.2 The EU-wide capacity target for RP1 is for the EWel capacity KPI not to exceed 0.5
min/flight in 2014. Indicative values for 2012 ar2D13 (0.7 and 0.6 min/flight
respectively) were proposed by the PRB [Ref. pa@tember 2010 to EUROCONTROL
capacity planning process for the calculation efitidividual capacity reference values.

2,5
’E EU-29 Source: CFMU & Performance Plans
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2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
O Historic values 1,00 | 1,28 | 1,40 | 0,93 | 2,06
M Reference values 0,70 | 0,60 | 0,50
O Aggregated plans 1,18 | 1,04 | 0,76
Additional Delay cost (M€, nominal terms) +389 | +337 | +195 | +922

Figure 3-5: Capacity targets and KPIs (EU-level)

3.6.3 Figure 3-5 shows the aggregated capacity KPIs ddodvide targets over 2006-2014.
Several observations can be made at this stage:

- For 2014, the aggregated capacity targets (0.7&ligin) offer better performance
than ever achieved (0.93 min/flight in 2009), whiltows the efforts made by the
parties concerned and also the positive effectaofet-setting under the SES.
However, they collectively fall short of the EUgat (0.5 min/flight) by a significant
margin.

— For 2012, the aggregated capacity targets (1.1&ligit) do not meet the indicative
value (0.7 min/fligh’) and exceed delay values achieved in 2009 (0.9®light),
although traffic growth is relatively slow. Thisdicates that there is room for further
improvement from States/FABs.

A target of 0.7 min/flight for the whole year istggalent to the current EUROCONTROL target of 1 might

for the summer.
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- The gap between the aggregated capacity planharBES targetsis reducing over
the period, which is a positive trend.

— The aggregation of national/FAB capacity targetssdoot take into account actions
of the Network Manager. Through adequate airspatey and capacity
management, the Network Manager and ANSPs togeather achieve a better
outcome than the sum of individual capacity plans.

3.6.4 It must be noted that the aggregated values for &®@Xubject to potential revisions (i.e.
some States will be asked to revise their capaeitget) and that the effect of the
Network Manager is not yet accounted for.

ASSESSMENT OF INDIVIDUAL CONTRIBUTIONS

3.6.5 The assessment criterion for capacity plans, definghe regulation, is a comparison of
the national targets with reference vafGesvhich were provided by the capacity
planning process of EUROCONTROL early in 2011, eferred to in section 4 of
Annex Il of the performance scheme Regulation.

3.6.6 The PRB’s assessment of the capacity targets atdo dccount of the latest Capacity
Plan provided by the ANSP (typically through theSIS process) and the latest delay
forecasts available from the Network Manager (NOP).

3.6.7 A majority of targets do not exceed the refereneduas, which is definitively an
encouraging commitment provided by States and treioute ANSPs.

3.6.8 However, a limited number of capacity plans woutéch to be improved to meet the EU-
wide target. Six plans are assessed as contributsudficiently to the EU-wide target set
for 2014: Greece, FABEC, Austria, Spain, Poland gnedUnited Kingdom (in order of
decreasing impact).

3.6.9 Figure 3-6 shows the impact of those national/FAgets, i.e. how far they contribute to
exceeding the indicative values for 2012-13 andatlewide target for 2014

n Target for 2014, indicative values for 2012 and201

2 The reference values are computed by EUROCONTROLgugie same methodology as for its capacity

planning process. The reference values seek t@atdloa fair share of delays to each State, based on
minimisation of total cost of capacity and delagsrte by airspace users to achieve the EU-widettarge

For example, the aggregated capacity KPI for 2614.¥6 min/flight. The “2014” stacked bar shows the
respective contributions to exceeding the EU-tafge2014 (0.5 min/flight) by 0.26 min/flight.

13
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Difference between the capacity reference values an  dthe
proposed capacity targets
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Figure 3-6: Impact of plans exceeding the referencealues on EU-wide capacity KPI

3.6.10 With the exception of Greece, the delay contrimgitisted in §3.6.8 above are planned
to decrease over RP1, which clearly is an encongaggend. However, in the case of
Greece, the delay contribution is anticipated tvease over time, and will be the highest
of all States in 2014.

3.6.11 Figure 3-7 presents

the deviation in % Deviation capacity target vs. reference value
between the by traffic volume in 2014
capacity target and 500% .

the reference value 450% Greece

in 2014 for each of
the 6 Performance
Plans which do not
meet the reference
values in 2014. This
information is

400%

350%

300%

250%
200%

reference value

Capacity target vs. EUROCONTROL

presented together . @ Austria

with the forecast 150% I

traffic in 2014. 100%

50% ‘ Spain EABEC

3.6.12 For FABEC, UK United

and Spain, the 0% ‘ ‘ Kingdom ‘ \ w

difference in % is 0 1 2 3 4 5 6

smaller, but more Forecast traffic in 2014 [M]

flights  will  be

affected. Figure 3-7: Deviation of capacity target vs. referece values by

traffic volume in 2014

3.6.13 More effort is required from those States or FABpforting action by the European
Commission, the Network Manager and the PRB cdodigsed thereon.

20



3.6.14 There are encouraging signals that this can becwaetli For example, in the case of
Austria, ongoing efforts managed to reduce delaythe first 8 months of 2011 well
below the reference values for RP1.

3.6.15 Details of the capacity reference values, the dapsargets of the Performance Plans
and the impacts on EU-wide KPI for 2012, 2013 & 2@te shown in Figure 3-8 (Red
shows a negative contribution in min/flight whileegn shows a positive contribution).

Individual contribution
Ref. values Performance plans s
FABS Performance (min/ flight)
Plan Target | Target | Target
2012 2013 2014 2012 | 2013 | 2014 2012 2013 2014
Austria 0,30 0,24 0,23 1,39 1,28 0,65 0,11 0,10 0,04
Czech Republic 0,15 0,16 0,15 0,15 0,16 0,15 0,00 0,00 0,00
FAB CE Hungary 0,03 0,07 0,07 0,30 0,07 0,03 0,02 0,00 0,00
Slovak Republic 0,24 0,22 0,19 0,30 0,32 0,19 0,00 0,00 0,00
Slovenia 0,31 0,26 0,22 0,31 0,03 0,03 0,00 -0,01 -0,01
FAB CE 0,41 0,38 0,33
Ireland 0,09 0,13 0,14 0,14 0,14 0,14 0,00 0,00 0,00
UK -IR United Kingdom 0,31 0,28 0,27 0,36 0,31 0,31 0,01 0,01 0,01
UK-IR 0,33 0,30 0,29
Belgium/Lux 0,25 0,27 0,21 <0,25 <0,27 <0,21
France 0,34 0,30 0,24
Germany 0,35 0,32 0,29
FAB EC The Netherlands 0,12 0,14 0,18 0,20 0,20 0,18
Switzerland 0,22 0,18 0,14 0,32 0,28 0,24
FABEC 052 | 047 | 040 J1 077 | 068 | o50 || 0,25 | 0,23 | 006 |
Poland 0,32 0,31 0,26 1,50 1,00 0,50 0,08 0,05 0,02
Baltic Lithuania 0,04 0,05 0,06 0,04 0,05 0,06 0,00 0,00 0,00
Baltic 0,30 0,29 0,24
Cyprus 0,93 0,59 0,30 0,93 0,59 0,30 0,00 0,00 0,00
Greece 0,37 0,32 0,26 1,20 1,35 1,50 0,06 0,07 0,09
Blue Med Italy 0,14 0,14 0,12 0,14 0,14 0,12 0,00 0,00 0,00
Malta 0,02 0,03 0,05 0,02 0,03 0,05 0,00 0,00 0,00
Blue Med 0,34 0,28 0,21
Bulgaria 0,11 0,14 0,12 0,11 0,14 0,12 0,00 0,00 0,00
Danube Romania 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00
Danube 0,07 0,09 0,08
Danish / Denmark 0,06 0,06 0,07
Swedish Sweden 0,02 0,03 0,06
DK-SE 0,04 | 005 ] 008 Il 020 ] 0,15 ] 0,08 || 002 | 001 | 0,00 |
Estonia 0,11 0,16 0,22 0,11 0,16 0,22 0,00 0,00 0,00
Finland 0,10 0,13 0,16 0,05 0,03 0,02 0,00 0,00 0,00
NEFAB Latvia 0,02 0,04 0,05 0,02 0,04 0,05 0,00 0,00 0,00
Norway 0,04 | 004 | 0,05 0,04 | 004 | 0,05 0,00 | 000 | 0,00
NEFAB 0,07 0,09 0,12
Portugal 0,28 0,21 0,16 0,25 0,20 0,15 0,00 0,00 0,00
SW g;’;‘;ga" Spain 052 | 042 | 031 0,80 | 0,75 | 0,50 005 | 006 | 004
SW Port. - Spain 0,57 0,46 0,34

Figure 3-8: Capacity indicators, targets and referace values

3.6.16 The following comments can be made about indivighlehs:

- Four States (Hungary, Slovenia, Finland and Poffug@dopted a more ambitious
delay target than the capacity reference value,thacefore contribute more than
their fair share to meeting the EU target, whichetpful and welcome.
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FAB VIEW

The significant efforts by States such as Cyprusciwvtended to have high delays so
far and present plans in line with the EU targetistmbe acknowledged. Specific
monitoring and supporting actions by the Networknislger may be warranted to
ensure that these targets are effectively met.

In several cases, reference values and capaditgtsaare well above delays typically
achieved. Those States (Bulgaria, Estonia, Ireldaly, Latvia, Lithuania, Malta and

Portugal) should be encouraged to adopt a captaiget corresponding to historic
performance.

In most States, there is good correlation of thi#gonal capacity targets with the
ANSP capacity plans and the latest delay forecas#slable from the Network
Manager (NOP), which reinforces their credibility.

However, capacity targets for Poland and the UK less demanding than their
ANSP plans. It would appear that there is roomudher improvement in their
capacity targets.

Capacity targets for Austria, Cyprus and Spain m@e demanding than their
ANSPs’ capacity plans. NSAs should require revisagacity plans from their
ANSPs, showing how they intends to meet the natiter@ets, and involve the
Network Manager as appropriate.

The SES performance targets are set for the metdium(3-5 years), thereby giving
time to build-up capacity. While all key resource® nearly fixed for next year
(staffing, equipment), there is a margin of maneeuswer 3-5 years. In general,
there appears to be sufficient time for each StatB/to plan and manage capacity
S0 as to meet the respective reference valuesOb4,2and thereby provide a fair
contribution to meeting the EU capacity targetfsef014.

The case of Greece, which shows growing delaydatigest share of delays in 2014
and specific local issues, warrants specific action

A number of States set intermediate targets fo2201d 2013 that are not consistent
with the reference values. The reported issueserétaspecific events (such as the
London Olympics) and transition arrangements fer ititroduction of new systems
(particularly in FAB CE).

3.6.17 Figure 3-9 shows the impact of national/[FAB targetseeding the indicative values

(2012-13) or the EU-wide target for 2014 on theacdly KPI, aggregated at FAB level.

3.6.18 FABs contributing to not meeting the capacity taige2014 are, in order of decreasing

3.6.19

3.6.20

3.6.21

impact: Blue-Med, FABEC, SW Portugal-Spain, FAB @altic and UK-IR.

Issues remaining in plans from Blue-Med in 2014giodte from Greece. Blue-Med
could help Greece in addressing its capacity issaresalso support Cyprus in delivering
its capacity target.

In FAB CE, there is both a significant capacity tadl in Austria and spare capacity
elsewhere. This generates significant penaltieaif@pace users, who have to bear both
delay costs from Austria (some €65M in 2009, iE/%4of route charges) and extra costs
associated with spare capacity elsewhere.

Taking a FAB approach would help solve delay issndsAB CE with minimal impact
on cost-efficiency, as no additional capacity i®ded overall. The FAB CE Member
States should be invited to jointly investigate fiveblems, find solutions within the
FAB, such as controllers’ mobility or delegation afr navigation services, and
implement them promptly. FAB CE warrants specifie@ation of the FAB co-ordinator.
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3.6.22 Although the FABEC plan misses the reference valua relatively small margin, this

FAB has the second highest impact on network pewoce in 2014 due to its size.
FABEC should work to identify further capacity ingmements.

Difference between the capacity reference valuesan  dthe
proposed capacity targets
0,50
0.40 1 ONEFAB
' ODanube

_'5 ODK-SE
% B UK-IR
£ 030 B Baltic
15 BFABCE
__5 O SWPort. - Spain
‘g 0,20 - BFABEC
0 OBlue Med
©
>
il
=
e}
£ 0,10

0,00 1

2012 2013 2014

3.6.23

Figure 3-9: FAB contributions to the EU-wide capadiy target

The PRB considers that performance can be improvachumber of FABs, if FABs are

effectively implemented and if the use of availatdgacity is managed at FAB level to
ensure that any spare capacity in one particulateSs used to improve the overall
capacity situation at FAB level.

NETWORK MANAGER PERFORMANCE

3.6.24

3.6.25

3.6.26

Active Network Management can achieve better nkvparformance than the sum of
individual capacity plans through e.g. capacity agament (ensuring that the right
capacity is provided at the right time), re-routfgndividual flights to avoid congested
areas.

In order to assess the consistency of capacitysplath the EU-wide capacity target, one
should in principle take account of the Network Mger Performance Plan. However,
the Network Management implementing rule was adbpezently, and the Network
Manager has just been appointed. The Network Marstgsuld therefore be invited to
present a Performance Plan for adoption as pathefNetwork Strategic Plan in the
coming months, including the implications of Fresuke Airspace (see also §3.5.4)

In the meantime, the European Commission can cendithat the overall network
performance will necessarily be better than the s@irndividual plans, and that it is
sufficient for each plan to meet the correspondeigrence value.

DELAY COSTS

3.6.27

Delays translate into additional cost for airspasers, which is quantified using the
latest estimate of delay cost, i.e. €81 per mifiRed. vi].
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3.6.28 Figure 3-10 shows the difference in delay c8stssociated with the aggregated capacity
targets and the EU-wide tar{atespectively. This calls for several observations:

— Thanks to efforts to progressively close the cdpagaps, the additional cost of
delays are likely to reduce by some €200M betwe?2and 2014. This illustrates
the value of efforts made by most States undeBife performance scheme.

— But the capacity gap remaining in 2014 is also wadme €200M, i.e. more than
any of the annual savings on cost-efficiency mewtibin section 3.7 (see Figure
3-14 below). This underlines the importance of nmgethe capacity target, the
strong leverage of capacity management on opegti@md financial ANS
efficiency, and the value of Network Manager actibrthe EU-wide target is
achieved collectively.

— The cumulated cost of delays above the referenkeesas in the order of €920M
over RP1, which is significantly higher than themudated margins for cost-
efficiency shown in Figure 3-14. This confirms theed for the balanced approach to
capacity and cost-effectiveness performance whiab taken when establishing the
EU-wide targets

2012 2013 2014 Total

Delays above reference values

(thousands of minutes) 4805 4164 2413 | 11382

Cost of delays above reference

. . €389M €337M €195M €922M
values (M€) in nominal terms

Figure 3-10: Additional delay costs between the agggated and EU capacity targets

INCENTIVES ON CAPACITY

3.6.29 While incentives on cost-effectiveness are inclugtedhe charging regime, incentives
schemes for other KPAs are at States’ discretion.

3.6.30 No State, other than Italy and the UK, includedaficial incentives for achieving the
national capacity target in their Performance RI&ugh incentives should in principle be
welcome, as they give more balanced signals toAtNEPs, who might otherwise be
tempted to reduce spending on capacity in ordgeterate more benefit from the cost-
risk sharing provisions of the charging regime. ldger, it is imperative that bonuses
only reward tangible improvemeffisincentives are an area that needs further wark fo
RP2.

COMPLIANCE CHECKS

3.6.31 All States are required to adopt either a natiamaFAB capacity target; to provide a
breakdown of that target to accountable entitiad, ta describe the associated incentive
scheme.

3.6.32 The following observations are made:

— All Performance Plans provide a national or FARy&for capacity.

14 Computed as the sum of additional minutes of deddwgsve the reference values.

Indicative values for 2012 and 2013.

Italy’s Performance Plan provides for a 1% bonuwdeifiys are below the capacity target (0.12 mgtifl, which
has a high likelihood of being achieved given pasformance (0.01 to 0.05 min/flight), and a pgnaft1% if it
exceeds the EU-target (0.5 min/flight), a levelyenlikely to be reached.
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3.7

States/FABs generally attributed accountabilityrfaeting the capacity target to the
designated en-route ANSP but some States did tilitiaie accountability explicitly.

Neither FABEC nor the Danish-Swedish FAB allocdte FAB capacity target to
national accountable entities. FABEC refers tanglsi accountable entity comprising
all FABEC ANSPs whilst the Danish-Swedish FAB makesexplicit assignment of
the capacity target to an accountable entity besdgwovide separate national targets.

Austria and Switzerland comment that the effecM&T on delay is higher locally
than the attribution allowed in setting the EU-witdgget, and they ask that this
should be taken into account when setting natitargets. In both cases, the claimed
local effects of MET are numerically less than teepective calculated reference
values. Austria and Switzerland set national targethich include all causes, but
these are less ambitious than the reference valbegzerland lists additional
specific uncontrollable delays. Neither the Swiser mAustrian ANSPs are
incentivised to meet their capacity target.

In the UK, the target set on NERL excludes non-NERUses including inter alia
weather; airport operations; military activity; r&idC equipment, and other ANSP
industrial action. These are estimated to conteillfu8 seconds per flight. NERL is
financially incentivised to achieve its capacityget.

It is acknowledged that some delay causes (e.gtheaare beyond the control of

ANSPs. However, ANSPs still have obligations to agmthese situations to the best
of their ability, and NSAs have to oversee the ngangent of these situations by the
ANSP. Whilst the ANSP itself cannot be held resjjaasfor such delay causes, it

can, and should, be held accountable for managicly situation¥.

Cost-efficiency assessment

EU-LEVEL VIEW
3.7.1 The methodology used for the consolidation of meti-AB targets is the following: the

3.7.2

aggregated determined unit rate for a particular ye calculated as the sum of the
individual determined costs of each Performance Bigided by the sum of service units
of each Performance Plan.

The EU-wide target for cost-effectiveness is a Beiteed Unit Rate (DUR) of €53.92
per service unit (SU) in 2014 (expressed in €2009ermediate values for 2012 and
2013 are €57.88 and €55.87 per SU respectivelysiSmmcy check criteria are presented
in Annex |.

3.7.3 All States adopted cost-efficiency targets as naftitargets, none as FAB targets.

17

Only en-route ATFM delays are subject to targetirsgtin RP1. Work is needed to address the weathgact

on terminal delays in RP2.
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3.7.5

3.7.6

Figure 3-11: EU-wide and aggregated cost-efficiendargets

Figure 3-11 presents the EU-wide cost-efficiencgets, the aggregated DUR from the
Performance Plans, and past performance indicaftues.following initial observations
can be made.

The aggregated DUR from current plans for 20143i8% below the DUR for 2009.
This does show a significant collective improvementcost-efficiency over five
years, which must be acknowledged.

However, the aggregated DUR for 2014 is 2.4% alibrée EU-wide target. The
Performance Plans collectively fall short of the-wide cost-effectiveness target by
a significant, but not insurmountable margin (+2)4%

The aggregated DUR for 2012 is slightly above titermediate value (+0.3%) and
would be slightly below (-0.2%) if STATFOR forecasivere used. This is very
encouraging, as Performance Plans are collectively close to the EU-wide

intermediate target for 2012. It constitutes a sobasis on which to start the
reference period, and gives some time to adopbRaance Plans that meet the EU
target for 2014.

However, the consolidated DUR for 2013 and 2014mje from the corresponding
EU value and target. A further improvement of 2.d%r 2 years, i.e. 1.2% per year,
appears to be within reach, as most PerformancesRtéearly show room for
improvement.

Improvements in DURs result from a combination loé tevel of the determined cost
bases (real terms) and traffic growths. It is tfeeeimportant to examine the planned
service units and determined costs both at Europednocal levels.

CONSISTENCY CHECKS FOR COST-EFFICIENCY

In

order to assess the consistency of Performalaees Rith the EU-wide cost-efficiency

target, the PRB applied the criteria specified imnéx Il of the performance scheme
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Regulation. The PRB organised the assessment ubadgollowing order for these

criteria:

(@)

Traffic forecast assumptions;

(b)
(c)
(d)

(e)

Economic assumptions (inflation);

Unit rate trentf;

Determined unit rate level in comparison witat8s having a similar operational
and economic environment;

Return on equity.

3.7.7 The PRB analysis was complemented by additionatkshes indicated in Annex I, and
expert judgement for other relevant items suchn@sntrollable costs.

TRAFFIC FORECASTS

3.7.8

Figure 3-12 presents the difference between ererseatvice unit forecasts included in

the Commission Decision on the EU-wide targets [Re&nd the aggregated service

units from the Performance Plans. It is very enagimg to note that the SES and States

aggregated service unit forecasts are very clogiinvd.1% in 2014.

2009-2014
En-route service units (in ‘000) 2012 2013 2014
Overall Annual
average
Service units in Commission Decisior] 108 776| 1116035 114610 17.1% 3.2%
Aggregated service units from Plans | 108 174| 111244 114731 17.2% 3.2%
Difference (%) -0.5% -0.3% 0.1%

Figure 3-12: Traffic forecasts in the EC decision ad Performance Plans

3.7.9 The situation is more contrasted at national leaglshown in Figure 3-13. The darker the
colour, the more the traffic figure differs y fro®@TATFOR May 2011, base-case

scenario.

2012 | 2013 | 2014 2012 | 2013 | 2014
Austria 3,0% Lithuania 0,0%]| -0,1%| 0,0%
Belgium/Lux 0,0% Malta -2,5%| -4,1%| -5,7%
Bulgaria -3,1% Netherlands -0,1%| 0,0%]| -0,1%
Cyprus -2,1% Norway 0,0%| 0,9%| 1,5%
Czech Republic [ 0,0%| 0,0%| 0,0%| |[Poland 0,0%| 0,0%| 0,0%
Denmark 0,0%| 0,0%| 0,0%| |Portugal 0,0%| 0,0%| 0,0%
Estonia Romania 0,0%]| 0,0%| 0,0%
Finland -4,2%| -2,5%| -0,7%| |Slovak Republic 1,6%| 1,7%| 1,7%
France -0,8%| 0,1%| 1,6%| |[Slovenia 0,0%]| -0,1%]| -0,1%
Germany -0,6%| -0,6%| -0,8%]| |Spain Canarias 0,7%| 0,7%| 0,7%
Greece 0,0%| 0,0%| 0,0%| |Spain Continental | -1,5%| -1,5%| -1,5%
Hungary -1,4%)| -2,6%)| -4,0%| |Sweden -1,2%| -1,1%| -1,3%
Ireland -1,5%)| -0,5%| 0,4%| |Switzerland 0,4%| 0,5%| 0,4%
italy 0,1%| 0,1%| 0,1%| [United Kingdom | 2,3%| 3:7%|INAie%)|
Latvia -2,6%| -2,7%| -2,5%

Figure 3-13: Traffic forecast differences vs. STATBER base case scenario of May 2011
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Unit rate trends were assessed versus both 2009£012011-2014 (see rationale in § 3.7.19).



3.7.10 Checking the consistency of traffic hypotheses @rfé®mance Plans is part of the
compliance checks specified by SES legislation. BARNTROL's STATFOR
publishes service unit forecasts for each Statéchmivere used as a reference to assess
traffic hypotheses in the Performance Plans. Thifgerences are carefully analysed in
the individual assessment reports (see Volume ll).

3.7.11 States such as Austria and the UK plan for sigaifily higher traffic growth than the
STATFOR base case scenario of May 2011. This ioted a risk on future revenues, as
the traffic risk sharing in the SES charging regimenade with reference to the traffic
forecast included in the final Performance Plan.rddoer, it results in an apparent
improvement in DUR at the end of the period, whitdty not materialise.

3.7.12 In contrast, Estonia, Cyprus, Bulgaria, Malta, Hanygand Latvia plan for significantly
lower traffic growth than STATFOR. This results éorrespondingly higher DUR. We
note that if the STATFOR traffic forecast matesal, the actual revenues retained by
the ANSP will be higher than if the STATFOR forecass uset.

3.7.13 States such as France and UK use forecasts withaisiog difference from STATFOR.
This results in an apparent improvement in DUR d&¥f, which may not materialise.

3.7.14 Many States use low traffic estimates for 2011,clvhiesults in high unit rates in 2011
and apparent improvement in DUR over 2011-14. Thiene of the reasons why the
PRB also uses the 2009-2014 period to assess MoBst(see §83.7.19 and following).

COST FORECASTS

3.7.15 Figure 3-14 presents the difference between ererdatermined costs included in the
Commission Decision on the EU-wide targets [Refand the cumulative determined
costs from the Performance Plans.

(M€ 2009) 2012 2013 2014 Total

Determined costs in Commission Decision 6 296 6234 6179| 18 709

Aggregated determined costs from Plans 6 283 6 346 6 336| 18 964

Difference between plans and EU target -13 +112 +15| +256

Difference between plans and EU target (%)| -0.2% | +1.8% | +2.5% | +1.4%

Figure 3-14: Determined costs in the EC Decision drnPerformance Plans

3.7.16 Cumulated determined costs planned by States f&R 20e slightly lower than the
corresponding value in the EC Decision (-0.2%).sTis very encouraging, as it
constitutes a solid basis on which to start thet fieference period.

3.7.17 However, the cost gap progressively widens andhe=sa®.5% in 2014. Over RP1, the
cumulated determined costs in the Performance Rlen€256M higher than in the EC
decision.

SUMMARY OF DIFFERENCES BETWEEN EC DECISION AND PERF . PLANS

3.7.18 Figure 3-15 shows how service units (traffic) fasts and determined costs plans differ
from the EC Decision [Ref iiijland result in the K&iceeding the EU-wide target (2014)
and intermediate values (2012-13).

¥ The dead-band in the charging regime is 2%. THédmésk sharing beyond 2% up to 10% is 70%.
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2012 2013 2014
Service units difference -0.5% -0.3% | +0.1%
Determined costs difference -0.2% | +1.8% | +2.5%
Determined unit rate (DUR) difference | +0.3% | +2.1% | +2.4%

Figure 3-15: Summary of differences between the EDecision and Performance Plans

TRENDS OF INDIVIDUAL DETERMINED UNIT RATES

3.7.19 Comparing the trends of determined unit rates iriodP@ance Plans with those used to
set the EU-wide target is one of the consistenitgrax defined by SES legislation. The
PRB used two periods to assess trend consisteaoyely 2009-2014 and 2011-14 for
several reasons:

3.7.20

2011 data was used as a starting point for targiing, as there is no room to
improve performance in the past.

however, costs and traffic data for 2011 are stilbject to variations at the time of
writing. Data for 2011 constitute an uncertain basn which to assess planned
performance, while final data for 2009 are avaé#abl

The regulation states that past efforts must bert@ito account. Several States, such
as Spain and Belgium, made significant efforts datain costs in 2009 and 2010,
which must be reflected in the analysis.

Some large differences are observed between boitdpeas can be seen in Figure
3-16. Taking just one period would biased the assents and be unfair to some
States.

Figure 3-16 presents the individual trends of emeodetermined unit rates for both
periods, compared to the respective trends of thevile target, i.e. -3.2% and -3.5%
respectively (positive contributions to meeting Eig-wide target are above the line).
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Figure 3-16: Deviations of States’ annual averagednds of determined unit rates
over 2009-14 and 2011-14 compared to EU-wide target

DUR LEVEL VS. COMPARATORS

3.7.21 The next assessment criterion is to compare ut@s rat the end of the period with peers
in groups of comparators presenting similar openati and economic characteristics.
The list of comparators was subject to consultadiod can be found in Annex |.

3.7.22 Figure 3-17 shows the respective determined utesréDURS) in 2014 vs. comparators
in the group (minimum, un-weighted average and mari of the group). It must be
noted that the detailed assessment (see Volunedbne using the un-weighted average
and excluding the State being assessed.

Group 1 DUR 2014 [Min 2014 JAvg 2014 Max 2014 Group 5 [PUR 2 014]|Min 2014 |Avg 2014 Max 2014
Spain continental 68,16 Norway 53,51
France 59,99 Sweden 51,55
Germany 67,81] 59,99 65,68 68,16 Finland 47,37 81,62 46,01 5351
Italy 65,96 Poland 31,62
[United kingdom 66,49
Group 6 DUR 2014 |Min 2014 Avg 2014 Max 2014
Group 2 DUR 2014 [Min 2014 JAvg 2014 Max 2014 Latvia 26,95
Czech republic 39,66 Estonia 22,17 22,17 31,12 44,23
Hungary 39,02 Lithuania 44,23
Slovak republic 53,11] 39,02 48,66 62,87
Slovenia 62,87 Group 7 DUR 2014 |Min 2014 JAvg 2014 Max 2014
Ireland 29,40
Group 3 DUR 2014 |Min 2014 JAvg 2014 Max 2014 Portugal 40,67| 29,40 42,60 57,73
Austria 59,74 Spain canarias 57,73
Denmark 61,42] 59,74 64,07 71,04
Switzerland 71,04] Group 8 DUR 2014 |Min 2014 Avg 2014 Max 2014
Cyprus 34,46
Group 4 DUR 2014 [Min 2014 JAvg 2014 Max 2014 Greece 30,03
Belgium/Lux 63,21 Malta 25,14| 25,14 31,85 36,35
The Netherlands 56,84 56.84 60,03 63.21 Bulgaria 36,35
Romania 33,26

Figure 3-17: Determined unit rates in 2014 vs. congrators
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3.7.23 Figure 3-18 presents a summary of conclusions fatinconsistency checks applied to
cost-efficiency plans.

Cost efficiency target
Performance Plans
Traffic Inflation DUR Trend DUR Level RoE
Performance Criteria Criteria Criteria Criteria Criteria
FABs
Plan
2014 2014/2009 2009 2011 Risk
States vs. | State vs. 2014 | -2014 2014 level Premium
STATFOR IMF
Austria 6,0% 1,4% -1,7%| -2,8% Low 5,1%
Czech republic 0,0% 1,3% -2,5%| -1,6% Low 3,4%
FAB CE Hungary -4,0% 0,0% 4,0% 1,3% Low 3,0%
Slovak republic 1,7% 0,0% -1,3%| -0,7% Medium 4,3%
Slovenia -0,1% 0,0% -2,4%| -3,8% High 2,7%
FAB CE
Ireland 0,4% 2,2% -0,1%]| -4,2% Low 0,0%
UK - IR United Kingdom 4.8% -2,2% -0,9%| -1,4% Medium 7,9%
UK-IR
Belgium/Lux 0,0% 0,0% -5,1%| -3,5% High 1,4%
France 1,6% -0,8% -1,9%| -2,4% Low 4,6%
FAB EC Germany -0,8% 0,7% -1,4%| -1,0% High 4,7%
The Netherlands -0,1% -0,3% -5,1%| -3,3% Low N/A
Switzerland 0,4% -1,4% -4,5%| -2,8% High 3,3%
FABEC
Poland 0,0% 0,1% -1,7%|  -2,3% Low -3, 7%
Baltic Lithuania 0,0% -1,9% -2,3%| -3,7% High -2,1%
Baltic
Cyprus -6,5% -1,2% 0,0% 3,6% High N/A
Greece 0,0% 0,0% -7,0%| -3,9% Medium -8,1%
Blue Med Italy 0,1% 0,0% -2,2%| -2,5% Medium -1,9%
Malta -5,7% -1,6% -1,6% 6,5% Low 0,3%
Blue Med
Bulgaria -6,1% 0,0% -3,5%| -5,1% High 1,5%
Danube Romania 0,0% 1,4% -4,8%| -3,6% Medium 0,9%
Danube
Danish / Denmark 0,0% -0,6% -4,1%| -1,8% Low 1,9%
. Sweden -1,3% 1,7% -1,7%|  -3,4% High 0,8%
Swedish
DK-SE
Estonia -8,9% 1,4% 0,4% 2,4% Low 5,6%
Finland -0,7% 2,1% 28%| -1,7% Medium 3, 7%
NEFAB Latvia -2,5% 0,0% 1,1%| -2,9% Medium -0,9%
Norway 1,5% -1,5% -3,1%| -3,5% High 6,2%
NEFAB
Portugal 0,0% -0,5% -3,8%| -2,2% Medium 0,1%
SW Portugal - |Spain continental -1,5% 0,0% -6,3%| -1,4% High 4,0%
Spain Spain canarias 0,7% 0,0% -6,4%| -3,6% High 4,0%
SW Port. - Spain

Figure 3-18: Summary of Consistency checks
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RETURN ON EQUITY AND COST OF CAPITAL

3.7.24

3.7.25

3.7.26

3.7.27

3.7.28

3.7.29

3.7.30

3.7.31

3.7.32

3.7.33

The return on equity was checked by consideringigiepremium applied by States on
top of the long term government bond yiéfdéherefore as a first step the national bond
rate has been used as a guide for assessing tihe oetequity.

The PRB has found that the average EU-wide risknpna applied throughout RP1 is
2.6 percentage points above the long term goverhbmmd yield.

The PRB has also noted significant variances atees in the implied risk premium
used to set the return on equity for their ANSPs.

The PRB recognises that several factors impacherrdéturn on equity required by the
ANSPs, such as the actual business risks incutiedinancial risk (linked to the capital
structure), and the fact that the European avenagern on equity reflects the
combination of differences in these factors ac&isses/ANSPs.

Nevertheless, while recognising all the complexggociated with the calculation of a
“fair” return on equity, the PRB has found thatsieveral States Performance Plans the
risk premiums were too high in view of risks bolneANSPs.

The PRB notices that the return on equity plannedr iRP1 (2012-2014) is often
significantly higher than values recently used. mmost cases, the increase is
disproportionate to additional risks incurred untteyr SES performance scheme and the
increases are not duly justified.

First, the PRB considers that the business ristadféy ANSPs should be considered in
the light of the SES charging scheme which linlits downside traffic risks through a
risk sharing arrangement and therefore providesgh bertainty of revenues for the
ANSPs. Furthermore, although the cost risk is bdmpahe ANSP, the SES charging
regime also provides for “uncontrollable cost fastdo be passed on to airspace users
(e.g. by limiting the interest rate risk) (see a&37.35 below). In addition, according to
the charging scheme the inflation risk is bornedmgpace users (through an annual
adjustment of the chargeable unit rate).

Second, the PRB also considers that an additigeatificity must be taken into account
for the ANS sector: en-route: ANSPs are statutoonopolies with a long term service
provision horizon. In this context, the remunenatad the financial risk incurred by the
State as the “investor” should be carefully consde

Moreover, the consistency check specified in thggslation only refers to the return on

equity. However, the cost of capital also dependshe size of the asset base (capital
employed). The PRB conducted additional checks @oidted out a number of cases
where the share of net current assets was verg lawigh the potential that interest

generating assets be included in the asset basggh itdelf generates a return).

Overall, the PRB considers that there should b@edor cost-efficiency performance
improvement through the use of lower costs of ehpit should be noted that although
these costs “only” represent some 5.6% of the tetafoute determined costs during
RP1, compared to the 2009-2011 period they arenptario increase from an annual
average of €310M to €360M during 2012-2014. The Ri@Bsiders that adopting more
acceptable costs of capital would close a parhefRUR gap in 2014 (+2.4%) without
negatively affecting the adequate provision of Addpacity.

20

The 10 year government bond rate on average oweor8hs November 2010-April 2011, as published tgy th

ECB (by OECD for Switzerland and Norway), was usedhtiuld be noted that the European Financial $tiabil
Facility (EFSF) 10-year bond yield as been useddmece, Portugal and Ireland. This yield shoulnvigle a
better representation of a risk free rate for Staaverely affected by the sovereign debt crisis.
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3.7.34 The PRB suggests that States consider this aspicgmeat attention. In view of RP2,
the European Commission should provide further gjinds and consistency criteria to
assess the level of the cost of capital, rather jiist the return on equity

UNCONTROLLABLE COSTS AND RISK PREMIUM

3.7.35 According to Article 11a 8(c) of the revised chagischeme Regulation [Ref.vii], States
may recover the unforeseen difference between lacod determined costs of
“uncontrollable costs” through a carryover to thdwing reference period provided the
NSAs have:

— provided a list of uncontrollable cost fact@s antein their Performance Plans, in
line with the charging scheme regulation;

— ascertained that the difference between actua$ @vet determined costs are actually
the result of developments that are beyond theentte of the ANSPs/States and that
the variation in costs is specifically identifieddacategorised.

3.7.36 The PRB noted that the majority of States plan tikenuse of the five generic cost
factors identified in the Regulation. It is likellyat the most significant one (in monetary
terms) is the “unforeseen changes in national perggulations and pension accounting
regulations”. Most States did not provide any detain estimate costs or underlying
rationale.

3.7.37 The PRB notes that Greece did not identify any taxgbrs that it would wish to exclude
from the costs risk-sharing mechanism. It is naaclwhether this is a voluntary
omission.

3.7.38 The PRB is aware that these uncontrollable cost® e potential to significantly
change the profile of en-route unit rates actuedigovered at the end of the reference
period given that in a number of cases a largeqtimm of ANS costs are considered as
uncontrollable. This defeats the purpose of théop@iance scheme and target setting.

3.7.39 The provisions for uncontrollable costs reduce bhsiness and financial risks for
ANSPs/States. All else equal, the PRB would exiettthis is also effectively reflected
in a lower risk premium and lower return on equity.

3.7.40 In a number of cases (Bulgaria, France, The Nethdd, Spain, Switzerland and the
United Kingdom), the Commission should consider g a view on whether some
proposed uncontrollable factors are consistent tiehmeaning of Article 11a(8)(c) of
the charging scheme Regulation.

3.7.41 The European Commission should consider providirayendetailed guidance on the
content of “uncontrollable costs”, and restrictithg uncontrollable costs categories from
RP2 onwards to prevent abuse.

INVESTMENTS

3.7.42 Performance Plans generally provide very little lamptions about cost drivers for
changes in cost levels. In the past, such explamativere found as part of the support to
en-route charging reporting tables. Although sorhéns still exists, it is more limited
than before.

3.7.43 In general, contrary to the requirements of thégparance scheme Regulation as well as
EC letter [Ref. viii], only limited information wagrovided on capital investments and on
their contribution toward meeting the targets. Noférmance Plan presents references to
business cases or cost-benefit analyses in sufgpdhte major investments.

3.7.44 In all Performance Plans, there is only limitedcdssion of the interaction between
investment costs, staffing and capacity plans.
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3.7.45

The PRC analyses capital expenditure and investpians in ACE reports. Figure 3-19
shows a map of capital expenditure (Capex) rati@s &urope. Capex ratidsare very
high (>95%) in Czech Republic, Estonia, Hungarglyit Slovak Republic, Slovenia and
Poland.
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Figure 3-19: Ratio of ANSPs cumulative Capex (2012014) vs. 2009 revenues

Four of these States are part of FAB CE. All ofnth&re planning, or have recently put
into operation, significant investments, in par&unew control centres, major upgrades
and/or replacement of ATM systethsithin a few hundreds of kilometres.

Uncoordinated investment and procurement of bespylstems increase costs, make
cooperation more difficult, and perpetuate fragragon.

The EU-wide performance targets for RP1 were satsmimewhat more challenging level
than the aggregated national plans available atithe (Nov 2010) in order to drive
performance improvements, including investmentaificy.

Depreciation for investments is 15% of ANS costsasarage. The Commission should
encourage States and FABs to review the investpentof their Plans. More efficient
investments would close a significant part of théRDgap in 2014 (2.4%).

The PRB observes that a number of investments stgapby the EU through TEN-T or
EIB loans correspond to investments that are no¢ssarily as one would expect from a
network performance point of view. EU tools, indhgl TEN-T and EIB loans, the SES
performance scheme, FABs and Network managemenyldtoster more efficient

21

The ratio of cumulative planned Capex over 2010-2@8.4actual 2009 revenues (62% in average) repiesen

measure of the magnitude of planned investments.

22

Further information on FAB CE ANSPs planned Capexvailable on p.92 of the ACE 2008 Benchmarking

Report.
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investment behaviours. The European Commission Idhoonsider more joined-up
application of EU tools.

INVESTMENTS FOR IP1 IMPLEMENTATION

3.7.51 The European Commission requested States to pralétiiled information on their
investments planned for the period 2012-2014 [Rif.in their Performance Plans, in
particular those associated with the 29 IP1 Ol Stegognised as critical by the Single
Sky Committee. The PRB acknowledges that this retqwas sent relatively late in the
process of preparation of Performance Plans.

3.7.52 In general, States provided information on majquiteh projects, typically the top 5 to 10
projects. The information is principally providemsupport the cost-efficiency target and
include total capital expenditure and the time gukidver which the investment will take
place. Most States attempt some form of traceghititthe ATM Master Plan, although
this is often through Line of Change, or Techneaabler rather than the OI-Stéps

3.7.53 In most cases, insufficient information was prodde enable a future assessment of
States readiness for IP1.

3.7.54 The European Commission should seek additionalkyimom States on the relationship
between investments and IP1 implementation.

EUROCONTROL COSTS

3.7.55 EUROCONTROL Agency costs (excluding MUAC) have béated in very different
way in the various Performance Plans: Some States bonsidered EUROCONTROL
as an accountable entity and have set specifieetfisiency targets while most of them
have treated these costs as uncontrollable costs.

3.7.56 Moreover, some underlying assumptions for the EURNTROL costs were not
detailed in the Performance Plans (in particulaictvlexchange rates or scenario has
been used) because this information was not alaegdable at the time of adoption of
each individual Performance Plan. This matter shbelresolved for RP2.

MET COSTS

3.7.57 MET costs have been treated differently in the aaiPerformance Plans: Most States
have considered MET providers as accountable emtiind have set specific cost-
efficiency targets (determined costs), some haserpported the costs as a breakdown of
the total determined costs.

3.7.58 Clearly, more detailed information on MET cost edition mechanisms, MET drivers,
operational MET data , MET output and planned itwesits that are likely to affect the
level of aeronautical MET charges is needed fortinapus aeronautical MET
performance benchmarking at European level. Separgporting and consultation
requirements for MET and the implementation of $arent accounting systems which
allocate the costs in accordance with operatiomalntaries and product categories
would be an important step forward.

INFLATION HYPOTHESES

3.7.59 The national cost-efficiency targets are expressedal terms and in national currency.
It means that inflation hypotheses were an imporédement for the calculation of the
annual targets during RP1.

2 The links between investment projects and IP1 ®ien they exist, are limited to the use of a refeee
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3.7.60

3.7.61

3.7.62

In accordance with the performance scheme implengmtle, the PRB compared the
inflation hypotheses in Performance Plans with |dtest IMF forecasts (April 2011).
Details can be found in each assessment reporv/(daee II).

Figure 3-20 shows the difference between the ioftaindices for 2014 of the State and
of IMF in percentage points, using year 2009 asfarence. Variations observed range
from -2% and +2%.

It must be recalled that a higher inflation forecail result in an apparent better trend of

the determined unit rate in real terms. It musibted that, according to the charging

scheme Regulation, the risk of inflation is bormyetle airspace users through an annual
adjustment of the actual inflation. Therefore, ases where the actual inflation is lower

than forecast, States/ANSPs will have to returrdifference to airspace users.

2014-209 State vs. IMF inflation forecasts
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Figure 3-20: States’ inflation vs. IMF forecasts
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3.8

General observations

CONTENTS OF PERFORMANCE PLANS

3.8.1

3.8.2

The level of detail presented in the Performanan#®lvaries considerably between
States. None are assessed as containing all thizge@dnformation.

The majority of States did largely follow the PRBii@ance Material [Ref. ix] for the
preparation of Performance Plans. However a nurab&tates used their own format,
which led to additional validation work to recomcflgures and find relevant information.

FAB PERFORMANCE PLANS

3.8.3

3.8.4

3.8.5

3.8.6

3.8.7

3.8.8

3.8.9

Two Performance Plans were submitted at FAB leDelhmark and Sweden submitted
one DK-SE FAB plan while FABEC submitted one plaovering safety, capacity,
environment and military issues with each FABECt&Stsubmitting a separate annex
covering cost efficiency.

Although submitted as FAB Performance Plans, thaildecontained in the FAB plans
tend to demonstrate that only limited decision mghs taking place at FAB level:

— The DK-SE FAB Performance Plan contains separdermeed unit rates for both
Denmark and Sweden, whilst there is common capaaitd safety targets.
Accountability for achieving the FAB capacity targe not clearly allocated to the
States or the newly-established NUAC company, wiiaiot mentioned in the plan.

— The FABEC Performance Plan contains individual -efctiveness targets for each
State and a FABEC capacity target. There is neitheclear FABEC entity
accountable for the capacity target, nor allocabbthe capacity target to States or
ANSPs. This makes it impossible to determine thasistency of the cost-
effectiveness and capacity targets within FABEC.

— The national parts of the FABEC plan are very défe in contents: some contain
their own national capacity targets, while otheysadt.

Mixed FAB and national plans were allowed by ther@uossion for RP1 as a transitional
step. The PRB would encourage States to providéofeance Plans at FAB level in
RP2, so that the balance between costs and camaitype assessed even if there are
different cost-efficiency targets within the FAB.

In case of FAB plans, accountability for achievemeh targets should be clearly
allocated.

The two FAB plans and the 26 individual State plaighlight a lack of coordination of
investment plans at FAB level. For example, all FBB States have heavy investment
programmes, often including the building of a neanttol Centre.

The synergies from FABs are not presented in espiams of how accountable entities
will reach their performance targets. Moreover, plaeential benefits of FABs do not
appear to be factored into the capacity and cdisiefcy targets submitted by FABs and
States.

Finally, it must be noted that only a limited numioé States have provided aggregated
performance targets at FAB level highlighting tlimsistency at FAB level with the EU-
wide targets, as required by Article 5(3) of thefpenance scheme Regulation. Only UK
and Ireland have provided a common specific dociimen
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COMPLIANCE CHECKS

3.8.10

3.8.11

3.8.12

In general, the PRB welcomes the efforts made layeStand NSAs to produce their
Performance Plans. However, there is a signifioariation in the level of detail
provided, particularly regarding the justificatifor not meeting the required targets.

The individual assessment reports (see Volumertyide detailed observations on the
completeness of each Performance Plan.

The performance scheme requires a number of elemintbe included in the
Performance Plans. Details can be found in theertiy@ annexes. Here is a summary of
compliance checks and related PRB’s observations.

— States do not always provide a breakdown of themalt targets to accountable
entities.

— A number of States do not report Determined Terhdaoats for each year.

— Most States do not identify the airports that &erefore required to provide airport
related data during RP1.

— Where the airspace controlled by the main desighAfdSP does not match the
national FIR boundary, cross-border issues are rgiypenot addressed, and
consistency between national targets cannot besssdeA typical case is airspace
controlled by Skyguide within the French FIR.

— The information provided on the interrelationshiiggween targets is generally poor.
This issue is addressed further below.

— Some States do not perform an analysis of sengitwiexternal assumptions.

— A description of the outcome of the consultatiothvatakeholders, including issues
raised by the participants as well as actions aly(éet 10.3(j) of the performance
scheme Regulation), and evidence that informatioas veubmitted on time
(Art 10.2b) are often missing or very limited. Tidsue is addressed further below.

— Beyond target setting, it is important to ensuia targets are met. The performance
scheme (Art 17) includes requirements for perforteamonitoring and corrective
actions by States. Information on monitoring andexiive actions is generally very
poor. This issue is addressed further below.

MONITORING DURING RP1

3.8.13

3.8.14

3.8.15

3.8.16

3.8.17

States are required to describe their approacheantplementation of the Performance
Plan in terms of performance monitoring and coiveamneasures.

In terms of performance monitoring, NSAs are regglito monitor performance during
the reference period and provide a report to the@aan Commission “at least annually
and when performance targets risk not being actieg#rticle 17 of the Performance

Scheme Regulation).

In general, NSAs provide a brief description ofitletended process - in most cases this
involves receiving reports on performance from ANSPs at fixed intervals rather than
the continuous monitoring of performance by the NShe periodicity of the ANSP
reports clearly impacts on the ability of NSAs tmnitor the risk of achieving the
performance targets. The information containedthaRerformance Plans is often limited,
particularly in terms of safety monitoring.

Only a minority of States provide information orethources of data that will be used to
monitor performance.

In terms of corrective measures, most PerformalteesRecognise the need for NSAs to
define corrective actions when performance targats not met. However, no
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Performance Plan provides details of actual camedneasures - it is therefore not
possible to assess their credibility. Taken togetbith the lack of incentive schemes for
safety, environment and capacity targets thisaause for concern.

3.8.18 It is a PRB priority to address this issue, as saw®Performance Plans are adopted. The
PRB, together with NSAs and the Commission will @ep Guidance material on
monitoring (what has to be monitored, content @it&t’ reports, timing for submission,
etc...) and credible corrective actions during RP1.

MILITARY DIMENSION

3.8.19 Most Performance Plans provide a completed sectiothe military dimension of the
Performance Plan. In most cases, this is a stapgtron the application of Flexible Use
of Airspace (FUA) within the State. However, a namlof States explicitly mention
actions to correct shortcomings previously ideatifin the LSSIP 2011-2015.

3.8.20 Only a minority of plans include performance monitg for FUA. States have pointed
out that clarification is needed by the PRB befeffective performance monitoring can
take place before RP2. The PRB will include thithie preparation of RP2.

3.8.21 The FABEC Performance Plan includes three ‘KPIgl &ur Pls to measure “Military
Mission effectiveness (MME)” and targets will ordg set for RP2. The PRB considers
that the well developed civil/military AMC could gride national MIL KPIs. The PRB
encourages the use of such KPIs in RP1.

3.8.22 The PRB encourages States, especially those thatimplemented advanced FUA, to
develop and adopt national Pls to monitor civilitarly performance during RP1.

NSA STAKEHOLDER CONSULTATION

3.8.23 All Performance Plans were subject to some forrpuiflic consultation — in most cases
this took the form of a consultation meeting wittiraft of the Performance Plan as input
material. In a small number of cases (for exampivehia) the meeting was cancelled
due to the absence of participants. However ircadles, airspace users provided NSAs
with written comments.

3.8.24 In general, States and stakeholders, should be eonded for the positive attitude to the
consultation process. However, there is a wideatian in:

— The level of detail on the consultation presentethe Performance Plan, as many
States do not provide consultation material or t@swf the meetings;

— The extent to which Performance Plans were updatecddress stakeholder
concerns, as many States do not describe, eithethey amended their plan, or the
reasons why they chose not to.

3.8.25 Belgium/Luxembourg provide an example where feeklb&dom the consultation
meetings led to the States addressing and chatiggngerformance Plan. In contrast, the
airspace users stated their belief that the Uritisdidom did not undertake a genuine
consultation process for UK Performance Plan, wetards to its cost-efficiency target,
as it states the CP3 decision remains, despiteadoption, in the meantime, of the
independent EU-wide targets.
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4 Summary of National/ FAB Performance Plans assessments

4.1.1 This chapter presents a summary of assessmentgdporindividual States or FABs.
Individual assessment reports can be found in Vellimas well as some details on the
reasoning behind these conclusions.

4.1.2 Figure 4-1 summarises the results of the primargcks on the consistency of the
capacity and cost-efficiency targets, along wite PRB assessment on whether the
proposed targets provide an adequate contributidhet achievement of EU-wide targets
(see last two columns).

Primary Checks Contribution
Performance Plans 9 A A q
Trafic Economic Unit Rate  Unit Rate  Returnon . Cost-
Delay Level . . Capacity . .
Forecast  Assumptions Trend Level Equity Efficiency
Austria x x x x v x x x
Czech Republic v v v x v x v x
Hungary v v v P v v v x
Slovak Republic v x v x % % v x
Slovenia v v v x % v x
Ireland v x % % v x v x
United Kingdom x x x x v x x x
Belgium/Lux v v v v x v v v
France N/A x v x v x N/A x
Germany N/A x v x v x N/A x
The Netherlands v v v v v v v v
Switzerland x v x v x M x v
Poland x v v v v v x v
Lithuania v x v % v v v
Cyprus v x v x ~ ~ v x
Greece x v v v v v x v
Italy v v v P v v v x
Malta v x % P v x v x
Bulgaria v x v v x v v x
Romania v v x v x v v x
Denmark
Sweden
DK-SE
Estonia v * x x v P v x
Finland v x x v v x v x
Latvia v x v P v M v x
Norway v x % ~ P x v x
Portugal v v x ~ ~ ~ v x
Spain continental x x v v x x . x
Spain canarias v v v x x ~
v Consistent
x Not consistent
Consistent with reservations

* Estonia is not part of EUROCONTROL. Therefore the comparison with STATFOR datais not relevant.

Figure 4-1: Summary of Primary Checks
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5.1
5.1.1

5.1.2

51.3

5.1.4

515

5.1.6

5.2

Conclusions and Recommendations

Key Conclusions

The PRB is pleased to acknowledge major progred®Harts made towards adoption of
national/FAB Performance Plans for RP1. It is tingt time that 26 national and 2 FAB

Performance Plans were prepared in a harmonisedomagulted with airspace users and
submitted on-time.

Taken collectively, these Performance Plans arsecto the EU-wide targets for RP1.
Merely some fine-tuning of plans is required in gg&h. This constitutes a very solid base
on which to adopt Performance Plans meeting thewktlg- targets. The submission of
revised plans by end 2011 gives a formal opponrtuigitclose the remaining gaps and
collectively agree on Performance Plans aimingedting the EU targets in 2014.

The detailed assessment reports contained in Vollnsbow that there is sufficient
opportunity to deliver the targets and to improugHter the Performance Plans. Overall,
EU-wide performance targets for RP1 are clearhhiwitreach with reasonable efforts
from all States/FABs.

Everyone concerned has made considerable effodsttap a harmonised Performance
Planning system. A learning exercise will be neagsto reveal opportunities for further
refinement of the performance programme.

The remainder of this chapter presents general P&®®mmendations and advice
resulting from a compilation of all assessmentsec8jg recommendations and advice
concerning individual national/FAB Performance Blare included in the respective
assessment reports in Volume Il. Readers are thuiteefer to these assessment reports
for details.

The PRB recalls the paramount importance of satety, thereby requests States/FABs
to ensure that any measures and operational changeare taken in order to improve
performance as a result of this review in the amfsgost-efficiency, capacity and
environment, must be in accordance with safetyireqents / legislation.

PRB General Recommendations for RP1

R1-GEN The PRB recommends that the European Conamissquests all States ta:

a. examine carefully the individual assessment refdftdume 11), and in
particular the results of the primary checks on ¢basistency of the
capacity and cost-efficiency targets;

b. provide clarifications where a need has been ifliedtin the individual
assessment reports (Volume Il §1.10);

c. take opportunities identified in the individual essment reports
(Volume 1) to further improve their targets.

R2-GEN The PRB considers that performance monioraguires further work and
accordingly recommends that the European Commisdamilitates a
harmonised programme to ensure that all States bafficient guidance
and tools to provide adequate monitoring and rémmrt

R3-GEN The PRB recommends that the European Coramiggves favourable
consideration to asking States to pool NSA resauviz FAB mechanisms
to reduce the regulatory burden on each individiate.
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R4-GEN The European Commission should ensure tiatfinancial tools of the
European Union (including TEN-T and EIB loans) @stnore efficient
investment behaviours and are used in such a wdg aseet the Singl
European Sky objectives.

D

5.3 PRB Recommendations for RP1 - Safety

5.3.1 The performance scheme Regulation does not regulreride targets to be set for safety
during RP1. Nevertheless, Member States were eagedrto set and include in the
National/[FAB Performance Plans, their own naticgefety targets or at least the safety
indicators for monitoring safety performance. THeBPwelcomes that the vast majority
of Member States included a safety part in therfdPmance Plan, as it applies the total
performance approach within the field of ATM/ANShieh seeks to find a balance
across different performance areas (safety, cgpaeibvironment, cost-efficiency,
military dimension) whilst respecting the overrigisafety requirements.

R1-SAF The PRB recommends that the European Conamigsicourages States
that have not already done so, to increase thdarteffor the timely,
implementation of SSP, as it is PRB’s opinion ttras is a fundamental
basis for safety improvements.

R2-SAF The PRB recommends that the European Cornamissquests States that
have not already done so, to use the opportunigppfication of the RAT|
methodology (during ATM safety occurrence analysig investigation) to
develop safety performance indicators for moninourposes as early as
possible during RP1 in the context of the perforoeascheme. The PRB
recommends to the European Commission that Memi&tesS receive
adequate support in implementing the RAT methodolog

R3-SAF The PRB recommends that the European Conamjsaith due regard t
the independence of the AIB, invites States toafid same methodology
for analyzing and investigating ATM safety occuwes in all entities (no
just the ones mentioned in 691/2010).

O

—

R4-SAF The PRB recommends that the European Conumisscourages all States
to implement and prepare for the measurement ofCluiture at three levels
(ANSPs, NSA/CAA, and State particularly with regaodMoT and Justice
Department).

R5-SAF The PRB recommends that the European Coramigssquests States 1o
include an update on the status of recommendatiade by the PRB o
safety in their next national Annual Report, asuresf by Commission
Regulation (EC) No 691/2010.

=]
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5.4
541

542

PRB Recommendations for RP1 - Capacity

The majority of Performance Plans meet the refereraues, which were provided by
EUROCONTROL and used to assess consistency wittEthavide capacity target in
accordance with the Performance regulation.

However, one FAB and five national Performance ®ldo not meet the reference
values. This would generate significant operaticared economic penalties to airspace
users, estimated in the order of €920M over RP#, megate efforts made on cost-
efficiency if not resolved.

R1-CAP

The PRB recommends that the European Conamissipervises actions

all levels to address ANS-related institutionabiess in Greece, in view of

local circumstances, as the delay contribution abitve reference value js
anticipated to increase over time and to be thbdsgof all States in 2014.
This presents a high risk to the performance ofEbeopean network and
requires urgent resolution.

R2-CAP

The PRB recommends that the European Conami§$ notes that although
FABEC only misses its reference value for 2014 byekatively small
margin (0.5 vs. 0.4 min/flight), it is anticipated generate the second
highest additional delays in 2014 due to the higioant of flights handled
and (ii) invites FABEC to contribute the additioredfort needed to reach its
reference value for 2014.

R3-CAP

The PRB recommends that the European Coriamisequests FAB CE
States, the FAB co-ordinator and Network Managendaedite resolution g
the capacity issue in Austria. This is becausefAB CE, there is both
significant capacity shortfall in Austria and spampacity in the
neighbouring States. This generates significanalties for airspace users
who would have to bear both additional delay cést Austria and extra
costs associated with spare capacity elsewhere PR recommends also
that a similar approach is taken for the SW Poltudgapain FAB as well a
for Blue-Med.

= T

[2)

R4-CAP

The PRB recommends that the European Conamiss

o

a. gives the Network Manager sufficient time to depelbe strategic an
operational plans at EU wide level;

b. asks the Network Manager to present for assesshyerthe PRB 4§
Performance Plan by March 2012 including a predesscription of ity
plan and objectives to assisting ANSPs in meetiegdU-wide capacity
target. As required by the revised Performance i@eh@egulation, the
PRB will assess this plan by end June 2012 and mepbrt to the
European Commission.
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5.5
5.5.1

5.6
5.6.1

5.6.2

5.6.3

R5-CAP In order to ensure that the EU-wide en-raatgacity target for 2014 is met,
the PRB recommends that the European Commission:

a. requests Spain, Poland and the UK to improve tagacity plans so ds
to reach the respective reference values for 2bildpnjunction with
the Network Manager;

b. invites those States whose adopted capacity tamyetswell above
delays typically achieved (Bulgaria, Estonia, Ingla Italy, Latvia,
Lithuania, Malta, Portugal) to adopt a capacitygédrcloser to histori¢
performance;

c. requests the Network Manager to monitor the defivadrall capacity,
plans closely, and to take prompt action with ANSsIcerned if
negative deviations from plans are observed.

R6-CAP The PRB recommends that the European Cornamiggquests Italy to
review its incentive mechanism, so that a bonumig granted when delay
per flight performance is better than the histvatues.

PRB Recommendations for RP1 - Environment

The first Reference Period focuses on horizonighflefficiency. This is a performance
area that needs to be addressed at European Adtlgdbugh States were required to
provide any quantified targets, most Performancan®! include elements on
environmental performance, but only FABEC and thlethidrlands include performance
targets. The Network Manager will have a fundamemtig in ensuring delivery of the
EU-wide target for environment. Corresponding pemni@ance objectives should be
included in the Network Strategic Plan.

R1-ENV The PRB recommends that the European Corionisssks the Networ
Manager to include in its Performance Plan a peedescription of its pla
and objectives to meeting the EU-wide environmanget, for adoption &
part of the Network Strategic Plan by March 2012.

O =D X

)

R2-ENV The PRB recommends that the European Cononisssks the Networ
Manager to include in its Performance Plan an ass&st of the overall
performance implications of Free route airspace.

PRB Recommendations for RP1 - Cost-efficiency

Performance Plans collectively fit within the tot-route determined costs for 2012
specified in the EC Decision on EU-wide targets ®P1, and are close to the
intermediate DUR value for 2012 (€58.08 versus &5,7or +0.3%). This constitutes a
solid basis on which to start the reference period.

However, the Performance Plans collectively falbrsiof the EU-wide cost-efficiency
target for 2014 by a relatively small margin (€55i@stead of €53.92, or +2.4%). As a
result, the planned cumulative determined cost8 GIDM) would need to be reduced by
an amount of €256M to meet the EU-wide target atetimediate values over RP1.

PRB’s detailed analysis (Volume I, paragraph 1.88pws that there are sufficient
opportunities to close this gap in most PerformaRt@ns. In most cases, only minor
improvements are needed to provide an adequateimdgign to the EU-wide cost-

efficiency target.
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R1-CEF The PRB recommends that the European Conomiss
a.

requests the States listed below to revise theifoffeance Plans tp
improve their contribution to the EU-wide cost-eiincy target, with a

view to closing the gap in 2014;

only accepts revised Performance Plans which dgtuaprove the
2011-2014 determined unit rates trend;

requires adequate justifications where the trafficecast is revise
downwards over RP1, compared to the initial Perforoe Plan, an
requests States to revise downwards their plannedwte determine
costs accordingly.

R2-CEF The PRB recommends that the European Comamissquests the Stats
listed below to:

a.

b.

carefully reassess the assumptions underlying igpie tisk premiums
and hence higher return on equity for RP1;

provide adequate justifications for the significardreases in the cost
capital for RP1.

R3-CEF The PRB recommends that the European Comnamissquests the Stats
identified as having scope for improvement in temhsupport costs an
productivity (see list below) to carefully addrebsse areas when revisi
their target (for States listed in R1-CEF) or takopportunities for furthe
improvements during RP1 (for the other States).

R4-CEF The PRB recommends that the European Comnomissjuests:
a.

the States identified as having proportionally haggipital expenditurg
programmes (see list below) to carefully assess ntiagnitude ang
priorities of the investments over RP1, taking fudtcount of
opportunities for rationalisation in investment ngawithin FABs or|
other associations (e.g. COOPANS);

all States to specify the contribution of the maimestments to, an
impact on the performance targets by providingresfees to specifi
business cases and or cost benefit analysis anctigteesn of their
relevance in relation to the European ATM MasteanPland in
particular IP1 implementation.

L
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R5-CEF The PRB recommends that the European Conomiss

a.

considers and gives a view on whether the costsitgpes identified in
the Performance Plans of the States listed belounasntrollable cos
factors are compatible with the EC Regulation 120@6;

for those costs deemed uncontrollable in the Padoce Plan, invite
all States to provide the assumptions and raticimslestablishing thes
costs with a view to facilitating the necessaryatipents at the end
the period,;

considers providing more detailed guidance on tleatent of
“uncontrollable costs”, and restricting the uncoliéible costs
categories to prevent abuse in future referendeger

t

S v
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Recommendation

Applicable to

R1- CEF (a)

Austria, Bulgaria, Cyprus, Czech Rejulstonia, Finland,
France, Germany, Hungary, Ireland, Italy, LatviagItd,
Norway, Portugal, Romania, Slovak Republic, Sloagni
Spain Continental, Sweden, United Kingdom.

R2- CEF

Austria, Czech Republic, Estonia, Finldfrdnce, Germany,
Ireland, Malta, Norway, Slovak Republic, Spain (Goental
+ Canarias), United Kingdom.

R3- CEF

Austria, Belgium, Bulgaria, Czech Repullienmark,
Finland, France, Germany, Hungary, Italy, Latvidghiliania,
Malta, The Netherlands, Norway, Poland, PortugamBRnia,
Slovak Republic, Slovenia, Spain, Sweden, Switnekla

R4- CEF (a)

Bulgaria, Czech Republic, Estonia,dfdl France, Hungary
Italy, Latvia, Malta, The Netherlands, Norway, Rigl,
Romania, Slovak Republic, Slovenia, United Kingdom.

R5- CEF (a)

Bulgaria, France, The Netherlands,ig@witzerland,
United Kingdom.

Figure 5-1: Applicability of recommendations on cosefficiency
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5.7 PRB recommendations in preparation of RP2

5.7.1 The experience gained by the PRB from assessimgg tRerformance Plans, and the
knowledge gained of best practices in the StateB&-Avill constitute a solid foundation
for performance monitoring and target setting irRRIR particular, the PRB has learned
a number of lessons from the process for the dpwaat and assessment of the
National/FAB Performance Plans during RP1. Initedommendations are set out in the
following table.

RP2 -1

The PRB recommends that the European Canamigncourages States
develop Performance Plans at FAB level for RP2.

In each FAB plan, the clear accountability for #hievement of target
should be allocated.

RP2 -2

The PRB recommends that the European Caamisequires investment
plans to be better coordinated at least within FABsnsultation and

publication of FAB investment plans could be inaogied in FAB
requirements, in the new governance structure feplayment and/o
amendments to the performance scheme or chargnegnsc

RP2 -3

The PRB recommends that the European Caiamis

a. requests the PRB, to undertake research in cotisnltaith competen
parties, with a view to harmonising incentive sckem

b. to provide further guidelines and consistency gatéo assess the lev
of the cost of capital, rather than just the retamrequity.

RP2 - 4

The PRB recommends that the European Caimmipublishes guideling
to Member States / FABs for the presentation anddineg of the
EUROCONTROL costs in their performance plans tgarticular, describg
which exchange rates or scenario has been usetthdoestablishment @
these costs.

RP2 -5

The PRB considers that a common and hasedrituropean methodolog
for development of safety performance indicatord emrresponding targe
on State level (taking into account EU-wide perfante targets) is needeg
Accordingly, the PRB recommends that the Europeamr@ission invites
EASA to develop, with the support of EUROCONTROLagpropriate, ar
acceptable means of compliance for this progranmieetdeployed prior t
the second reference period..

5.8 Link with States outside the SES

5.8.1 The PRB recognises the importance of extending FBeformance Scheme to
neighbouring countries. The PRB in its capacityh@sPerformance Review Commission
intends to pass this report to EUROCONTROL in cogjion with the European
Commission through a PRC report to the Provisiddalncil, for States to note and
support at a Pan-European level.
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Annex I: Assessment methodology

The PRB has developed a common approach for asgeb& adequacy of the contribution of
national/FAB Performance Plans, and their consistenith the EU-wide capacity and cost-
efficiency targets. This approach has been desigiwede fair, standardised, robust and
transparent.

Annex 1l of the Commission Regulation (EU) No 62010 (the performance scheme
Regulation) defines several assessment criteriashvtén be grouped into three main categories
for RP1: General criteria, Capacity criteria anagsGafficiency criteria.

For each assessment criterion, the PRB has devktopeor two corresponding primary check(s)
as well as several additional supporting checkschviiave been designed to inform the PRB
whether the Performance Plan is consistent withl, raakes adequate contribution to, the EU-
wide capacity or cost-efficiency target.

It must be noted that failing one or several prynelnecks does not necessarily mean that the
national/FAB contribution to the EU-wide capacity apst-efficiency target is assessed as not
adequate, given that:

— some checks are more important (the delay levetdpacity; the unit rate trend and the
unit rate level for the cost-efficiency); and

— local conditions and exceptional circumstances ralsst be considered.

The purpose of this annex is to present the varbesks that have been considered by the PRB
during the assessment.

1. Safety review

For RP1, Regulation 691/2010 requires specifiedopmance indicators to be defined prior to
RP1 and monitored during RP1. States may adopobnatFAB Safety targets for RPL1.
Accordingly, the PRB, in coordination with EASA,sheeviewed, commented upon and included
in each assessment report the following elememaserkto safety included in the Performance
Plan:

— Safety performance monitoring capabilities;
— Safety KPIs / Pls, Targets, alert threshold (if)any
— Safety observations;
— Safety interdependencies;
— Recommendations (optional).
2. Environment review

For RP1, in the absence of environment assessmiéatiac as well as of any obligations for

States to include national/FAB environment targatgheir Performance Plans, the PRB has
reviewed, commented upon and included in each sssed report the information related to

environment included in the Performance Plan.

3. Capacity assessment

The PRB applied the assessment criteria describefinnex Il of the performance scheme
Regulation:

— Delay level: Comparison of the expected level of en route ATHBlay with the
reference value provided by the capacity plannmoggss of EUROCONTROL.

To this criterion, the PRB has applied the follogviprimary check:

48



» Is the national/FAB capacity target equal or belthe reference value provided
by the capacity planning of EUROCONTROL?

This analysis has been complemented by additidmatks to verify whether the ANSP
capacity plan (LSSIP 2011-2015) was in line witle tteference value provided by
EUROCONTROL as well as with the capacity targethef Performance Plan.

The military dimension of the plan was also revidwad commented.

4. Cost-efficiency assessment

The PRB applied the five assessment criteria desetrin Annex Il of the performance scheme
Regulation in the following order:

Traffic forecast assumptions: comparison of local service unit forecasts usedhi
Performance Plan with a reference forecast suckEWROCONTROL Statistics and
Forecast Service (STATFOR) traffic forecasts.

To this criterion, the PRB has applied the follogviprimary check:

* Are forecast total service units equivalent to SFBR forecasts published in
May 2011, for every year until 2014?

This analysis has been complemented by additidrestks to evaluate whether there was
an appropriate rationale for use of a differenfficdorecast and whether this impacted
the assessment of consistency with the EU-widestarg

Economic assumptions:Check that the inflation assumptions used in tegdPmance
Plan are in line with a reference forecast suchv&s(International Monetary Fund) and
EUROSTAT forecasts.

To this criterion, the PRB has applied the follogviprimary check:

» Are inflation forecasts equivalent to IMF averageflation rate forecast
published in April 2011, for every year until 2014?

This analysis has been complemented by additidrestks to evaluate whether there was
an appropriate rationale for using a forecast dtfieem annual average from IMF.

Unit rate trend: assessment whether the submitted Determined Ut#sRBURS) are
planned to evolve consistently with the Europeatiobhwide cost-efficiency target and
whether they contribute in an adequate mannere@dthievement of the aforementioned
target during the entire reference period as veetbaeach year individually.

To this criterion the PRB has applied the followprgmary checks:

* Is the average annual improvement in determined naé equal to, or better
than, the improvement corresponding to the EU tafgethe period 2011-2014
(-3.5%)7?

* Is the average annual improvement in determined naté equal to, or better
than, the improvement corresponding to the EU tammeer the period 2009-
2014
(-3.2%)?

This analysis has been complemented by additiohatls to evaluate the potential
changes in determined costs and forecast trafficpesed to the November 2010 and
June 2011 submissions to the Enlarged Committee afipropriate justifications, the
potential changes in cost categories or by diffeemtountable entities as well as the
impact of the one-off adjustment to EUROCONTROLtsas 2011.

These additional checks also evaluated the levetapital expenditure, whether the
investment programme addresses delay problems aether the corresponding FAB
was making sufficient contribution to the EU-wideget.
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Determined unit rate level comparison of the submitted local unit rates wiitle
average unit rate of Member States or FABs havisgrdlar operational and economic
environment.

To this criterion the PRB has applied the followprgnary check:

* Is determined unit rate in 2014 equivalent to olole the average of the
determined unit rates of the comparator group State identified in the latest
ACE 2009 Benchmarking Report (June 2011) and PRiis$ report proposing
EU-wide targets for RP1 (September 2010) (see Eiddr)

Group 1 Group 3 Group 5 Group 7
Spain continental Austria Norway Ireland
France Denmark Sweden Portugal
Germany Switzerland Finland Spain canarias
Italy Poland
United kingdom Group 4 Group 8

Belgium/Lux Group 6 Cyprus

Group 2 The Netherlands Latvia Greece
Czech republic Estonia Malta
Hungary Lithuania Bulgaria
Slovak republic Romania
Slovenia

Figure I-1: Comparator groups for the assessment ahe cost-efficiency target

It was complemented by additional checks to compaeerend with peer group States,
to evaluate the impact of exchange rates/costvifgi(PPP), the proportion of gate-to-
gate costs allocated to en-route, the proportioM&T costs, as well as the ATCO
employment costs, ATCO productivity, and supporstsoper composite flight-hour
compared to peer group States in 2009

Return on equity: assessment of the return on equity of the airgadidin service
providers in relation with the actual risk incurred

To this criterion the PRB has applied the followprgnary check:
* Isrisk premium equivalent to or below the EU-waderage risk premium?

It was complemented by additional checks to evaelushether the pre-tax weighted
average cost of capital (WACC) or the asset basesprvice unit was significantly

higher than the EU and comparator group averageelisas the value of the equity beta
(B) if the Capital Asset Pricing Model (CAPM) methdalgy was used to compute the
return on equity.

5. General criteria

Finally, the PRB has considered the general caitésted in Annex Il of the performance
scheme Regulation:

Compliance with the requirements and assessmehe giistifications;
Factual analysis taking into account the overaliagion;
Interrelations between all performance targets;

Standards of performance at the start of the neferegperiod and scope for further
improvement.
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Volume ll;

Assessment reports for each national or FAB

Performance Plan

FABs

Performance Plans

FAB CE

Austria

Czech republic

Hungary

Slovak republic

Slovenia

UK - IR

Ireland

United Kingdom

FAB EC

Belgium / Luxembourg

France

Germany

The Netherlands

Switzerland

FABEC

Baltic

Poland

Lithuania

Blue Med

Cyprus

Greece

Italy

Malta

Danube

Bulgaria

Romania

Danish / Swedish

Denmark-Sweden FAB

NEFAB

Estonia

Finland

Latvia

Norway

SW Portugal - Spain

Portugal

Spain
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