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Subject: State Aid SA.55373 (2020/N) – Croatia 

COVID-19: Damage compensation to Croatia Airlines  

Excellency, 

1. PROCEDURE 

(1) Following pre-notification contacts
1
, by electronic notification of 13 November 

2020, completed on 24 November 2020, Croatia notified aid in the form of a 

direct grant in favour of Croatia Airlines d.d. (“Croatia Airlines” or the 

“beneficiary”). Croatia notified the aid as damage compensation pursuant to 

Article 107(2)(b) of the Treaty on the Functioning of the European Union 

(“TFEU”) (the “damage compensation”).  

(2) Croatia exceptionally agrees to waive its rights deriving from Article 342 TFEU, 

in conjunction with Article 3 of Regulation 1/1958
2
 and to have this Decision 

adopted and notified in English. 

                                                 
1
  Croatia pre-notified the measure on 30 September 2020. During the pre-notification phase, the 

Commission exchanged with the Croatian authorities emails, conference calls and working documents, 

notably calculations, etc. The exchanges took place until 11 November 2020. 

2
  Regulation No 1 determining the languages to be used by the European Economic Community, OJ 17, 

6.10.1958, p. 385. 
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2. DESCRIPTION OF THE MEASURE 

2.1. Objective of the measure 

(3) The objective of the measure is to make good the damage suffered by Croatia 

Airlines due to the imposition of travel restrictions and other containment 

measures linked to the COVID-19 outbreak (the “COVID-19 restrictions”).  

(4) The measure will cover the losses as described in section 2.8, to offset and 

compensate the difference between revenues minus the avoided costs recorded in 

the period between 19 March and 30 June 2020 (“the compensation period”) and 

the audited 2019 financial accounts for the same period.  

2.2. The travel restrictions linked to the COVID-19 outbreak 

(5) The COVID-19 outbreak resulted in travel restrictions and the closing down of 

the vast majority of passenger air transport services globally.  

(6) The Croatian government declared a national pandemic on 11 March 2020 on the 

same day that the World Health Organisation (‘WTO’) proclaimed the COVID-19 

pandemic
3
, two weeks after Croatia registered the first confirmed COVID-19 case 

on 25 February 2020
4
. Croatia adds that, as a reaction to the national pandemic 

declaration, on 12 March 2020, the Emergency Response and Crisis Team of 

Croatia Airlines (NOTAM) issued a special notice. The NOTAM notice of 12 

March 2020 warned the pilots of certain travel restrictions stemming from the 

official proclamation of the pandemic by the WHO and the Croatian government.  

The NOTAM notice provided instructions on the handling of passengers who had 

been in contact with infected persons or had travelled to areas affected by the 

pandemic in the previous 14 days. 

(7) The Croatian authorities explain that Croatia Airlines’ international and domestic 

passenger traffic was affected by the health measures as of 11 March 2020. They 

explain that Croatia Airlines had already started experiencing the negative effects 

even prior to that date because several countries, including Croatia, imposed 

travel restrictions and closed borders to certain parts of the world in order to 

contain the spread of the COVID-19 virus.  

(8) On 16 March 2020, the Commission invited Member States to apply a 

coordinated restriction on non-essential travel from third countries into the Union, 

for an initial period of 30 days, subsequently extending it twice until 15 June 

2020
5
. That travel restriction, as well as the invitation issued by the Commission 

on 11 June 2020 to prolong it until 30 June 2020, applied to 30 countries in total, 

                                                 
3     https://www.who.int/director-general/speeches/detail/who-director-general-s-opening-remarks-at-the-

media-briefing-on-covid-19---11-march-2020 

4
  Decision of the Croatian Minister for health from 11 March 2020 

https://zdravstvo.gov.hr/UserDocsImages/2020%20CORONAVIRUS/ODLUKA%20O%20PROGLA

%C5%A0ENJU%20EPIDEMIJE%20BOLESTI%20COVID-19.pdf 

5
     https://ec.europa.eu/transparency/regdoc/rep/1/2020/EN/COM-2020-115-F1-EN-MAIN-PART-1.PDF 
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including all Schengen Member States (as well as Bulgaria, Cyprus and Croatia) 

and the four Schengen Associated States (Iceland, Liechtenstein, Norway and 

Switzerland)
6
.  

(9) Following the Commission recommendation, on 19 March 2020 the Croatian 

Civil Protection Authority
7
, which is the entity empowered to centrally manage 

the COVID-19 crisis, adopted a temporary ban on crossing Croatia's borders
8
. 

The Croatian authorities state that the purpose of the ban was to prohibit or 

temporarily restrict persons from crossing all borders of the Republic of Croatia. 

That decision banned all border crossings except in cases of repatriation of 

Croatian and foreign citizens, health workers, diplomats, police and civil 

protection officers, staff of international organizations, international military staff, 

transiting passengers and cross-border workers. The resulting travel ban severely 

affected Croatia Airlines’ international operations with the grounding of its planes 

and a continuous drop in its passenger numbers.  

(10) On 30 June 2020
9
, the Croatian Civil Protection Authority amended the travel ban 

of 19 March 2020, lifting all travel restrictions for Member States and Schengen 

associated states and EU long-term residents. By the same decision, the Croatian 

Civil Protection Authority also lifted restrictions on travel due to tourist, 

economic or educational reasons among others for citizens of third countries 

provided they fulfil the conditions set by the national public health authorities. 

(11) During the compensation period, in order to prevent and limit the spread of the 

COVID-19 virus in Croatia, the Croatian authorities adopted various containment 

measures. They included limitations related to the free movement of people, 

travel and gatherings, schools, and the carrying out of commercial activities, 

including the gradual suspension of most commercial flights to and from Croatia.  

2.3. The impact of the travel restrictions on Croatia Airlines between March 

and June 2020 

(12) The containment measures caused a significant drop of demand for air passenger 

travel in Croatia. According to the data of the Croatian Bureau of Statistics, traffic 

at Croatia’s airports (number of aircraft operations) recorded a 62.4% drop in the 

first five months of 2020 compared to the same period of 2019
10

. 

(13) Due to the containment measures adopted by Croatia and other countries, Croatia 

Airlines had to cancel scheduled flights during March 2020. In March 2020, the 

                                                 
6
  https://ec.europa.eu/info/live-work-travel-eu/health/coronavirus-response/travel-and-transportation-

during-coronavirus-pandemic_en 

7
   Stožer civilne zaštite Republike Hrvatske; https://civilna-zastita.gov.hr/ 

8
  Narodne novine 32/2020, broj 714, službeni dio, https://narodne-

novine.nn.hr/clanci/sluzbeni/2020_03_32_714.html  

9
  Narodne novine 74/2020, broj 1439, službeni dio, https://narodne-

novine.nn.hr/clanci/sluzbeni/2020_06_74_1439.html 

10
  www.dzs.hr; Traffic at airports 
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number of passengers declined by 61.5% compared to the same month of 2019
11

. 

The drop was significantly sharper in April (99.4%) and May (98.3%). In June 

2020, when the airports opened and the containment measures were eased, the 

number of passengers was still down by 94.7%. 

(14) During the compensation period, Croatia Airlines could only provide cargo 

flights, as well as repatriation and on-demand flights with the pre-approval of the 

Croatian Government. Since the outbreak started, Croatia Airlines operated 

repatriation flights enabling 23,000 Croatian citizens to return home. In April 

2020, the Croatian Civil Aviation Agency allowed Croatia Airlines to transport 

protective equipment in the passenger cabin of aircrafts. 

(15) As shown in Table 1, between March and June 2020, the COVID-19 restrictions 

severely affected several indicators of Croatia Airlines’ performance, as 

compared to actual figures for the same period in 2019. Croatia Airlines cancelled 

79% of its planned flights. The number of flights dropped by 77% compared to 

the same period of 2019.  

Table 1: Traffic performance 

Month 

Flights Number of Passengers 

2020 2019 2018 Differences 

2020-2019 

Index 

2020/2019 

2020 2019 2018 Differences 

2020-2019 

Index 

2020-

2019 

March 1,178 1,744 1,769 -566 68 54,826 131,611 132,962 -76,785 42 

April 103 2,377 1,973 -2,274 4 4,262 172,758 149,399 -168,496 2 

May 261 2,919 2,838 -2,658 9 12,740 211,337 213,591 -198,597 6 

June 769 2,884 2,903 -2,115 27 43,517 230,738 231,804 -187,221 19 

Grand 

Total 

2,311 9,924 9,483 -7,613 23 115,345 746,444 727,756 -631,099 15 

 

Source: Croatia Airlines 

(16) As of early March 2020, Croatia Airlines suspended its flights on the existing 

international routes, maintaining reduced capacity for repatriation activities. Until 

11 May 2020, Croatia Airlines operated one flight a day only, on the route 

Zagreb-Frankfurt-Zagreb. After the measures were eased, Croatia Airlines 

resumed certain flights from Zagreb on 11 May 2020. It did so by operating two 

daily rotations for Split and Dubrovnik, introducing an additional rotation on the 

route from Zagreb to Frankfurt in the final week of May, and reintroducing flights 

from Zagreb to Amsterdam. In the final week of May 2020, Croatia Airlines 

operated 14 flights a day. In June 2020, it gradually increased the number of 

                                                 
11

    www.dzs.hr; Releases: Traffic at airports in March, April and May 2020. 
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routes, but the scope of flights remained reduced. The daily block time
12

 reached 

30-38 flights a day in the final week of June, compared to 90-97 flights a day 

operated in the same period of 2019. Table 2 illustrates a large gap in the number 

of flights between March and June 2020 in comparison to the same period in 

2019.  

(17) Uncertainty related to demand and daily changes of the epidemiological situation 

in Croatia, Europe and the rest of the world, prompted Croatia Airlines to 

revaluate every week its planned flight schedule for 2020, adjusting it to market 

developments. 

Table 2: Number of flights 

 
Source: Croatia Airlines  

 

 

(18) Table 3 illustrates actual passenger numbers between March and June 2020 in 

comparison to the same period in 2019. A total of 115,345 passengers were 

carried, a mere 15% of the numbers from the same period of 2019 (631,000 

passengers less). Passenger per kilometres declined by 86%, with a passenger 

load factor (PLF)
13

 of 49.4%, i.e. 23.5 percentage points down from the same 

period of 2019. 

 

 

 

 

 

 

 

 

                                                 
12

   Meaning the total amount of time a flight takes, from pushing back from the departure gate (“off-

blocks”), to arriving at the destination gate (“on-blocks”). 

13
  Passenger Load Factor (PFL) measures the capacity utilization of an airline. PLF represents the 

proportion of the airline’s output that is actually consumed in a form of a ratio of passenger-kilometres 

travelled to seat-kilometres available. 
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Table 3: Passenger numbers 

 

 
Source: Croatia Airlines 

 

(19) Table 4 shows that Croatia Airlines generated a net loss of HRK 92.2 million 

(approximately EUR 12.2 million) in the period from March 2020 to June 2020. 

That loss is HRK 89 million (approximately EUR 11.9 million) higher than the 

loss suffered by Croatia Airlines in the same period of 2019. Its loss in 2020 is a 

direct consequence of the reduced block time, and number of passengers carried 

during the COVID-19 outbreak due to the restrictive measures adopted by 

Croatia. Operating revenues declined by HRK 420.6 million (approximately EUR 

56 million), and costs by HRK 340.4 million (approximately EUR 45.3 million), 

mostly because of the reduced number of passengers. In normal circumstances, 

Croatia Airlines starts generating a profit in the second quarter, given the 

seasonality of demand. 

(20) When looking at the EBIT
14

, the result for the period from March to June 2020 

was HRK 88.5 million (approximately EUR 11.8 million) lower compared to the 

same period of 2019. 

                                                 
14

   EBIT refers to earnings before interest and taxes. EBIT is an indicator of a company's profitability. 

EBIT can be calculated as revenue minus expenses excluding tax and interest. EBIT is also referred to 

as operating earnings, operating profit, and profit before interest and taxes. 
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(21) The sources of the financial data set out in Table 4 are the audited 2019 financial 

reports and the financial data for the first eight months of 2020 provided by the 

beneficiary. 

 

 

 

           Table 4: Financial performance  

 

HRK Year March April May June Total 

Operating 

revenues 

2018 108,712,264 111,571,038 174,366,819 183,064,314 577,714,436 

2019 107,875,509 142,731,753 167,142,987 185,651,211 603,401,460 

2020 75,565,734 20,299,479 30,090,646 56,812,459 182,768,318 

Diff. 2020-

2019 

-32,309,775 -122,432,274 -137,052,341 -128,838,753 -420,633,142 

Operating 

expenses 

2018 120,654,765 130,732,291 165,092,421 168,491,061 584,970,539 

2019 117,788,209 142,007,432 175,910,748 167,123,768 602,830,157 

2020 95,530,829 50,107,794 48,410,035 68,390,506 262,439,164 

Diff. 2020-

2019 

-22,257,380 -91,899,638 -127,500,713 -98,733,262 -340,390,993 

Net 

profit/loss 

2018 -11,946,262 -17,760,936 8,920,502 13,731,491 -7,055,204 

2019 -12,303,962 -1,386,885 -10,826,269 21,345,475 -3,171,641 

2020 -29,550,617 -30,236,588 -21,316,893 -11,098,163 -92,202,260 

Diff. 2020-

2019 

-17,246,655 -28,849,703 -10,490,623 -32,443,638 -89,030,620 

EBIT 2018 -11,642,590 -17,416,629 9,204,272 14,191,674 -5,663,273 

2019 -10,897,900 311,267 -9,211,110 22,925,4040 3,127,660 

2020 -27,796,290 -28,519,972 -19,609,627 -9,423,607 -85,349,496 

Diff. 2020-

2019 

-16,898,390 -28,831,238 -10,398,517 -32,349,011 -88,477,156 

Source: Croatia Airlines 
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2.4. National legal basis 

(22) On 13 November 2020, the Croatian Government adopted a decision (the 

“Government decision”)
15

 approving the grant of aid to compensate Croatia 

Airlines for damage suffered due to the COVID-19 outbreak. The Ministry of 

Sea, Transport and Infrastructure, as a granting authority, is instructed to 

implement the Government decision in cooperation with the Ministry of Finance 

and pay the aid by 31 December 2020 at the latest.  

2.5. Form, budget and duration of the measure 

(23) The measure provides aid in the form of a direct grant in the amount of HRK 88.5 

million (approximately EUR 11.7 million)
16

. That amount, EUR 11.7 million, will 

be provided as a one-off damage compensation in line with the methodology set 

out in section 2.8. 

2.6. Administration of the measure 

(24) The granting authority is the Ministry of the Sea, Transport and Infrastructure, 

which will also administer the measure on behalf of the Croatian State.  

2.7. Beneficiary 

(25) The sole beneficiary of the measure is the airline Croatia Airlines d.d. The share 

capital of the company, with a total amount of HRK 277,879,530 (approximately 

EUR 37 million) is divided into 27,787,953 ordinary shares, of which 9,899,755 

are in free float on the Zagreb Stock Exchange, while the Croatian State owns the 

rest
17

. It was founded in 1989 and generated a turnover of EUR 1,728,288,841 

HRK (approximately EUR 230.4 million) in 2019. At the end of June 2020, 

Croatia Airlines operated a fleet of 13 aircraft: seven Airbus, of which an A320 

and an A319 were under an operating lease, and six Q400, all under an operating 

lease. Currently, Croatia Airlines has 1,021 employees.  

(26) Croatia Airlines, a member of Star alliance, connects 38 destinations in 24 

European countries. It handled 1.9 million passengers with a passenger load 

factor of 73.6% in 2019. In August 2019, Croatia Airlines had Croatia’s second-

largest seat share (15.5%) after Easyjet (16.4%). The data shows that Croatia 

Airlines’ monthly market share in 2019 ranges from 15% in the summer months 

                                                 
15

    Prijedlog odluke o dodjeli državne potpore društvu Croatia Airlines d.d. za naknadu štete uzrokovane 

pandemijom bolesti COVID-19, 20. sjednica Vlade Republike Hrvatske, 

https://vlada.gov.hr/sjednice/20-sjednica-vlade-republike-hrvatske-30808/30808  

16
    Exchange rate on 13 November 2020: 1 EUR = 7.56 HRK,  https://www.index.hr/info/tecaj 

17
  Directly, the State holds via the Ministry of State Property 97.2% of the issued capital. Indirectly the 

Croatian State holds shares through different fully or partially State-owned companies, specifically 

Zagreb Airport LLC 1.72%, Croatian Postal Bank 0.6%, Janaf, a crude oil transportation company 

0.08%, Croatian lottery 0.01%, Astra International d.d. in bankruptcy 0,01 and Hrvatska pošta d.d. 

0.009%. Information available at : https://www.croatiaairlines.com/About-us/Financial-

information/Ownership-structure 
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July and August to 50-52% in the winter months December to February.
18

 Other 

airlines serving the Croatian market include low-cost carriers (such as Eurowings, 

Ryanair, Vueling and Volotea) and incumbent carriers (Lufthansa, IAG, AF-KLM 

and SAS). Croatia Airlines also provides charter, cargo and aircraft maintenance 

services.  

2.8. Eligible costs and detailed arrangements for damage compensation under 

Article 107(2)(b) TFEU 

(27) The eligible costs for compensation correspond to the damage directly caused to 

Croatia Airlines by the COVID-19 restrictions. The Commission notes that while 

the Croatian authorities point to certain travel restrictions in place in early March 

2020, the damage period directly linked to the COVID-19 outbreak started with a 

first official ban on crossing Croatia’s borders. That general travel ban was 

adopted on 19 March 2020 and lasted until 30 June 2020 when Croatia lifted 

travel restrictions for Member States, Schengen and Schengen associated States. 

The damage caused in that period is defined as the loss of revenues due to the 

COVID-19 travel restrictions and other containment measures minus the avoided 

costs recorded in comparison to revenues and costs as from the audited 2019 

financial accounts during the same period.  

(28) Based on information provided by Croatia, Table 5 shows the damages suffered 

by Croatia Airlines that the Croatian authorities consider eligible for 

compensation. According to those calculations, Croatia Airlines suffered during 

the compensation period an estimated operating revenue loss of HRK 

400,830,377 (approximately EUR 53,241,428), resulting from both a decrease in 

the number of flights operated as well as a reduced load factor for the few 

remaining flights (essentially charter and flights upon request) in comparison to 

the same period in 2019. An estimated HRK 290,804,457 (approximately EUR 

38.5 million) in cost reductions were deducted from lost revenues. 

Those cost reductions include lower direct operating costs, such as costs related to 

reduction of block time, number of flights and number of passangers (fuel, 

aircraft lease, air traffic services, navigation, reservation system, sales 

commission), as well as indirect cost savings related to active management 

measures undertaken by Croatia Airlines such as reductions in staff costs 

(salaries, education trip, other staff costs), catering, promotion costs, cost of 

foreign branch offices, administrative and other costs. This results in net losses 

eligible for compensation of HRK 110,025,920 (EUR 14,614,504). 

Table 5: Calculation of eligible costs 

Eligible costs  

 

 

 

19 March – 30 June 

2020 vs. 19 March – 30 

June 2019 (HRK) 

 19 March  – 30 June  

2020 vs. 19 March – 30 

June 2019 (EUR) 

Notes 

 

Decrease in operating 

revenues compared to annual 

report 2019 

 

 400,830,377 
 

 53,241,428 
 

                                                 
18

  Croatia Airlines Consolidated and Separate Annual report for the Year ended 31.12.2019, page 36.  



 

10 

 

 

Reduction of direct costs 

avoided as result of 

significant reduction of 

activity 

 

 

 

 258,265,329 

 

 

 34,304,822 

Costs related to reduction 

of block time, number of 

flights and number of 

passangers (fuel, aircraft 

lease, air traffic services, 

navigation, reservation 

system, sales commission) 

 

Reduction of indirect costs as 

result of active management 

measures 

 
36,778,432 

 

 

 

 

 

 4,885,199 

Reduction of costs related 

to undertaken active 

management measures: 

staff costs (salaries, 

education, business trip, 

other staff costs), catering, 

promotion costs, cost of 

foreign branch offices, 

administrative costs and 

other costs. 

 

Reduction of depreciation 

and other financial costs 

 

-4,239,303 

 

 -563,097 

Depreciation + interest 

 
Total net damages resulting 
from loss of revenues  
11 March - 30 June 2020 

 

 

 

 110,025,920 

 

 

 14,614,504 

 

Source: Croatia Airlines 

(29) To verify the loss of revenue, the Commission notes that Croatia provided EBIT 

data on a monthly basis, while for March 2020 the containment measures were 

taken from 19 March onwards (see recital (9)). Using the data provided in Table 4 

and estimating EBIT for the period of 19 March to 31 March to be 13/31 (13 

days, including 19 March) of the total March EBIT, the Commission estimates the 

EBIT difference between the years 2019 and 2020 for the period 19 March to 30 

June to be around HRK -78,665,729 (approximately EUR 10,405,519). 

Table 6: EBIT figures in HRK  

 
19 March - 

31 March April  May  June Sum 

2019 -4,570,087 311,267 -9,211,110 22,925,494 9,455,564 

2020 -11,656,509 -28,519,972 -19,609,627 -9,423,607 -69,209,715 

Difference -7,086,422 -28,831,239 -10,398,517 -32,349,101 -78,665,279 

Source: European Commission own calculation based on data provided by Croatia 

Airlines (see Table 4) 

(30) The profitability figures are estimates given that profitability is not uniformly 

distributed within a month. The Commission notes that daily passenger data show 

a steady increase of passengers transported in March 2019 and a sharp decline in 

March 2020 (see Table 7). The higher passenger numbers may indicate that there 

was a better financial result in the second half of March 2019. It is possible that 
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the concrete EBIT difference could therefore lie between HRK – 78.7 million and 

HRK – 88.5 million
19

. 

 

 

 

 

Table 7: Daily passenger data January – March 2020  

 

Source: Croatia Airlines  

(31) According to the Croatian authorities, Croatia Airlines has taken a number of 

measures to minimise the damage caused by the COVID-19 outbreak. Croatia 

explained that in order to alleviate the consequences of that crisis, the beneficiary 

undertook urgently extensive cost-cutting measures on all levels. They include the 

cancellation of some short- and long-term seasonal leases and negotiating with 

the lessor about prolonging the start of charging a long-term dry lease
20

 until the 

                                                 
19

  HRK 88.5 million is the EBIT difference between 2019 and 2020 for the period 1 March to 30 June, as 

provided by Croatia Airlines (see recital (20) and Table 4). The possibility of EBIT difference be 

higher than HRK -78.7 million may be further supported by the fact that the 2
nd

 quarter of 2019 was 

profitable in contrast to the 1
st
 quarter. 

20
    A dry lease is a leasing arrangement whereby an aircraft financing entity (lessor) provides an aircraft 

without crew, ground staff, etc. Dry lease is typically used by leasing companies and banks, requiring 

the lessee to put the aircraft on its own air operator's certificate (AOC) and provide aircraft 
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start of the summer season of 2021. Furthermore, Croatia Airlines has agreed 

reductions of various costs or payment deferrals with other suppliers. It has 

reduced investments, suspended the hiring of seasonal staff, delayed promotional 

campaigns and reduced promotional costs in all markets. Croatia Airlines also 

reached an agreement with social partners on a temporary decrease of salaries, 

along with the already reduced budget for business travels and the training of 

non-operative staff.  

(32) The Croatian authorities confirm that the damage estimation will be audited and 

certified by an independent expert based on Croatia Airlines’ financial accounts. 

Croatia Airlines committed to provide the Croatian authorities with a full report 

of all the revenues and costs related to its passenger transport activities for the 

period March-June 2020, by 31 March 2021 at the latest.  

2.9. Commitments 

(33) As regards the damage compensation, the Croatian authorities committed to put in 

place the following safeguards to avoid overcompensation:  

(a) Any payment exceeding the damage suffered as a direct consequence of 

the COVID-19 outbreak will be recovered including interests from the 

date of aid disbursement until the date of recovery.  

(b) Any payment to Croatia Airlines will be net of any amount recovered by 

insurance, litigation, arbitration or other source for the same damage. If 

the aid is paid out before the insurance, the authorities will recover the 

insurance amount from Croatia Airlines including interest.  

(c) The benefit of the aid is excluded to the extent that Croatia Airlines is 

responsible for the damage suffered or did not conduct its activities with 

due diligence or in compliance with applicable legislation or did not take 

any measure to mitigate its damages. 

(d) The aid may not be cumulated with other aid for the same eligible costs. 

(e) The Croatian authorities will provide a report by 30 June 2021 on the 

implementation of the aid and the final calculation of the damages 

suffered by Croatia Airlines. If that final calculation indicates that the aid 

leads to an overcompensation, the amount of this overcompensation will 

be repaid including interest. 

(34) Finally, Croatia committed to suspend the award and/or payment of the notified 

aid if Croatia Airlines still has at its disposal earlier unlawful aid that was 

declared incompatible by a Commission decision (either as individual aid or aid 

under an aid scheme being declared incompatible), until Croatia Airlines has 

reimbursed or paid into a blocked account the total amount of unlawful and 

incompatible aid and the corresponding recovery interest. 

                                                                                                                                                 
registration. A typical dry lease lasts upwards of two years and bears certain conditions with respect to 

depreciation, maintenance, insurances, etc., depending also on the geographical location, political 

circumstances, etc. 
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2.10. Transparency 

(35) Croatia indicates that it will publish the relevant information on the aid and the 

beneficiary in line with the requirements of the Commission’s communication on 

transparency
21

 on the website of the Ministry of Sea, Transport and Infrastructure 

as the granting authority.
22

  

 

3. ASSESSMENT 

3.1. Existence of State aid 

(36) For a measure to be categorised as aid within the meaning of Article 107(1) 

TFEU, all the conditions set out in that provision must be fulfilled. First, the 

measure must be imputable to the State and financed through State resources. 

Second, it must confer an advantage on its recipients. Third, that advantage must 

be selective in nature. Fourth, the measure must distort or threaten to distort 

competition and affect trade between Member States. 

(37) The Commission notes that Croatia notified the measure as State aid and does not 

dispute the State aid character of the measure. 

(38) The measure is imputable to the State, since it is administered by the Ministry of 

Sea, Transport and Infrastructure and is based on the Government decision 

referred to in recital (22). The aid is financed through State resources, since the 

grant will be awarded by the Ministry of Sea, Transport and Infrastructure while 

being funded by the general budget of Croatia. 

(39) The measure confers an advantage on Croatia Airlines by compensating Croatia 

Airlines for damage directly caused by the COVID-19 restrictions. Croatia 

Airlines receives the compensation in a form of a non-reimbursable grant 

provided at no cost. The provision of a grant is not an act of a market economy 

operator, and it liberates the beneficiary from costs that would normally be borne 

from its own budget.  

(40) The advantage granted by the measure is selective, since it is awarded to a single 

beneficiary, Croatia Airlines.  

(41) The measure is liable to distort competition, since it strengthens the competitive 

position of Croatia Airlines. It also affects trade between Member States, since 

Croatia Airlines is active in the aviation sector, in which intra-Union trade exists 

(recital (26)). 

                                                 
21

  Communication from the Commission amending the Communications from the Commission on EU 

Guidelines for the application of State aid rules in relation to the rapid deployment of broadband 

networks, on Guidelines on regional State aid for 2014–2020, on State aid for films and other audio-

visual works, on Guidelines on State aid to promote risk finance investments and on Guidelines on 

State aid to airports and airlines (OJ C 198, 27.6.2014, p. 30). 

22
  https://mmpi.gov.hr 
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(42) In view of the above, the Commission concludes that the measure constitutes 

State aid within the meaning of Article 107(1) TFEU.  

3.2. Lawfulness of the measure 

(43) After notifying the measure, the Croatian authorities informed the Commission 

that the urgent needs of the beneficiary required for the aid to be granted on 13 

November 2020, i.e., before the Commission approval. The Commission 

therefore regrets that the standstill obligation laid down in Article 108(3) TFEU 

has not been respected.  

(44) In light of the above, the measure constitutes unlawful State aid in the meaning of 

Article 108(3) TFEU. 

 

3.3. Compatibility of aid under Article 107(2)(b) TFEU 

(45) Since the damage compensation involves aid within the meaning of Article 

107(1) TFEU, it is necessary to consider whether that aid is compatible with the 

internal market.  

3.3.1. The notion of exceptional occurrences with the meaning of 

Article 107(2)(b) TFEU 

(46) Article 107(2)(b) TFEU provides that aid to make good damage caused by natural 

disasters or exceptional occurrences shall be compatible with the internal market. 

Neither the TFEU nor Union legislation contains a precise definition of the notion 

of exceptional occurrence. As they constitute exceptions to the general 

prohibition of State aid within the internal market laid down in 

Article 107(1) TFEU, the Commission, in line with the consolidated Union case-

law
23

 has consistently held that the notions of ‘natural disaster’ and ‘exceptional 

occurrence’ referred to in Article 107(2)(b) TFEU must be interpreted 

restrictively.  

(47) The characterisation of an event as being an exceptional occurrence is made by 

the Commission on a case-by-case basis, having regard to its previous practice in 

the field
24

. In that regard, the following indicators relating to the event concerned 

must be cumulatively met: (i) unforeseeable or difficult to foresee
25

; (ii) 

                                                 
23

  Judgment of the Court of Justice of 11 November 2004, Spain v Commission, C-73/03, 

EU:C:2004:711, paragraph 37 and judgment of the Court of Justice of 23 February 2006, Atzeni and 

others, in Joined Cases C-346/03 and C-529/03, EU:C:2006:130, paragraph 79.  

24
  Exceptional occurrences which have been accepted in the past by the Commission include war, 

internal disturbances and strikes, and, with certain reservations and depending on their extent, major 

industrial accidents which result in widespread economic loss, see Guidelines for State aid in the 

agricultural and forestry sectors and in rural areas 2014 to 2020, paragraph 330 (OJ C 204, 1.07.2014, 

p. 53). 

25
  Commission decision of 1 August 2008 in case SA.32163, Remediation of damage to airlines and 

airports caused by seismic activity in Iceland and the volcanic ash in April 2010, Slovenia, paragraph 

31, OJ C 135, 9.5.2012, p. 1. 
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significant scale/economic impact
26

 and (iii) extraordinary, i.e. differing sharply 

from the conditions under which the market normally operates.
27

 

3.3.2. COVID-19 as an exceptional occurrence  

(48) Following the first reports of cases of acute respiratory syndrome (COVID-19) in 

the Wuhan municipality in China at the end of December 2019, the Chinese 

authorities identified a novel coronavirus (SARS-CoV-2) as the main causative 

agent, which had not been previously identified in humans. The outbreak rapidly 

evolved, affecting not only other parts of China but also spreading to the majority 

of countries worldwide, including all the Member States. Outbreaks of novel 

virus infections among people are always a public health concern and can have a 

significant economic impact. Specific sectors and areas are particularly affected 

by the outbreak, be it because of national outbreak control measures, travel 

restrictions or supply chain disruptions.  

(49) The WHO warned about the very high risk that COVID-19 would spread and 

have a global impact. The subsequent spread of COVID-19 ultimately resulted in 

far-reaching disruption of various economic sectors. That disruption was thus 

clearly outside the normal functioning of the market. In order to avoid an 

exponential increase in the number of cases, accompanied by social alarm and 

severe economic consequences, containment measures needed to be adopted. 

(50) On 11 March 2020, the WHO characterised the COVID-19 disease as a 

pandemic. The public health risk deriving from the absence of therapeutics or 

vaccines for the novel COVID-19 virus determined the exceptionality of the 

circumstances. The rapidity of the spread caused enormous consequences both in 

terms of fatal outcomes in high-risk groups and in terms of economic and societal 

disruption.
28

 The necessity to adopt and encourage the respect of measures aimed 

at interrupting transmission chains stemmed from that acknowledgement.  

(51) In March and April 2020, Member States adopted various measures that aimed to 

limit the spread of the coronavirus, e.g. travel restrictions for non-essential 

                                                 
26

  Elements taken into account by the Commission to consider that the occurrence reached a significant 

scale: negative consequences cannot be contained (Commission decision of 4 October 2000 in case 

NN 62/2000, Régime temporaire d'aides aux entreprises victimes des intempéries et de la marée noire  

–France, OJ C 127, 29.05.2003, p. 32), or the number of dead or injured people (Commission decision 

of 11 April 2012 in case SA.33487, Agricultural and fisheries aid to compensate for damage due to 

exceptional occurrence (red mud "Aluminium accident"), Hungary, paragraph 35, OJ C 120, 

25.04.2012, p. 1; Commission decision of 2 May 2002 in case N241/2002, Régime en faveur des 

entreprises victimes de la catastrophe industrielle de Toulouse, France, paragraph 19, OJ C 170, 

16.07.2002, p. 16), the immense ecological and economic damage (Commission decision of 11 April 

2012 in case SA.33487, paragraph 36, OJ C 120, 15.04.2012, p. 1), the amount of material damage, 

despite the local character of the industrial accident (Commission decision of 2 May 2002 in case N 

241/2002, paragraph 19, OJ C 170, 16.07.2002, p. 16). 

27
  In its decision of 19 May 2004 in case C-59/2001 (OJ L 62, 2007, p. 14), the Commission considered 

that the (alleged) fall in sales of poultry meat in a Member State not directly affected by the dioxin 

contamination did not in itself constitute an exceptional occurrence. Even though it was an 

unforeseeable event, it formed part of the normal commercial risks to which an undertaking is 

exposed. 

28
  ECDC’s Rapid Risk Assessment, Outbreak of novel Coronavirus disease 2019 (COVID-19): increase 

transmission globally – fifth update, 2 March 2020. 
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travels, closure of borders, closure of non-essential shops, obligation for 

companies to organise working from home for every position where this is 

possible and various social distancing measures.  

(52) In view of the above, the COVID-19 outbreak qualifies as an exceptional 

occurrence, as it was not foreseeable and is clearly distinguishable from ordinary 

events, by its character and its effects on the affected undertakings and the 

economy in general, and therefore falls outside the normal functioning of the 

market.  

(53) In this context, the COVID-19 outbreak can be considered as an exceptional 

occurrence within the meaning of Article 107(2)(b) TFEU.
29

 

3.3.3. Causal link between the damage compensation and the 

COVID-19 outbreak 

(54) The Commission has examined the notified measure pursuant to Article 107(2)(b) 

TFEU, which requires a direct link between the damage and the exceptional 

occurrence for which the State aid measure provides compensation. That 

assessment has led to the following observations.  

(55) As described in section 2.2, the COVID-19 outbreak has resulted in travel 

restrictions all over the world and the closing down of the vast majority of 

passenger air transport. Those containment measures were intended to avoid the 

spread of the virus, but they negatively affected the aviation sector. The damage 

suffered by Croatia Airlines is directly linked to the COVID-19 outbreak through 

the border-crossing ban and associated travel ban as well as other containment 

measures imposed by the Croatian government (as well as other governments 

around the world) on Croatia Airlines’ flights. 

(56) The notified measure aims to compensate the immediate damages suffered by 

Croatia Airlines during the initial phase of the COVID-19 outbreak which 

resulted in an abrupt stop of all aviation activities due to the imposition of travel 

restrictions and other containment measures linked to the COVID-19 outbreak 

(see recitals (6 to 9)). For the calculation of the damage, the Commission 

considers the border-crossing ban imposed in Croatia and travel restrictions of 

other countries during the period from 19 March to 30 June 2020 (see section 2.2) 

and their impact on Croatia Airlines’ operations (see section 2.3). 

(57) The Commission notes that, for the purposes of calculating the damage subject to 

possible compensation under Article 107(2)(b) TFEU, the net losses suffered by 

Croatia Airlines in the period from 19 March to 30 June 2020 can be directly 

attributed to the governmental restrictions. They resulted in the grounding of 

nearly all flights of Croatia Airlines, the only exception being a very few 

repatriation, charter and cargo flights. 

                                                 
29  See Commission decision of 12 March 2020 in State aid case SA.56685 (2020/N) – Denmark – 

Compensation scheme for cancellation of events related to COVID-19, OJ C 112, 03.04.2020, and 

Commission decision of 31 March 2020 in State aid case SA.56765 (2020/N) – France – COVID-19 

Moratoire sur le paiement de taxes et redevances aéronautiques en faveur des entreprises de transport 

public aérien sous licences d'exploitation délivrées par la France, OJ C 294, 04.09.2020 
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(58) Therefore, the Commission concludes that there is a direct causal link between 

the damage suffered by Croatia Airlines during the compensation period and the 

exceptional occurrence, i.e., the COVID-19 outbreak and the restrictive measures 

adopted by Croatia. As a result, the Commission accepts that the damage caused 

to Croatia Airlines between 19 March and 30 June 2020 can be considered as 

eligible to be compensated under Article 107(2)(b) TFEU.  

3.3.4. Proportionality of the damage compensation 

(59) In order to be compatible with Article 107(2)(b) TFEU, the aid must be 

proportional to the damage directly caused by the exceptional occurrence. Aid 

must not result in overcompensation of damage. It should only make good the 

damage caused by the exceptional occurrence. 

(60) To effectively ensure proportionality, it is necessary to analyse the assumptions 

and evidence on which the calculation of damage for the factual scenario is based. 

In particular, it is necessary to look at how the exceptional occurrence has 

actually and directly affected the operations of Croatia Airlines (e.g., Croatia 

Airlines has been prevented from operating) and what actual impact it has had on 

the costs and revenues of the company. 

(61) The damage to be compensated corresponds to the net loss during the 

compensation period (19 March to 30 June 2020), calculated according to the 

following principle: loss of revenue minus avoided costs, net of Croatia Airlines’ 

profit margin compared to the revenues for the same period in 2019.  

(62) Avoided costs correspond to costs that Croatia Airlines would have had during 

the compensation period had its operations not been affected by the COVID-19 

restrictions but it did not have to bear as a result of the cancelled operations (e.g. 

fuel, staff costs, etc.). The avoided costs have been quantified by taking into 

account reduced direct costs as result of the significant reduction of activity, 

reduced indirect costs as result of active management measures as well as reduced 

cost of depreciation, and other financial costs identified by comparing the actual 

costs borne by Croatia Airlines during the same period in 2019.  

(63) Those calculations are based on Croatia Airlines’ financial accounts and are 

subject to auditing and verification by an independent expert. By 31 March 2021, 

Croatia Airlines will provide the Croatian authorities with a full report including 

audited revenues and costs during the compensation period. Furthermore, the 

Croatian authorities committed to submit to the Commission by 30 June 2021 the 

results of the ex-post assessment of the damage suffered by Croatia Airlines 

during the compensation period, based on Croatia Airlines’ audited accounts. If 

the ex-post assessment were to show that Croatia Airlines had been 

overcompensated, the Croatian authorities undertook to ensure that Croatia 

Airlines repays any such overcompensation including interest. Furthermore, 

Croatia agreed to put in place a number of additional safeguards to avoid 

overcompensation of damage (see recital (33)). Those safeguards ensure in 

particular that any payment exceeding the damage suffered as a direct 

consequence of the COVID-19 outbreak will be recovered including interests, any 

payment will be net of any amount recovered by insurance, litigation, arbitration 

or other source for the same damage and the aid may not be cumulated with other 

aid for the same eligible costs. Moreover, it is ensured that benefit of the aid is 
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excluded to the extent that Croatia Airlines is responsible for the damage 

suffered. Those additional safeguards are sufficient to avoid overcompensation. 

(64) Moreover, the notified aid is set to compensate 80.4% of the figure for damage 

calculated in that manner (recital (28)) suffered by Croatia Airlines in the 

compensation period.  

(65) In view of the above, the Commission concludes that the damage compensation is 

proportionate and does not exceed what is necessary to make good the damage 

directly suffered by Croatia Airlines as a result of the COVID-19 restrictions. 

3.3.5. Conclusion on compatibility of aid with Article 107(2)(b) 

TFEU 

(66) In view of the above, the Commission considers that the damage compensation, 

as described in detail in section 2.8 is compatible with the internal market in 

accordance with Article 107(2)(b) TFEU. 

3.3.6. Transparency  

(67) As set out in recital (35), Croatia commits to publish relevant information 

regarding the aid measure, in line with the requirements of the Commission’s 

Communication on Transparency.  

4. CONCLUSION 

The Commission has decided not to raise objections to the aid on the grounds that it is 

compatible with the internal market pursuant to Article 107(2)(b) of the Treaty on the 

Functioning of the European Union. 

The decision is based on non-confidential information and is therefore published in full 

on the Internet site: http://ec.europa.eu/competition/elojade/isef/index.cfm.] 

Yours faithfully,  

 

 

For the Commission 

 

Margrethe VESTAGER 

Executive Vice-President 
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