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ABOUT CROATIA

Vl

Population - 4,442 Million
Land area - 56,542 km 2
Territorial sea - 31,067 km 2

Sea coast — 5,835 km
iIncluding the coast of 1185
Islands, islets and reefs

Language - Croatian

Script - Latin

Currency - kuna




CARD BUSINESS IN CROATIA

Vl

32 Banks

25 Payment card issuer

21 Payment card acquirer

8 payment card procesors (6 in-house, 2 out-source)
MC & Visa domestic clearing for not-on-us Card transactions
2 local settlement banks (MC & Visa domestic clearing)
9 milion Payment cards (EMV > 50%)

>3,000 ATM (Off site > 67%)

>70,000 EFTPOS

>100 milion ATM transactions

>70 milion POS transactions




EVOLUTION OF THE ATM

1960’s: The birth of the cash dispenser

First cash machine manufactured by De La Rue and in  stalled by Barclays Bank
in the UK on 27 ™ June 1967 (The inventor was John Shepherd-Barron)

— Paper voucher inserted and PIN entered to obtain 10 single £1 notes
— Insert multiple vouchers for a larger withdrawal

— Paper vouchers retained and returned to customers

— Offline, so available 24x7 (in theory!)

Early units based on vending technology

Installations in Germany, Sweden and
Switzerland within a year

Japan (Tatseishi) and USA (Diebold)
install first ATMs in 1969

By the end of the decade, only 781 cash
dispensers, mostly in Europe




© Retail

GLOBAL INSTALLED
BASE OF ATMS

Number of ATMs Worldwide 1967- 2011 (millions)
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FACTORS ENCOURAGING
ATM GROWTH

Price of ATM

Cost cutting exercises

Increasing number of Customers
Increasing Transaction Volumes
Increase in number of Branches
Salaries & Benefits paid at ATM’s
ATMs as Point Of Sale
Interchange Fees

Increasing Off site deployment
Entry of non bank deployers



FACTORS INHIBITING
ATM GROWTI

High purchase price of ATM

High Operation & Maintenance Cost
Low transaction volumes

Increased Security requirements
High site rental

Saturation of ATM Market

Other delivery channels

Unpopular or unfamiliar

Use of Cards for payment



CASH IN THE EURO ZONE
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Cash is the most popular payment instrument for sma |
value purchases.

In the EU today 7 to 8 out of 10 face to face trans actions per
annum are made with cash.

The total cash cost per year to the EU economies ha s been
estimated between 45 billion and 70 billion perann  um
(between 0.4% and 0.6% of GDP).

Annual cash in circulation in the EU continues grow rapidly at
between 7% to 10%.

European Payments Council (EPC) believes that actio  ns by
all stakeholders could contribute to reduce the hig h cost of
processing and handling cash



CHANGES OF THE ATMs ROLE
IN THE CASH PROCESSING

W) CHAIN

Off site ATMs are growing faster than On site ATMs

ATMs cash owner reconsideration

Reorganisation of Off site ATMs operation stackehol ders
Optimisation of Off site ATMs operational total cos t

Evolution of ATM Cash handling functionalities




COMPREHENSIVE ATM
MANAGEMENT

ATM & Site
selection

Deposit /
Doccument
Collection

Cash
Forecasting

Cash
Replenish -
ment

Supplies

1st line
maintenece

Reporting /

Third -Parties Telecomu - .
Management nications Help Desk Signaling Analysis

Active
monitoring

Front End
SW Dev. and
Maintence

Link
Management

Switching /
Routing

Site infra - Installation Haarig\tlvgrr? . Terminal SW 2nd line
structure De-Instalation Upgrades Maintenance maintenece




OFF SITE ATMs OPERATION
STACKHOLDERS

Next to Bank there are the following ATMs operation s
stockholders:

— Maintenances (1st line and 2nd line)

— Telecom Operator

— TPP (Third Party Processor)

— CIT (Cash In Transit)

— Retailer (Acomodation for Off site ATM’S)

Extremely requiring ATM operations management

Improvement of ATMs operation stakeholders Synchr.
to achieve higher ATMs services availability (> 97%)

Banks are fokcusing on its core business outsourcin g all
operations out of ATM Model/Location Selection and
Transactions & Cash Settlement



ATM OPERATION STACKHOLDERS
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LOCATIONS OF ATMSs

Traditionally On site ATMs are located in various b  ank
premises space like:

— Bank Hall (Branch Hours Only)
— Bank Lobby (Extended Hours)
— Through the Exterior Wall (of the Bank Branch)

Off site Stand Alone ATMs (not installed in the wal | of a
building) are located:

— Off Site (Away from the Bank Branch)
— “Drive Through” (Accessible from a Vehicle)



ON SITE ATMs
OPERATION STACKHOLDERS
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OFF SITE ATMs
OPERATION STACKHOLDERS
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RETAILERS
IN THE CASH PROCESSING CHAIN

Off site ATMSs located in the Retailer’s sites

Retailers are charging the banks for Off ATM footpr  int
and ATM service floor

Retailer’'s cash may be used to fill ATMs located in
their site

Extension of Retailer ATM operations shares




OFF SITE ATM OPERATIONS

STACKHOLDERS OPTIMISATION
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ATM'S
OWNERSHIP COST

Annual Cost of ownership $7.500 - $25.000
Assuming average $15.000/ATM/Annum!

What factors can help to reduce costs?

ATMIA



ATM LIFE -CYCLE
ANNUAL COST

OCCUPANCY 13 1.950
COMMUNICATION 9 1.350
CENTRAL SERVICES 15 2.250
DEPRECIATION 11 1.650
SECURITY 2 300
CONSUMABLES 2 300
1st LINE MAINTENANCE 10 1.500
2nd LINE MAINTENANCE 9 1.350
INSURANCE 3 450
CASH PROVISION 8 1.200
COST OF CASH 9 1.350
INTEREST ON CASH 9 1.350

ATMIA



OFF-SITE ATM COST OWNERSHIP

OPTIMISATION
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ATM ANNUAL COST
DISTRIBUTION

Shares of total annual ATM operational cost ownersh Ip
(USD 15.000) between Bank, TPP+ATM vendors and Reta iler
(ATMIA) are:

- Bank (14%) = USD 1.650
- TPP + ATM VENDOR (38%) = USD 5.700
- Retaller (51%) = USD 7.650

Bank has space to duplicate its cost keeping Retail er
cost up to half introducing ATMs with automated dep osit

Retailer have space to reduce the cost optimasingu  sage of
its resources (Merchants, ATM space, Safe) using AT Ms
with automated cash handling operations



CASI

HANDLING PROCESSES

OPTIMISATION (EPC -1)

Shortening the cash processing chain

Elimination of double handling

Increased use of outsourcing

Encouragement of CIT direct to merchant contracts

Increased centralisation

Multi bank cash centres

Centralised deposit taking

Sharing stocks of coins and notes

Removal of errors, exceptions and inefficient proce sses

Automation of coin processing

Improvement of labeling, checking, weighing at cash centres

Use of coin accepting machines



CASH HANDLING PROCESSES
OPTIMISATION (EPC-2)

Implementation of new processes for cash management
Improvement of cash flows

Reductions in stock and cost of float for cash cent res
branches and ATM devices

The optimisation of teller operations

Improved deposit processing

Use of teller cash dispensers

Implementation of chip cards to assist cash withdra wal
cash deposits and cash orders

Recycling of cash at branch/ATM level to reduce cos ts
Lower branch stocks and to improve security through the
reduced need to transport cash



EVOLUTION OF
CASH HANDLING ON ATM

Vl

ATM models based ATM cash handling functionalities are:

Option A — ATM with cash withdraw only

Option B — ATM with envelope deposit

Option C — ATM with DNT

Option D — ATM with BNA automated deposit

Option E — ATM with cash recycling automated deposit

Options A, B, C and D require human actions in the cash
processing chain

ATM with cash recycling automated deposit is more s uitable
for fully automated close loop cash processing chai n
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ATMs WITH
AUTOMATED DEPOSIT

Deposit Automation with BNA is more advanced than

previous cash deposit solutions (Envelope, DNT) tha  nks to
the intelligent notes reader and its capability to recognize
valid, not valid or counterfeit notes.

Customers using cash deposit on ATM with BNA will h ave
accepted cash value updated on his card account imm ediately
upon successfully execution of cash deposit transac tion.
Cash removal and cash replenishment is done manuall .

Deposit on cash recycling ATM from the customer poi nt of
views is the same as on ATM with BNA. The advantage s is that
the deposited notes are internally sorted automatic ally for
cash dispensing without manual intervention.
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ATM WITH AUTOMATED
CASH RECYCLING DEPOSIT

ATM with automated cash recycling deposit for Retai lers cash

deposit used for regular dispensing may contribute to achieve
the following cash handling optimisation:

Shortening the cash processing chain

Elimination of double cash handling

Improvement of cash flows

Improved deposit processing

Recycling of cash at Off site ATM level to reduce costs
Improve security through the reduced need to transport cash

ATM with automated cash recycling deposit cost doub le of
the standard ATM without this functionalities



ATM OPERATIONAL COST

OPTIMISATION
Vlj

Introduction of Bank’s ATM with cash recycling auto mated
deposit into the Reatailer site

New shares of ATM operational cost ownership betwee n
Bank, TPP and Retailer (according ATMIA) are:

- Bank (26%) = USD 3.300
- TPP + ATM VENDOR (46%) = USD 5.700
- Retaller (28%) = USD 3.500

Total cost = USD 12.500

Reduction of Annual total ATM operational cost by 1 7%




LEGAL AND BUSINESS
PREREQUISITES

Investigation of existing legal and regulatory barr lers that
(directly or indirectly) may limit or confine the | ntroduction
of the ATM with cash recycling to the Retailer prem  ises and
In the cash processing chain

Certification of ATM with automated cash recycling deposit
Implementation of new cash management

Bank, Retailer, and TPP — New business relationship s  etup
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