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PART I: REPORT OF THE SECRETARY GENERAL, CERTIFICATION, APPROBATION
AND SUBMISSION OF THE FINANCIAL STATEMENTS FOR THE YEAR 2009
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INTERNATIONAL CIVIL AVIATION ORGANIZATION
REPORT OF THE SECRETARY GENERAL, CERTIFICATION, APPROBATION AND
SUBMISSION OF THE FINANCIAL STATEMENTS FOR THE YEAR 2009

1. The Financial Statements of the International Civil Aviation Organization for the year
ended 31 December 2009 reflect the results of operations of ICAO and the financial performance of
projects and activities managed by ICAO on behalf of third parties. The Funds reported in the Financial
Statements have been grouped to distinguish between those used for ICAO’s own operational activities
and those that are administered on behalf of third parties, but all are presented in the Financial Statements
in Canadian dollars. There have been some minor changes in presentation format for 2009 itemized in the
Notes to the Financial Statements. However, in 2010 the presentation formats will change significantly as
ICAO moves to full International Public Sector Accounting Standards (IPSAS) compliance.

2. The magnitude of ICAQ’s financial operations, in terms of expenditures incurred, is
indicated below against each Fund or group of Funds, and a graphical summary is provided in Figure 1.
Summary information relating to income, expenditures, assets and liabilities in the main ICAO Funds and
the combined total of all Funds are shown in Statements | and Il. Statement Il reflects the Cash Flow
Statement, extended this year to include all funds. Statement IV presents appropriations and expenditure
by Strategic Objective and Supporting Implementation Strategy for the Regular Programme General
Fund. Statement V reflects the change in accumulated surplus for all Fund groups. The report also
provides highlights of ICAQ’s financial activities in 2009. All amounts in this report, the Financial
Statements and Notes to the Financial Statements are reported in thousands of Canadian dollars unless

otherwise specified.
Total Expenditure
excluding administrative overhead
(in thousands of Canadian dollars)

) ) ) 2009 2008
The expenditure relating to ICAO Funds comprises:
a) Regular Programme Funds appropriated by the Assembly 73 636 67 256
or by the Council;
b) Other Proprietary Funds, including Aviation Security 31693 30563
Plan of Action, the Universal Safety Oversight Audit
Programme, the International Financial Faci ility for Aviation
Safety Fund (IFFAS) and other Funds/Special Accounts;
c) The Technical Co-operation Programme comprising:
i) Trust Fund, Management Service Agreements 62 496 67 703
Funds, prowded by various contributors for Technical
Co-operation Projects executed by ICAO and ICAO
objectives implementation mechanism;
if) Civil Aviation Purchasing Service Funds provided by various 37 336 4 281
contributors for civil aviation purchases on their behalf; and
iii) United Nations Development Programme Funds, mainly 5478 3823
contributed by governments to UNDP under cost-sharing
arrangements.
d) Other Trust Funds for the activities managed or administered
on behalf of third parties, including Joint Financing Agreements,
France-ICAQ/Cooperation, and the Public Key Directory. 43702 56 462
Total 254 341 230 088
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3. A comparison of overall expenditure (including administrative overhead), in millions of
Canadian dollars, for all ICAO activities during the last two years is provided in the figures below.

FIGURE 1: TOTAL EXPENDITURE - ALL FUND GROUPS
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FIGURE 2: TECHNICAL CO-OPERATION PROGRAMME FUNDS
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FIGURE 3: OTHER PROPRIETARY FUNDS
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4, REGULAR PROGRAMME
4.1 Appropriations
41.1 The 36™ Session of the Assembly in 2007, under Clause C of Resolution A36-29, voted

appropriations in the amount of $ 80 085 for the year 2009. Details of appropriations, transfers, actual
expenditure and unobligated balances of appropriations by Strategic Objective and Supporting
Implementation Strategies are given in Statement 1V. Actual expenditure is stated at the United Nations

operational rate of exchange. The budgetary result for 2009, in thousands of Canadian dollars, is
summarized as follows:

Original appropriations $ 80 085
Carried over from 2008 11 324
Decrease in appropriations (1 652)
2009 Outstanding commitments (4771)
Triennium Commitments (3 056)
Deferred Activities (to 2010) ( 59
Carried over to 2010 (6 048)
Revised appropriations $ 75823
4.1.2 Carry over from 2008. In accordance with Financial Regulation 5.6 and 5.7, an amount

of $ 11 324 was approved by Council to supplement the 2009 appropriations, financed by {upgstirnents

2008 (C-DEC 186/8 and C-DEC 186/12). Document Sharing Hub
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4.1.3 Decrease in Appropriations. The Council also approved the following transfers of
appropriations to the following proprietary funds amounting to $ 1 652:

a) $ 253 to the Group on International Aviation and Climate Change (GIACC) -
Environmental Fund,;

b) $ 662 to the ICT Fund for the Integrated Resources Information System (IRIS) project;
c) $ 661 to the International Public Sector Accounting Standards (IPSAS) Fund; and

d) $ 76 (2009 appropriations, from Organizational Re-alignment) to the Temporary Staff
Salaries Fund (TSSF) for language requirements.

4.1.4 2009 Outstanding Commitments. Under the IPSAS, outstanding commitments are no
longer to be recognized as expenses until the goods/services have been received. The value of purchase
obligations entered into in 2009, but delivery against which is only expected in 2010, including other
commitments, is $ 3 442. In addition, employee entitlements estimated at $ 17 445 million at the end of
the year represent an obligation to the whole Organization as noted in the 2009 Financial Statements.
These employee entitlements consisting primarily of accrued leave and repatriation grants were earned in
2009 and prior years and it is foreseen that an amount of $1 329 will be paid to staff separating from
ICAO in 2010. These amounts to be paid in 2010, totaling $4 771 have been reserved and carried
forward to 2010, pursuant to Financial Regulation 5.7.

4.15 Triennium Commitments. The Council had approved funding for activities that span the
entire triennium such as Split Assessment, Regional Office study, language requirements, among others
(C-DEC 182/13 and C-DEC 184/8). Since the duration of these activities will extend up to 2010, an
unspent amount of $ 3 056 (from the previously approved $ 4 195) still needs to be reserved for 2010.

4.1.6 Deferred Activities. The Secretary General has approved the carry-over of deferred
items as authorized by Financial Regulation 5.6 for an amount of $ 59. These carry-overs are necessitated
by the deferral of special implementation projects and renovations of the Mexico Office.

4.1.7 Transfers. In 2009, in compliance with Financial Regulation 5.9, the Council approved
transfers of appropriations between Strategic Objectives and Supporting Implementation Strategies that
exceed the 10 per cent threshold.

4.1.8 Carry over to 2010. In compliance with Financial Regulation 5.6, the Council approved a
carry-over of appropriations from 2009 to 2010 that exceed the 10 per cent threshold. This totals $ 6 048
and is for the following:
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Strategic Amount Purpose
Objective/Supporting
Implementation Strategy

SO C: Environment 205.0 DGCA Climate Group

SO A: Safety 112.2 Mexico Regional Office: Mission to Haiti ($ 20);
RASG-PA meetings in 2010 ($ 32.2); State
Assistance visits ($ 60)

SIS Mgt. and Admin. 392.3 2010 ENV meetings and electronic voting system
(approved, C-DEC 188/8)

SIS Mgt. and Admin. 100.0 RCC - communications and co-operation with
regional bodies

SO A: Safety 2938.0 Safety projects (ANB)

SO A: Safety 527.5 Recruitment of priority (new) posts

SO B: Security 127.5 Recruitment of priority (new) posts

SO C: Environment 204.1 Recruitment of priority (new) posts

SO D: Efficiency 856.8 Recruitment of priority (new) posts

SIS Mgt. and Admin. 172.6 Recruitment of priority (new) posts

SO B: Security 40.5 2010 Reorganization costs

SO D: Efficiency 61.9 2010 Reorganization costs

SIS Mgt. and Admin. 309.3 2010 Reorganization costs

$6047.7
4.1.9 As a result of the increases and transfers outlined above, the final approved appropriation

for the year amounted to $ 75 823.
4.2 Key initiatives being implemented from 2008 onward

4.2.1 Assessment and Reporting Currencies

Assessments on Contracting States and other estimated sources of income are established
in Canadian dollars for 2008 and this continued for 2009. In 2010 a split assessment is being introduced
with about three quarters payable in Canadian dollars and one quarter payable in U.S. dollars. To ensure
consistency and comparability between the approved budgets and the Accounts and Funds of the
Organization, transactions are reflected in Canadian dollars and the Financial Statements are presented in
Canadian dollars from 2008 onwards. This change is applicable to proprietary Funds of the Organization,
while Funds administered on behalf of third parties such as those established to manage Technical Co-
operation Projects (TCP) are recorded in U.S. dollars, but presented in Canadian dollars for combined
Financial Statements. During 2009 the continued fluctuation of the Canadian dollar against the U.S.
dollar (from CAD 1.219 at the beginning of the year to CAD 1.038 at the end of the year) made for a
difficult treasury and funds management situation.
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4.2.2 New Enterprise Resource Planning (ERP) System

The Organization approved the implementation of a new Enterprise Resource Planning
(ERP) system from Agresso from 2007. The functionality includes the recording and presentation of all
financial transactions and information that is being used for the preparation of the Financial Statements
from 2008 onward. The Agresso Financial Modules were live from January 2008 (Phase I) along with
Procurement and Project Management modules. Phase 1l started in April 2008 and its estimated date of
completion is mid 2010. The Scope of Phase Il includes budget planner, fixed assets, sales of
publications, travel, human resources and payroll. Phase 111 which is the rollout of Agresso to Regional
Offices and some Field offices is taking place during 2010.

4.2.3 Adoption of International Public Sector Accounting Standards

As reported in the Notes to the Financial Statements, the United Nations (UN) and the
UN system’s Chief Executive Board (CEB) have adopted International Public Sector Accounting
Standards (IPSAS) to be implemented gradually by UN organizations. One organization adopted IPSAS
in 2008 and other organizations will implement these standards from 2010 to 2014. IPSAS are a set of
independently developed accounting standards, which require adoption of accounting on a “full accruals’
basis. Full accrual is considered best accounting practice by international organizations for the public as
well as the private sector. IPSAS include detailed requirements and guidance, which provide support for
financial statements’ consistency and comparability. IPSAS is being implemented at ICAO gradually
during the triennium (2008-2010). The Notes to the Financial Statements provide an overview of the
impact of IPSAS adoption on the content and presentation of the Financial Statements.

4.3 Income and Assessments

4.3.1 The appropriations for the year 2009 approved by the 36™ Session of the Assembly were
to be financed by assessments on Contracting States of $ 74 060, miscellaneous income of $ 1 917 and
Ancillary Revenue Generation Fund (ARGF) surplus of $ 4 108 for a total of $ 80 085. The composition
of actual income totalling $ 78 805 is presented in Statement I.

4.3.2 During the year 2009 assessments totalling $ 71 670 were received and a balance of
$ 2 390 remained outstanding at the year-end against the current year’s assessments. At the beginning of
the year, $12 277 was receivable from States in respect to 2008 and prior years; payment of
$ 1 642 was received, leaving a balance outstanding of $ 10 635. The assessments receivable for all years
totalled $ 13 031 as at 31 December 2009 (including the Working Capital Fund). Details are provided in
Schedule A. The percentage of receipts of contributions for the last four years in relation to the amount
assessed averaged 94 per cent. Figure 4 shows the status of the assessed contributions receivable at the
end of each year since 2003.
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FIGURE 4

ASSESSMENTS RECEIVABLE FROM CONTRACTING STATES AS AT 31 DECEMBER
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4.3.3 Of the total outstanding contributions of $ 13031 as at 31 December 2009 ($ 13 025
excluding the Working Capital Fund), $ 219 pertained to a State represented on the Council.
Number Amount Number Amount
of States outstanding as of States outstanding as
2009 at 31 December 2008 at 31 December
2009 2008

Group A: States that have concluded
agreements with the Council to liquidate 26 $5932 26 $ 5979
their arrears over a period of years

Group B: States with contributions in

arrears of three full years or more that have

not concluded agreements with the Council 10 $4 407 8 $ 3838
to liquidate their arrears

Group C: States with contributions in

arrears for less than three full years 14 $1291 10 $ 970
Group D:  States with contributions

outstanding only for the current year 27 $894 47 $ 965
Sub-total 77 $12524 91 $11752
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4.3.4 As at 31 December 2009, 26 States had concluded agreements to liquidate their arrears
over a period of years. The agreements provide for these States to effect payment of the current year's
contribution as well as an annual instalment payment towards the prior years arrears. The note on
Schedule A indicates the States that had not complied with the terms of their agreements at 31 December
20009.

4.35 Major contributions (*) received for the Regular Programme and other Proprietary Funds
for 2009 are summarized as follows:

MAJOR CONTRIBUTORS - 2009
Regular Programme Proprietary Funds
Contracting State Assessment Contributions Contributions In Total
Received In-Kind Cash and In
(Premises) Kind Including
AVSEC
United States of America 18 515 3751 22 266
Canada 1770 13787 190 15747
Japan 8 702 458 9160
Germany 5073 416 5489
France 3703 784 443 4930
United Kingdom 4251 80 4331
China 2718 423 3141
Italy 2 659 476 3135
Republic of Korea 1755 502 2 257
Spain 1703 134 1837
Thailand 400 1220 1620
Netherlands 1 407 8 1415
Total 52 656 15791 6 881 75328
(*) Twelve highest contributions

4.4 Surplus

44.1 The cumulative surplus for the Regular Programme as at 31 December 2009 reflected in
Statement V' amounted to $14469. Cumulative surplus less assessments receivable from
Contracting States of $ 13 031 resulted in a cash surplus of $ 1 438 as at 31 December 2009.

45 Cash Balances

451 The cash balance held in the General Fund as at 31 December 2009 amounted to $ 21 362
(including the balance in the Working Capital Fund) and is reflected in Statement I11l. The Council did
not change the level of the Working Capital Fund in 2009 under the authority granted by the Assembly
under Assembly Resolution A36-34.

4.6 Forward Purchase of Currency

4.6.1 In order to minimize risks and protect the budget against the consequence of potential
exchange rate fluctuations, United States dollars as well as EUROs, were forward purchased with the
approval of the Council. The objective of stabilizing United States dollar-related expenditures and EURO
expenditures to a level within the budget was achieved. Further details are provided in the Notes to the

Financial Statements. Documents
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5. OTHER ICAO PROPRIETARY FUNDS
51 Administrative and Operational Services Cost Fund (AOSC Fund)
51.1 The AOSC Fund is established to meet the costs of administration and operations of the

Technical Co-operation Programme (TCP), and is primarily financed from administrative overhead
charges on UNDP, CAPS, Trust Fund and MSA projects. The financial results for the AOSC Fund are
reported in Schedule B and B.1 and the budgetary comparison is presented in the following table:

FIGURE 5
AOSC FUND BUDGET AND EXPENDITURES FOR 2009
(in thousands of CA Dollars)

Submitted Revised Expenditure/ Balance of
to the Budget Income Revised
Assembly 2009? 2009° Budget
Appropriation/Expenditure
Major Programme $9 827" $9742 $10012 $ 270
Income e $9411 $9195
Excess/(Deficit) of Income over
Expenditure — eeee ($331) ($817)

! Approved by the Assembly in 2007 (A36)

% Noted by the Council at its 188th Session (C-WP/13464). Amounts converted to CA Dollars at 2009
UN Average Rate of Exchange of 1 USD = 1.148 CAD.

® Not including Efficiency and Effectiveness Fund

51.2 As indicated in Figure 5, the Assembly approved the Indicative Budget Estimates
(expenditure) of the AOSC Fund amounting to $ 9 827 for the financial year 2009. During the year,
pursuant to Financial Regulation 9.5, the Secretary General submitted to the Council an update of the
2009 Budget Estimates (expenditure) for 2009 in C-WP/13464. The revised estimated expenditures for
2009 amounted to $ 9 742 and the estimated income to $ 9 411.

513 Total expenditures presented in the Financial Statements for the TCP excluding
administrative overhead charges amounted to $ 105 310 in 2009 compared with $ 75 809 in 2008. During
2009, programme expenditures for projects included equipment expenditures amounting to $ 40 408 as
compared to $16 599 in 2008, the difference being mainly attributable to the first full recording of
expenditures on an IPSAS basis. The AOSC Fund income from recovery of administrative overhead
amounted to $ 8 465 in 2009 compared to $ 7 620 in 2008. The AOSC Fund total income for 2009 was
$ 9 195 representing an increase of $ 307 compared with 2008. The actual AOSC Fund expenditures, on
the other hand, amounted to $ 10 012 representing an increase of $ 92 compared to 2008. Although the
revised budget noted by Council at its 188th Session had estimated a deficit of $ 331, the AOSC Fund did
not fully recover its costs for the year 2009 and incurred a shortfall of $ 817 before taking into account a
currency revaluation loss, which results from the conversion of AOSC funds from USD to CAD at the
UN rate on 31 December 2009, of $1939. This amount was deducted from the balance of the AOSC
Fund, now amounting to $ 2 677 at the end of 2009.
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Figure 6 reports on the trend in the annual excess (shortfall) over the last ten years.

FIGURE 6
AOSC FUND SURPLUS AND SHORTFALL AS AT 31 DECEMBER
(in millions of CA dollars)
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* Note that the 2008 amount does not include the 2008 AOSC currency gain of $ 939 and the 2009
amount does not include the currency loss of $ 1 939.

5.1.4 During the 35" Session of the Assembly, the Administrative Commission recommended
that the question of sharing of costs between the Regular Programme and the Technical Co-operation
Programme be reported to the Council for review. The Council has considered this issue and instructed
the Secretary General to progressively allocate the identifiable costs to the AOSC Fund and the Regular
Programme, as appropriate, in order to minimize the amount of cross-funding that was occurring between
these Funds. During 2009, costs of $ 216 relating to Regular Programme support that have been funded
by the AOSC Fund were charged to the Regular Programme, while an amount of $ 331 of Technical
Co-operation Programme support costs funded by Regular Programme were charged to the AOSC Fund.
The net transfer of costs for 2009 amounting to $ 115 has been recorded in the accounts of the AOSC
Fund, in addition to the amount of $ 2 048 for personnel working outside the Technical Co-operation
Bureau funded by the AOSC Fund.

6. TECHNICAL CO-OPERATION PROGRAMME FUNDS (NON-PROPRIETARY FUNDS)

6.1 The Technical Co-operation Programme, a permanent priority activity of ICAO as stated
in Assembly Resolution A36-17, provides a broad spectrum of services, including assistance to States in
the review of the structure and organization of national civil aviation institutions, updating the
infrastructure and services of airports, facilitating technology transfer and capacity building, promoting
ICAO Standards and Recommended Practices (SARPSs), Air Navigation Plans (ANPs) and supporting
remedial action resulting from the Universal Safety Oversight Audit Programme (USOAP) and the
Universal Security Audit Programme (USAP) audits. The Technical Co-operation Programme Funds are
reported in Schedule C.
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