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1. GENERAL INFORMATION

EUROPEAN AVIATION SAFETY AGENCY

The European Aviation Safety Agency {(EASA or
the Agency) is an agency of the European
Union. As a Community Agency, EASA is a
body governed by European public law; it is
distinct from the Community Institutions and
has its own legal personality. EASA was set up
by a Council and Parliament regulation
(Regulation (EC) 1592/2002 repealed by
Regulation {EC) No 216/2008) and was given
specific regulatory and executive tasks in the
field of civil aviation safety and environmental
protection. Based in Cologne, Germany, the
Agency already employs over 683
professionals from across Europe. "It will
continue to recruit highly qualified specialists
and administrators in the coming years as it
consolidates its position as Europe's centre of
excellence in aviation safety.

The Agency's mission is to promote the
highest common standards of safety and
environmental protection in civil aviation in
Europe and worldwide. It is the centrepiece of
a new regulatory system which provides for a
single European market in the aviation
industry. The Agency's responsibilities include:

® Expert advice to the EU for drafting
new legislation;

e Implementing and monitoring safety
rules, including inspections in the
Member States;

e Type-certification of aircraft and
components, as well as the approval
of organisations “involved in the

design, manufacture and
maintenance of aeronautical
products;

e Authorization of third-country {non
EU) operators;
e  Safety analysis and research.

The agency's responsibilities have constantly
been growing to meet the challenges of the
fast-developing aviation sector. Regulation
216/2008 entered into force on 8 April 2008,
extended the competencies of the Agency to
air  operations, pilot ' licensing and
authorisation of third countries operators. In
September 2009, the Council adopted the
regulation extending the Agency's
competencies to cover the safety of
aerodromes, air traffic management and air
navigation services.

FUNDING
The main sources of funds for the Agency are:

e the contribution from the Community
and from any European third country
which has entered into the
agreements referred to in Article 66
of Regulation {EC) No 216/2008

e the fees paid by applicants for
certificates and approvals issued,
maintained or amended by the
Agency in accordance with regulation
{EC) No 593/2007 on the fees and
charges levied by the Agency.

s charges for publications, handling of
appeals, training and any -other
service provided by the Agency.

AGENCY’s STRUCTURE

In order to ensure that decisions on safety
issues are free from all political interference,
decisions must be in the hands of a neutral
and independent decision maker invested with
the necessary powers. This is why the safety
decisions of the agency will be taken by its
Executive Director, as is already the case in
most countries which have developed systems
for aviation safety regulation. Since these
decisions  directly affect people and
organisations, the Regulation creates an
independent Board of Appeal whose role is to
check that the Executive Director has correctly
applied European legislation in this field.

The Executive Director is appointed by the
Agency's Management Board. The Board,
which brings together representatives of the
Member States and the Commission, is
responsible for the definition of the Agency's
priorities, the approval of the budget and for
monitoring the Agency's operation. The EASA
Advisory Board assists the Management Board
in its work. It comprises organisations
representing aviation personnel,
manufacturers, commercial and general
aviation operators, maintenance industry,
training organisations and air sports.

FINANCIAL FRAMEWORK

‘The financial framework is defined in the

Agency's Financial regulation adopted by the
Management Board (decision 06-2009) and in
its implementing rules. The 2012 annual




accounts have been established in accordance
with articles 76 to 83 of the Agency’s Financial
Regulation. As . stipulated in article 76, the
annual accounts comprise the financial
statements and the report on implementation

of the budget. In accordance with Article 83
{1) of the EASA Financial Regulation, these
annual accounts have been audited by the
European Court of Auditors which provides its
opinion in a separate report.




2. FINANCIAL STATEMENTS

2.1 Balance Sheet

(thousands of euros})

NON-CURRENT ASSETS

Intangible fixed assets

Computer Software
Tangibie fixed assets
Computer Hardware
Furniture

Other fixture and fittings
Tangible under construction

Other non-current assets

CURRENT ASSETS
Current receivables
Sundry receivables
Accrued revenues
Prepaid expenses

EC entities

Cash and equivalents

NON-CURRENT LIABILITIES

Dilapidation

CURRENT LIABILITIES
Current payables
Deferred revenues
EC entities

NET ASSETS

Surplus {deficit) forwarded from previous years

Net surplus{deficit) for the period

3.2

321

3.21

3.2.2

33
331
33.2
333

334
331
3.3.5

34

35
333
3.6

1.687

1.242
824
189

69
607

7.948
126
9.931
2.152

52.210

1.452

39.177
(3.615)

3.708

852

650

94

825

15.050
19.377

2.210

38.768

409




. 2012 European Aviation Safety Agency Final Annual Accounts
2.2 Economic Outturn Account

(thousands of euros}

Fees and Charges

Contribution from EC entities
Recovery of expenses

Contribution from EFTA countries

Staff expenses 3.8.1 | (63.925} (55.747)
Buildings and related expenses 3.8.2 {8.325) {8.859)
Other expenses 3.8.3 {6.511) {5.769)
Depreciation and write offs 3.84 {3.293) {3.152)
Qutsourcing and contracting activities 3.85 | {36.942) (31.476)

interests received from third parties

Interests & charges paid to third parties
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2.3 Cash Flow Statement

(thousands of euros}

409

{Gains)/losses on sale of Property, plant and equipment™

Surplus/{deficit) {3.615}

Adjustments for:
Amortization (intangible fixed assets) + 2.297 2.279
Depreciation (tangible fixed assets) + 856 682
Increase/(decrease) in Prqvisions for risks and liabilities 1.652 1.257
increase/(decrease) in Value reduction for doubtful debts 68 79
(Increase)/decrease in Long term Receivables 219 186
(Increase)/decrease in Short term Receivables (4.780) | 1.839
(Increase)/decrease in Receivables related to consolidated EC entities 28 76
Increase/(decrease) in Accounts payable 1.268 540
Increase/(decrease) in Liabilities related to consolidated EC entities 804 (266)

18
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2.4 Statement of Changes in Net Assets

{thousands of euros}

' umulated :Surpfus [
' Deficit

Balance as of 31 December 2011 38.768 409 39.177

Balance as of 1 January 2012 38.768 409 39.177
EOA previous year 409 {409) -
Economic result of the year (3.615) (3.615)

. Balance as of 31 December 201 . ey




3. Notes to the financial statements

3.1 Summary of significant accounting policies

Accounting principles
The annual accounts of the European Aviation Safety Agency (the “Agency”) comprise the financial
statements and the reports on the implementation of the budget.

The financial statements show all charges and income for the financial year based on accrual
accounting rules complying with the European Commission Accounting Rules and are designed to
establish the financial position in the form of a balance sheet at 31 December. Specifically the
principles applied in drawing up the financial statements are:

going concern basis;

prudence;

consistent accounting methods;
comparability of information;
materiality;

no netting;

reality over appearance;
accrual-based accounting.

® & © o © o © &

The budget accounts give a detailed picture of the implementation of the budget. The budget
outturn account takes into account as revenue the cash received during the year and as expenses
the cash paid out plus the amounts carried over to the next year.

Basis of preparation

Functional and reporting currency

The Euro is the functional and reporting currency of the Agency and amounts shown in the financial
statements are presented in thousands of euros (K€) unless indicated otherwise. Any slight
differences versus the actual balances are due to rounding.

Currency and basis for conversion

All foreign currency transactions are recorded using the exchange rate prevailing at the date of the
transaction. Gains and losses resulting from the settlement of foreign currency transactions and
from the translation at year end exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognized in the Economic Outturn Account.

Use of estimates

In accordance with IPSAS and generally accepted accounting principles, the financial statements
include amounts based on estimates and assumptions by management based on the most reliable
information available. Significant estimates include, but are not limited to, amounts for provisions,
accounts receivables, accrued income and charges, contingent assets and liabilities, and degree of
impairment of intangible assets and property, plant and equipment. Actual results could differ from
those estimates. Changes in estimates are reflected in the period in which they become known.
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Balance Sheet

Fixed assets

Fixed assets include mainly computer hardware and software, as well as furniture and fixtures. All
assets are depreciated using the straight-line method according to the following schedule:

Hardware and 0

Software 4 25%
Other Equipment 4 25%
Furniture 10 10%

All assets are stated at cost less accumulated depreciation and impairment losses. There were
assets under construction of 69 K€ at the end of 2012.

Internally generated intangible assets (all of which are below the threshold of 500 K€ for
capitalisation) as well as repair and maintenance are expensed in the economic outturn account.

Leases
Lease of intangible assets where the agency have substantially all the risks and reward of
ownership are classified as financial leases. There are no items to be reported under this category.

Leases where the lessor retains a significant portion of the risks and rewards inherent to the
ownership are classified as operating leases. Payments made under operating leases are charged to
the statement of financial performance for the portion accrued during the financial year. This is the
case for the rent paid.

Receivables

All receivables are carried out at the original amount less write-down for impairment when there is
objective evidence that the Agency will not be able to collect all amounts due according to the
original payment terms. Also recognized is a 100% general write-down in value for all invoices older
than four years. Invoices aged less than four years are written down on an individual basis. This
analysis is carried out on the year end balances as they exist when preparing the financial
statements. The amount of write-down is charged to the Economic Outturn Account.

Cash and cash equivalents

Cash includes only cash in hand as there are no other cash equivalents or liquid investments to be
reported. Currently, the Agency has four bank accounts with two different banks, one used to
collect the revenue from fees and charges, one used to collect the subsidy and execute the
payments, one to account for special projects (all three with ING) and a fourth one with
Commerzbank necessary to collect the VAT refunds and contributions from events organized by
EASA. A tender was launched at the beginning of 2013 for the selection of one or more additional
banks where the Agency could deposit its excess cash in order to diversify and minimize treasury
risks and potentially achieve a good return on these cash balances.

Payables

Payables arising from the purchase of goods and services are recognized at invoice reception for
the original amount and corresponding expenses are entered in the accounts when the supplies are
delivered and accepted by the Agency.

10
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Accrued expenses

In accordance with EC Accounting Rules no. 10 compiemented by chapter 19 under IPSAS 19
{Provisions, contingent liabilities and contingent assets) accruals are made to recognize the
amounts to be paid for goods or services that have been received or supplied but have not been
paid, invoiced or formally agreed with the supplier, including amounts due to employees {for
example, amounts relating to accrued vacation pay). Most of the accruals are determined based on
the amounts entered by the authorizing officers in the official carry-over forms which they submit
at year-end. These accruals are reported under current liabilities-current payables.

Accrued vacation and other staff related accruals

In accordance with EC Accounting Rule no. 12 a liability for untaken holidays {accumulating
compensated absences) at year-end has been included in the balance sheet under the current
liabilities heading {current payables).

A provision for unpaid salaries is also entered accounting for salaries increased which should have
been paid to EASA staff since july 2011.

Economic outturn account

Revenue

EASA’s revenues consist of the subsidy received from the Commission, the revenue from Fees and
Charges, contributions from third countries, recoveries of expenses as well as revenue from the
interest received on the bank deposits. A clear distinction is made in the Economic Outturn
Account between revenue from exchange (Fees and Charges related) and non-exchange
transactions (subsidy, etc.).

The revenue recognition criteria applied are those described in the EC Accounting Rule number 4
for revenue and receivables. The two major items of revenue are discussed below.

Non-exchange revenue: Subsidy received from the European Commission

The EC subsidy {non-exchange revenue) is intended to cover the Regulatory activities of the Agency
including the cost of the allocated support. The related receivables and revenue are recognized
when the recovery orders are issued by the Agency. At the end of each financial year the excess of
subsidies over costs as assessed for budget purposes on a modified cash basis is returned to the
Commission.

Exchange Revenue: revenue from Fees and Charges levied by the Agency
The governing rules on which EASA invoices the applicants are provided by the European
Commission- Regulation (EC) no 593/2007 on the Fees and Charges levied by the Agency.

Accrual cut-off rules for revenue

Deferrals: as in previous years some of the amounts were invoiced in advance and overlapped with
the next financial years, therefore a certain part had to be deferred. The deferral was calculated
following the same method used last year (straight line) which, as expected, smoothed out the
recognized revenue year by year. The cut-off was applied on each invoice and credit note sent out
during the year as well as on the amounts which were accrued.

Small adjustments were made to take into account the more accurate data available as regards
billing and average project durations. Below is a summary of the rules applied:

11




2012 European Aviation Safety Agency Final Annual Accounts

- Qescriptfon

Type Certificate / Restricted Type

actual billing cycle / prorata

G1iNF Non-Periodical F
Certificate °© ees invoice amount
01PF Type Certificate / Restricted Type Periodical Fees (Annual actual billing cycle / prorata
Certificate Fees) invoice amount
actual billin cle rorata
OZNF Supplemental Type Certification Non-Periodical Fees . . gy /P
invoice amount
. . L actual billing cycle / prorata
O3NF Major Changes & Repairs Non-Periodical Fees R R
invoice amount
OANF Minor Changes & Repairs Non-Periodical Fees Average duration of 8 days
. R . ) . Per application: average
O6NF De t A i Non-Pi d iF
sign Organisation Approva on-Periodical Fees duration of 444 days
Periodical Fees actual billing cycle / prorata
O6PF Design Organisati A H
'8 & ation Approva {Surveillance Fees} invoice amount
actual billing cycle rorata
G7NF Alternative Procedure to DOA Non-Periodical Fees e _ ' |‘ng v /P
invoice amount
. | | L Per application: average
O8NF Product Organisation Approval Non-Periodical Fees
roduction gant pp 2 n-ren duration of 445 days
Pericdical Fees actual billin 1 rorata
0O8PF Production Organisation Approval en? . . gcycie / p
{Surveillance Fees}) invoice amount
10NF Foreign Maintenance Organisation Non-Periodical Fees Perapp}ication: average
Approval duration of 145 days
10PF Foreign Maintenance Organisation Periodical Fees actual billing cyclie / prorata
Approval {Surveillance Fees) invoice amount
Conti i i i P licati :
1INF ontinuing Alrworth}nes.s Non-Periodical Fees erappltca ion: average
Management Organisation Approval duration of 590 days
19NE Continuing Airworthiness Pericdical Fees Per application: average
Management Organisation Approval {Surveillance Fees) duration of 82 days
Part 145/ 147 ith bitat } tual billi cle T
11PE a / approvals wi ilatera Non-Periodical Fees actua | i lvngw / prorata
agreements invoice amount
12PF Part 145 / 147 approvals with bilateral Periodical Fees actual billing cycle / prorata
agreaments {Surveillance Fees) invoice amount
. Foreign Maintenance Training L. Per application: average
13NF Non-Periodical Fees
Organisation Approval ! ! duration of 373 days
13pF Foreign Maintenance Training Pericdical Fees actual billing cycle / prorata
Organisation Approval {Surveillance Fees) invoice amount
AEM NA App'ro'val of Aircraft Flight Manual Non-Periodical Fees Perapp!vication: average
Revision duration of 71 days
AMOC NA Acc'eptabie Means of Compliance to Non-Pericdical Fees All revenue r‘ecvognise-d according
AD's to billing period
AOA Air Traffic Controller {ATCO)} Training fees All revenue recognised according
Organisation Approval to billing period
. . R . . All revenue recognised according
CS NA Certification Suppuort for Validation Non-Periodical Fees i )
to billing period
. . N L. All revenue recognised according
ECOFA NA Export Certificate of Airworthiness Non-Periodical Fees - R
to billing period
Al ue 11 ised accordin
MR NA Maintenance Review Board Non-Periodical Fees revenue .ec.ogmse‘ g
to billing period
. . . All revenue recognised according
OEB NA Operations Evaluation Board Non-Periodical Fees e )
to billing period
ight it f All i inth
PTE NA Appro.val of Flight Conditions fora Non-Periodical Fees revenu? r-ecognlsed in the
permit to fly biliing year
All ised accordin
TACNA Technical Advice Contracts Non-Periodical Fees revenue r.ezfognlse' €
to billing period
All revenue ised accordin
E-exam E-examination Non-Periodical Fees r'ec~ogn|se‘ acd &
to billing period
All revenue recognised accordin
FSTD NF Flight Simulation Training Device Fees ecognise &
to billing period
Letters of Acceptance for navigation . .
. N ) . All revenue recognised according
LOA/SQ database Suppliers/Flight Simulator Non-Periodical Fees

Training Device Qualification

to billing period

NAA-training

Technical Training to NAAs

Non-Periodical Fees

All revenue recognised according
to billing period

ATM / ANS

Air Traffic Mgmt./Air Navigation
Systems

Fees

All revenue recognised according
to billing period

ATO

Approved Training Organisation

Fees

Al

revenue recognised according
to billing period

12
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Accruals: the accruals are based on project analysis performed by the Authorizing Officer and cross-
checked with the amounts actually invoiced at the time of finalization of the accounts.

Expenditure ,
Expenses arising from the purchase of goods and services are recognized when the supplies are
delivered and accepted by the Agency. They are valued at original invoice cost.

At year-end, incurred eligible expenses already due to the beneficiaries but not yet reported are
estimated and recorded as accrued expenses. The accruals are largely based on estimates from the
Authorizing Officers who are in the best position to communicate the level of services and goods
provided/delivered but not invoiced to EASA by year-end.

Contingent liabilities

According to EC Accounting Rule no.10 the term contingent is used for liabilities and assets that are
not recognized because their existence will be confirmed only by the occurrence or non-occurrence
of one or more uncertain future events not wholly within the control of the entity.

The contingent liabilities are detailed in note 3.9-Contingent Liabilities.

Employee benefits

The staff of the Agency are entitled to pensions rights according to the pension scheme as defined
in the Staff Regulations of the European Communities. The corresponding pension benefits are
managed and paid by the European Commission. In compliance with Article 83a of the Staff
Regulations, the contribution needed to fund the scheme is financed by the General Budget of the
European Community and no employer contribution is paid by the Agency. As a result of this, no
pension liability is recognized in the balance sheet of the Agency. However, as from 2016, the
Agency will have to bear the financial cost of the Pension contribution for the Fees & Charges
financed staff as presented in its official business plan. More details are available in note 3.9-
Contingent Liabilities.

3.2 Non-current assets

Non-current assets are fixed assets used and owned by the Agency and are composed of tangible,
intangible and other non-current assets.

3.2.1 Tangible and Intangible Assets

Intangible assets are mostly composed of computer software as well as consultancy and employee
costs related to the implementation and realization of the ERP and ARIS projects, both of which went
live in 2009. There were no internally generated assets capitalized in 2012.

Internally gerqe?aééd Other Computer g
mputer Software

, Gross carzyfng ammmtss 1122012

Accumulated amortization and
impairment 01.01.2012 ) (6.061) (6.061) (6.061)
Amortization - (2.297) {2.297) {2.297}

Accumulated amortization and
impairment 31.12.2012 ) (8.358) (8.358) (8.358)

13
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Tangible fixed assets include mainly furniture, fixtures and IT equipment. Assets under construction in
2012 amounted to 69 €K relating to the equipment for the clock in clock out system which went live in
February 2013.

Additions + ) 996 311 185

Disposals - (1.003)
_ Gross carrying amounts 2g0

| n12m

Accumulated
amortization and i - (2.853) (716) (458) - (4.027)
impairment 01.01.2012
Depreciation - (605) (163) (88} - {856)

Write-back of
depreciation

Disposals + 1.001 27 97 - 1.126
Accumulated
amortization and {2.457) {851) (449) - {3.757}
impairment 31.12,2012

| Netcarrying aﬁ;snhts

31122012

3.2.2 Other non—current assets

The 218 K€ decrease reflects the release of the amount related to the pre-paid expense during the
year {202 K€) and the reversal of the guarantee for the rented office in Brussels {16 K€). The 202 K€
accounts for the advance payment on the rent and some utilities of the Agency’s premises for
building improvements made by the landlord in order to meet the occupancy needs and other
requirements of the Agency.

3.3 Current Assets

3.3.1 Current receivables

fes , p
Receivable from customers 9.471 8.767
Accrued credit notes {451) (2.042)
Doubtful Customers {1.413) {1.344)
VAT recoverable 341 431

In 2012 the receivables from customers increased by 704 K€ or 8% following a 4.801 K€ or 6,8%
increase in the amount invoiced throughout the year.

14
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Accrued credit notes have gone down to by 1.590 K€ or 78%. In 2011 the same category was
exceptionally high due to two customers for which material credit notes were issued at the beginning
of 2012 for 2011 or earlier.

The provision for doubtful receivables increased marginally by 68 K€ to 1,413 K€ in 2012. This amount
includes 485 KE relating to commercial disputes for three customers and one bankruptcy case for an
amount of 462K€. A small write off approved by the Authorizing Officer was made during the year
amounting to 54 K€ in accordance with Art.55 of the Financial Regulation. Open invoices relating to
2009, 2010, 2011 and 2012 were assessed on a case by case basis.

The 341 KE of the recoverable VAT relates to payments made in the last three months of 2012 to
suppliers and still to be refunded by the German tax authorities. The 90 K€ or 21% decrease reflects
the higher speed at which the amounts are claimed and recovered by the Agency.

Almost all of receivables from other EC institutions have been recovered by year-end.

3.3.2 Sundry receivables

Receivable from staff
Advance on removal cost

3.3.3 Accrued and deferred revenue

Accrued income fees and charges

Accrued interest income

Accrued income fees and charges accounts for invoices or billable travel cost incurred in the
current or past periods which was not invoiced by 31 December 2012.

Deferred revenue: the largest part of the F&C deferred revenue (42%) is related to the multiannual
projects (TC’s and Derivatives) which are invoiced up-front for a period of 12 months. The other
58% percent relates mainly to periodical and annual fees.

A full picture of the amounts accrued and deferred as well as the impact of the last year’s reversal
is presented in the table presented under note 3.7.1 Revenue generated from Fees and Charges.
Also, the section called “Exchange Revenue: revenue from Fees and Charges levied by the Agency
“(page 10) under note 3.1 “Summary of significant accounting policies” explains the details
concerning the principles applied in revenue recognition related to fees and charges.

15
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The accrued interest income is the bank interest to be received for the fourth quarter of 2012. The
decrease is the result of the slighter lower interest rates received in 2012 on the Agency’s deposits
{average of 0.88 % in 2012 versus 1.25 % in 2011}.

3.3.4 Prepaid }expenses 7

id Expenses : t 31 ance at 31.12.201
Prepaid IT services 398
Prepaid missions 7 0
Prepaid rent & utilities within one year 325 273
Prepaid social welfare & staff expenditure 1.264 846
Total 2.152 1.517

The major portion of the 325 K€ is the current part of the prepaid rent and utilities paid in advance
by the Agency for its premises as agreed with the landlord.

The prepaid social welfare and staff expenditure represent the advance payments related to school
allowances paid for the dependents-of the staff. The 418 K€ or 49% higher amount is following the

trend set by the staff increase and their family demographics and their choice of schools.

Most of the other prepaid charges are related to the maintenance of hardware and software
acquisitions not related to 2012.

3.3.5 Cash

| Casl
ING Bank
ING Bank (Fees and charges)
ING Bank Special Projects

Commerzbank

As mentioned in Note 3.1 under “cash and cash equivalents” an additional account was opened
with ING in order to account for special projects on Internal Cooperation {(earmarked revenue)
undertaken by EASA on behalf of the EC better.

The overall 3.023 K€ or 5% decrease in the cash reflects the higher amounts paid out in 2012

compared to what was cashed leading to an overall negative cash flow of 1.204 K€ for 2012
compared to a 7.081 K€ positive for 2011.

3.4 Non-current liabilities

Dilapidation

The actual rent contracts states that the Agency has the legal and financial obligation to bring — at
the end of the contract in 2016 - the rented floors back to their original condition as well as to
replace some items (e.g. carpets). The amount reported reflects the best estimate provided by the
concerned Authorising Officer (based on an expert’s study) as of today and may change at the end

16
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of 2013 according to the latest estimates. The amount also includes the dilapidation for the
Brussels office (141 K€) for the first time.

3.5 Current payables

| Current paya
Payables to suppliers
Accrued charges-untaken holidays
Accrued charges-other
Accrued charges-European institutions
U

id salaries

The unpaid salaries account for salary increases plus salaries and related outstanding amounts to
staff not paid by the end of 2012. The total payables plus accrued charges-other represent mainly the
amounts indicated by the Authorizing Officers in the carry-forward forms used for the year-end
closure exercise. One significant portion of the accrued charges accounts for the NAA related
expenses not paid by year end which for 2012 it {the accrual) was estimated at 6.052 K€. The
payables to suppliers represent the portion of amounts due supported by actual invoices received
and not paid by the end of the year.

The accrued charges-other includes the amounts that the Agency owes to the landlord and not paid
following an on-going dispute over the number of square meters occupied and paid by EASA during
past years. These amounts are 897K for 2012 and 231K for 2010 as a result of scaling down the
payments by 15% for October-December 2010, 15 % for January-October 2012 and 10% for
November-December 2012.

3.6 Payables-EC entities

\;;;';;7w

Subsidy to reimburse to EC 62 1.361
Other payables to EC institutions 185

The subsidy to be reimbursed to the European Commission corresponds to the budget outturn
account for the financial year 2012 which was determined on a modified cash basis. The amount is
62 KE for 2012. The detailed calculation is presented in the Budget Outturn Account table under note
4.1. The 2.701 K€ is the open amount of the grants received after performing the required cut-off for
these grants received from DG DEVCO and DG ENLARGE. The amount is significantly higher than last
year due to the increased involvement of the Agency in the area of International Cooperation.

3.7 Operating Revenue
The Agency’s 2012 revenue comes from the following sources:

17
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‘Operating revenue , 2 2011
Fees and charges 68.779
Contribution from EC entities 36.549 34.552
Contribution from EFTA countries : 994 980
Recovery of expenses 751 . 573

otal

3.7.1 Revenue generated from Fees and Charges
2012
2012 INVOICED 2012 Acrrued 2011 Reversals Total
Deferred
. F&C F&C Accrued |Credit Notes 2012
BL F&C Travel | Total | F&C |Travel| CN's F&C Accrued () | Deferred (+) | Travel {3 ) Revenue

O1NF 16.554 1.058 | 17.612 1171 4591 (18) (5.166), (854) 4.570 (242)] . 1.505 17.983
01PF 6.304 367 | 6.670] 244 159 (1) (2.353) (445) 2.188 (186) 6 6.283
02NF 2.931 292 | 3.2231 250 127 | (203) (774)] (57} 853 (61) 94 3.452
03NF 10.824 727 11.551] 940] 316[ (71) (3.770) (144) 2.938 (273) 236 11.723
04NF 336 - 336 - - (3) (15) (4) 29 - 9 352
OBNF 230 25 254 - 11 - {109) ) 184 (21), 12 324
06PF 5.037 1501 5.187 - 65 (4) (2.4517) (5) 2.366 (150) 12 5.020
07NF 129 - 128 25 - - - (34) 15 - - 135
08NF 293 141 434 - 61 = (189) - 7 (23) - 290
08PF 2.871 443 3.314 -1 192] (62) (1.598), - 1.509 (171) - 3.185
10NF 1.292 530 1.822 -1 2301 (27) (85) (17) 94 (98) 13 1.953
10PF 7.822 3.747 | 11.539 -11.615] (40) (3.800) (17) 3.364 (1.235) 122 11.549
11NF - 34 34 - 15 - - - - (12) - 37
12NF 124 - 124 - - (2) (12) ) 10 - - 119
11PF 20 17 37 - 7 - (9) - g - - 44
12PF 936 - 936 - - (9) (509) 1) 741 - 6 1.164
13NF 130 162 293 - 71 (8) (54) 1) 49 (87) - 283
13PF 635 569 | 1.204 -1 247 - (347) {0) 313 (171), 5 1.251
AFM NA 309 - 309 - 1@ (31) (8) 94 - 8 369
AMOC NA 50 - 50 68 - - - - 6 - 1] 125
CS NA 942 2091 1.151 452 9N - 0) (39) 0 (69) - 1.585
ECOFA NA 571 - 571 216 - - - (124) - - - 663
MR NA 3.652 1.1181 4.770} 1.413 486 - (11) (2.117) - (603) 1 3.938
OEB NA 1.308 3331 1.641 270 145 - - (472) - (68) - 1.516
PTE NA 445 - 445 - - (2) - 7) 20 - 7 483
TAC NA 83 11 94 - 5 - (1) - 15 (1) - 112
E-exam 1 - 11 - - - - - 2 - - 13
LOA/SQ 67 21 88 1 9 - - 2) - (15) - 80
NAA-TRAINING 56 - 56 35 - - - {2) - - 4 92
AOA PF 85 - 85 -1 131 - - - - - - 216
ATO NF 32 - 32 - 68 - - - - - - 100
FSTD NF 537 423 960§ 1.051 173 - {4) - - - - 2.179
Total 64.615| 10.347 | 74.962 | 5.081] 4.682 | (451)] (21.267) (4.358) 19,377 (3.467) 2.042 76.600

The above table grants a complete picture of the 2012 revenue recognition process on an accrual
basis and the full impact on the Economic Outturn Account as well as the computation of the accrued
and deferred revenue balances reflected in the balance sheet.

The overall Fees and Charges recognized revenue in 2012 is 7.821 K€ higher than last year due mainly
to:

- 4.836 K€ or 7% more invoiced in 2012 made-up of a 2.068 K€ or 3% increase in Fees and Charges
related (no travel) and 2.767 K€ or 32% increase in travel related.

-Higher accruals under both categories for a total of 3.493 K€ or 60% more net accrual versus last
year to account for work or travel performed in 2012 and before and due to be invoiced.

-Higher deferrals (which partially offset the effect of the two above items) by 1.890 K€ or 10%
compared to those of 2011.

It should be noted that 6.025 K€ worth of credit notes were issued in 2012 of which approximately
2.978 K€ relate to previous years.
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The methods and principles for revenue recognition have been explained under note 3.1 in the
paragraph called Revenue-Exchange Revenue.

3.7.2 Subsidy received from the European Commission

The 36.549K€ shown as subsidy in 2012 under accrual accounting is the result of the cash received as
subsidy (34.862 K€) plus the EFTA contribution received through the EC (865 K€) and operational
grants (883 K€ on an accrual basis) less the amount corresponding to the budget outturn to be
returned to the European Commission {62 K€).

3.7.3 Recovery of expenses

The increase in the amount of recuperation of expenses is mainly due to the fact that more was re-
invoiced for recoverable missions costs paid by the Agency in 2012.

3.7.4 Contribution from EFTA countries

The amount received is the contribution from the Swiss Federal Office of Civil Aviation and paid
directly to the Agency.

3.8 Operating expenses

In 2012 operating expenses increased in total by 13.993 K€ or 13% reflecting a rise in all expense
categories compared to 2011 except for buildings and related expenses which decreased by 534 K€
or 6% (in 2011 the dilapidation was taken into account for the first time whereas in 2012 only the
increment impacted the EOA). Staff expenses went up by 8.178 K€ or 15% higher, other expenses by
742 K€ or 13% higher, depreciation and write-offs by 141K€ or 4% higher, outsourcing and
contracting by 5.466 K€ or 17% higher. The main drivers behind this evolution of the expenses are:
staff increase, increase in software licenses and IT development cost, higher translation and
publications cost as well as higher outsourcing expense relating to work performed by the National
Aviation Authorities on behalf of EASA;

3.8.1 Staff expenses

Salaries and related allowances
Social security
Other staff expenses

The 8.178 KE or 15% overall increase is driven by a 10% (58 FTE’s) staff increase in FTE's year over
year leading to a 6.218 K€ or 12% rise in salaries and allowances and also followed by a 1.839 K€ or
89% rise in other staff expenses mainly due to social welfare costs and the re-classification of the
staff cost for EASA staff who worked on specific projects in the area of International Cooperation.

The salaries also include the unpaid salaries and related increase due for 2012.

3.8.2 Building and related expenses

Rent

Related expenses
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The 534 K€ or 6% decrease reflects the impact of first time recognition of the dilapidation cost in
2011 (1.065 K€) for the Cologne office as opposed to 2012 when only the adjustment to the
estimate of 245 K€ as well as an additional 141 K€ for the Brussels office impacted the Economic
Outturn Account.

3.8.3 Other expenses

et EXpense . : .
Temporary assistance 743 658
Administrative assistance 376 343
Recruitment 460 501
Travel 73 69
Training 598 406
IT and equipment 2.978 2.530
Stationery, supplies and other 214 190
Legal 301 295
Postage and communication 651 650

Other 117 88

Higher IT and equipment costs of 448 K€ or 18% and training 193 K€ or 47% compared to 2011
account for most of the 742 K€ or 13% overall increase.

3.8.4 Depreciation and write-offs

De write-offs
Depreciation and amortisation of fixed assets

Provision for risks on receivables

The depreciation for 2012 increased by 210 €K compared to that of 2011 caused mainly by the
depreciation on new hardware purchased in 2012, The depreciation and amortization rules have
been explained in note 3.2 Non-current assets. Assets under construction in 2012 amounted to 69
€K relating to the equipment for the clock-in/clock- out system. The Provision expense for
Receivables is linked to the facts already detailed in note 3.3.1 Current receivables.

3.8.5 Outsourcing and contracting activities

Certification activities {NAA) 20.495 .18.343

Other operating expenses 3.856 4.178
Meetings 342 259
Translation/Publications 2.351 1.120
Missions/Technical Training 5.625 4,794
Software development

The overall 5.466 K€ or 17% increase in 2012 compared to 2011 is largely due to:
o 2.151 K€ or 12% increase in the NAA related expenses
e 1.231 K€ or 110% increase in translations and publications related costs
e 1.491 K€ or 54% increase in the cost of the development of business applications
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3.9 Non-operating revenue (expenses)

1-operal
Bank interest
Interest from customers

Bank charges {(17) {26)
Exchange differences : (12) _(18)
Other financial charges {4) (28)

The lower bank interest reflects the slightly lower interest rates applied in 2012 by the banks on the
Agency’s deposits: 0,88 % average in 2012 as opposed to 1,25% in 2011.

Other financial charges represent late payment fees charged by suppliers for goods and services
bought by the Agency.

3.10 Contingent liabilities
1. Operating lease commitments for rent: amounts still to be paid at 31 December 2012 up to the
end of June 2016 under the operating lease for the Cologne office amounts to 25.016 K€ (31.878 K€
at 31 December 2011).
The contractual payments are scheduled as follows:

‘Défgcription -

Operating leases-
buildings

As the contract runs until 30.06.2016 only half of the 2016 due payment was considered.

2. The budgetary RAL is the amount representing the open commitments, for which payments and
or de-commitments have not yet been made. The amount disclosed as a future commitment is the
budgetary RAL less related amounts that have been included as expenses in the economic outturn
account.

. Al
Open budget
commitments

Contractual
commitments

Accrued charges {12.027) | {13.405)

SR

Assigned revenue impact 26.484)

21



2012 European Aviation Safety Agency Final Annual Accounts

3.11 Other Aspects

1. As from 2016, the Agency will have to bear the financial cost of the Pension contribution for the
Fees & Charges financed staff as presented in its official business plan. The calculation of the future
financial impact has been made by applying 22% to the basic salary cost of the Fees & Charges
financed staff as from 2016. For more information the documents presenting the Business Plan of
the Agency should be consulted.

ibution as

pact o :
2016 | 2017
F&C T1 cost increase 7970 @

2. Two former EASA temporary agents lodged three appeals to the Civil Service Tribunal against
the Agency’s administrative decisions as regards their posts. A judgement is expected during the
course of 2013 so it is still too early to pre-empt the result of the litigation.

3. European Dynamics, an applicant to the EASA.2009.0P.02 call for tender, lodged on 22 July 2009
an application to the Court of First Instance of the European Communities (CFl), requesting the
annulment of decisions of the EASA in the respective call for tender. The Statement of Defence was
submitted to the Court of First Instance on the 11" of December 2009. At this point it is still too
early to pre-empt the course of litigation but it should be noted that the Plaintiff is largely using
circumstantial or unsupported evidence to justify their claims.

4. Non contractual liabilities: as a result of its certification or regulatory activities, the Agency is
exposed to potential liabilities which could have a heavy financial impact. After completion of a
study by external consultants to identify and assess all risks arising from the Agency’s activities and
to estimate the related cost to be covered by an insurance scheme / policy, the commission was
informed about the results and asked for its view. By letter dated 28 September 2007, the
Commission notified the Agency that the Agency should not take out any insurances for its non-
contractus! liability and that any possible damage caused by the Agency is entirely covered by the
Community budget.

3.12 Related party disclosure

Highest grade description Grade Number of persons of this grade
Executive Director AD 15 . 1
Director AD 15 1
Director AD 14 3

The remuneration equivalent to the grades of the key management personnel in the table can be
found in the Official Journal L. 345/10 of 23 December 2008.
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3.13 Events dafter the balance sheet date

At the date of issue of the accounts, no material issue came to the attention of the accounting
officer of the Agency or were reported to him that would require separate disclosure under that
section. The annual accounts and related notes were prepared using the most available information
and this is reflected in the information presented above.
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4.1 Budget Outturn Account for year 2012

All amounts in euros

BUDGET QUTTURN ACCOUNT FOR THE FINANCIAL YEAR 2012

Title Ii: Administrative Expenses
Payments
Appropriations carried over

Title : Operating Expenditure

] 2012 | 2011 i

REVENUE

Balancing Comwission subsidy

Other subsidy from Commission (Phare, PA,...) i

Cther Donors .

Fee incorme TEIIeB 0

Other income S TIRBMBY 13823100

TOTAL REVEMUE (3)

EXPENDITURE

Title 1:Staff

Payments

Appropriafions carried over

Payments Laoenen BIANE
Agppropriations carried over 4851030838 0 4989371798
TOTAL EXPENDITURE (b) 158,848,190,85* 148,450,344.53

OUTTURN FOR THE FINANCIAL YEAR (a-b) 43,71 5,842.081 -37,500,308.06

Cancelation of unused payment appropriations carried over from previous year
Adjustment for carry-over fromthe previous year of appropriations avallable at 31.12 arising from assigned revenue
Exchange differences for the year (gain +loss -}

181170535

“H70r51

4217746508

BALANCE OF THE QUTTURN ACCOUNT FOR THEFINANCIAL YEAR

61,620.84

Balance year N1

Positive balance fromyear N-1 reimbursed in year Nto the C

Net included in the budget outfurn:

Intarest generated by 31/12/N on the Commission balancing subsicy funds and to be reimbursed to the Commission {leblity}

sh08183]
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4.2 Budget implementation

All amounts in euros
BUDGET IMPLEMENTATION FOR THE YEARS 2011 - 2012

2012 2011

TITLE | - Staff expenses

. Payments Commitment  Payments Commitment
Budget appropriation - C1+RO+C4+C5(1) £6,742,606.73  66,742,606.73  58,657,873.29  58,657,873.25
Committed 64,265,186.50 57,911,139.73
Paid 63,520,365.92 57,212,302.61
Automatic carryovers 755,672.66 698,895.12
Total expenditure/commitment {2} 64,276,038.58  64,265,186.50  57,911,197.73  57,911,135.73
Appropriations carried over from assigned revenue (3} 10,852.08 58.00
Cancelled 2,466,568.15 2,466,568.15 746,675.56 746,675.56
% used on budget appropriation (2+3)/(1) 96.30% 96.30% 98.73% 98.73%
TITLE If - Administrative expenses
Budget appropriation - C1+R0+C4+C5{1) 14,192,962.75  14,192,962.75  14,359,412.87  14,359,412.87
Committed i 13,559,276.03 13,871,223.13
Paid 10,198,191.03 9,930,905.74
Automatic carryovers 3,364,652.66 3,940,317.39
Non-automatic carryovers
Total expenditure/commitment (2} 13,562,343.69  13,559,276.03  13,871,223.13  13,871,223.13
Appropriations carried over from assigned revenue (3} 3,567.66
Cancelled 630,119.06 630,119.06 438,189.74 488,189.74
% used on budget appropriation (2+3}/(1) 95.56% 95.56% 96.60% 96.60%
TITLE Ill - Operating expenses
Budget appropriation - C1+R0O+C4+C5(1) 82,725,800.87  82,725,800.87  77,245,034.89  77,245,034.85
Committed 54,455,903.34 50,184,031.73
Paid 32,399,000.22 26,774,205.69
Automatic carryovers 48,610,308.36 49,893,717.98
Non-automatic carryovers
Total expenditure/commitment {2) 81,009,308.58  54,455,90334  76,667,923.67  50,184,031.73
Appropriations carried over from assigned revenue (3) 26,553,405.24 26,483,801.94
Cancelled 1,716,492.29 1,716,492.29 577,111.22 577,111.22
% used on budget appropriation (2+3}/(1) 97.93% 97.93% 99.25% 99.25%
Budget appropriation - C1+R0+C4+C5(1) 163,661,370.35  163,661,370.35  150,262,321.05  150,262,321.05
Committed 132,280,365.87 121,966,394.59
Paid 106,117,557.17 93,917,414.04
Automatic carryovers 52,730,633.68 54,532,930.49
Non-automatic carryovers 0.00 0.00
Total expenditure/commitment (2) 158,848,190.85  132,280,365.87 148,450,344.53 - 121,966,394.55
Appropriations carried over from assigned revenue {3} 26,567,824.98 ' 26,483,949.94
Cancelled 4,813,179.50 4,813,179.50 1,811,976.52 1,811,976.52
% used on budget appropriation {2+3)/(1) 97.06% 97.06% 98.79% 98.79%

25




2012 European Aviation Safety Agency Final Annual Accounts '

4.3 Major aspects of the implementation of the budget
In 2012 the Agency has used only non-differentiated appropriations.

The total consumption of commitment appropriations reached 158.848 K€ (148.450 K€ in 2011), of
which 132.280 K€ (121.966 K€ in 2011) have been committed and 26.568 K€ (26.484 K€ in 2011) on
credit appropriations from assigned revenue were automatically carried over as per Article 10 of
the EASA Financial Regulation.

The total consumption of payment appropriations reached 158.848 K€ (148.450 K€ in 2011), of
which 106.118 K€ (93.917 K€ in 2011) have been paid and 52.731 K€ (54.533 K€ in 2011) were
automatically carried over (26.163 K€ on Commitments and 26.568 K€ on credit appropriations
from assigned revenue).

Budget Implementation by Title

2011 2012

2 Tithe Staft W Tite 15tat .
s Title T Administrative Expenses. % Titde e AdrInistrative Expenses
wTitle 1 Operating Expenditiive wite i Dperating Exp

Administrative Appropriations (Title | and II)

Staff expenditure increased by 6.365 €K in 2012 to 64.276 €K (57.911 €K in 2011). This growth is
driven largely by the staff evolution required in particular to support the Agency’s certification role
in relation to its new remits. Staff expenditure rose slightly as a percentage of the overall budget in
2012 to 40.5% (39% - 2011).

Despite the increase in activity and staff levels, other administrative expenditure reduced as an
overall percentage of the Agency’s budget and in absolute terms to 13.563 €K - 8.5% (13.871 €K -
9.3% in 2011) demonstrating related efficiency gains .

Operational Appropriations (Title Ill}

Operational expenditure increased by 4.341 €K in 2012 to 81.009 €K (76.668 €K in 2011} in line with
increased activity levels mainly in the area of certification activities. As a percentage of the
Agency’s overall budget, operational expenditure remained stable during 2011 and 2012 at 51.6%
and 50.0% respectively, however, part of the operational appropriations were used for IT projects.
To better reflect the evolving nature of such expenditure in the budget, it has been decided to
classify such appropriations as administrative in the future.

The credit appropriations from assigned revenue of 26.568 K€, which were carried over
automatically, are composed of 24.197 K€ external assigned revenue from Fees and Charges and
2.371 K€ from other assigned revenue.

Appropriations corresponding to earmarked revenues of 4.437 K€, to continue with technical
assistance and cooperation projects with third countries, were estimated and authorised in the
Final Budget for 2012. The amounts actually received and carried over from 2011 totalled 3.960 K€

26




2012 European Aviation Safety Agency Final Annual Accounts

of which 1.853 K€ were committed and 2.107 K€ credit appropriations have been automatically
carried over to 2013.

Overall Budget Implementation Rate
The overall budget implementation rate for 2012 reached 97.1% (98.8% - 2011).

4.4 BOA versus EOA reconciliation

In order to reconcile the budget outturn result to the net result for the period, differences between
budget accounting and accrual accounting need to be taken into account. These differences can be
attributed to timing or permanent differences. The most significant of these differences are the
following:

1. In budget accounting, capital expenditures are recorded as current year expenses. In accrual
accounting, these types of expenditures are capitalised and depreciated over the useful life span of
the assets.

2. In budget accounting, revenue is required to cover all committed expenditures at 31 December.
In accrual accounting, revenue and expenses only include amounts corresponding to the financial
‘year. The difference is treated as deferred revenue or expenses in accrual accounting.

3. In Budget accounting, revenues are expressed on a cash basis and consist of cash received until
the 31° December of the year. In accrual accounting revenue is measured at the fair value of the
consideration received or receivable {see accounting policy).

BUDGET OUTTURN OF THE YEAR (BOA) 62 1.361
PART OF THE SUBSIDY TO BE RETURNED TO THEE.C. (62) {1.361)

OTAL

Guarantee

CAPITALISATION, DEPRECIATION AND AMORTISATION

{1.290)
EXPENDITURES
Expenditures of the year {1.640) 3.364
Assigned revenues (1.029) 3.47%
Pre-financing relating to operational grants {2.040) (225}

16

T

REVENUES

Accountmg cut-off to align 1nY?|ced o 1.669 (1.367)
revenue with revenue recognition principle

Difference between invoiced and cashed 714 {2.578)

(2.281)\
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