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In accordance with Article 76 of the Financial Regulation applicable to the
European Aviation Safety Agency (the “Agency”), the accounts of the
Agency shall comprise:

- the financial statements and;

- the reports on implementation of the budget of the Agency.
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1 FINANCIAL STATEMENTS

1.1 GENERAL INFORMATION: OBJECTIVE AND
RESOURCES OF THE AGENCY

Based in Cologne, Germany, the European Aviation Safety Agency became
operational in 2003 on the basis of Regulation (EC) No 216/2008 of the
European Parliament and of the Council of 20 February 2008 on common
rules in the field of civil aviation and establishing a European Aviation
Safety Agency, and repealing Council Directive 91/670/EEC, Regulation
(EC) No 1592/2002 and Directive 2004/36/EC (O] L 79, 19/03/2008, p.
1).

As an independent EU body under European law, it is accountable to the
Member States and the EU institutions.

A Management Board with representatives from the Member States and
the European Commission adopt the Agency’s budget and work
programme.

The aviation industry is actively involved in the Agency’s work through a
number of consultative and advisory committees.

Its overall mission has been defined as: “To promote the highest
common standards of safety and environmental protection in civil
aviation”,

The revenue of the European Aviation Safety Agency consists of a
contribution from the Community and from any European third country
which has entered into the agreements referred to in Article 66 of above-

mentioned Regulation (EC) No 216/2008, the fees paid by applicants for
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certificates and approvals issued, maintained or amended by the Agency,
and, if any, charges for publications, handling of appeals, training and any
other service provided by the Agency.

On 31 May 2007 the Commission issued a new regulation (EC) No
593/2007 on the fees and charges levied by the Agency. It brings some
significant changes in the structure and level of the fees and charges.
These fees and charges are assigned revenue for the Agency.

It reflects the more and more important role the Agency is playing as it

consolidates its position as Europe's centre of excellence in aviation safety.
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1.2 FINANCIAL STATEMENTS

1.2.1 Balance Sheet

ASSETS
NON-CURRENT ASSETS

Intangible fixed assets
Computer software
Tangible fixed assets
Computer hardware
Furniture
Other fixtures and fittings
Other non current assets

Total non current assets

CURRENT ASSETS
Current receivables
Sundry receivables
Accrued revenue
Deferred charges
EC entities
Cash and cash equivalents
Total current assets

TOTAL ASSETS

LIABILITIES
NON-CURRENT LIABILITIES

Provisions for risks and liabilities
Total non current liabilities

CURRENT LIABILITIES
Current payables
Deferred revenues
Sundry payables
EC entities
Total current liabilities

TOTAL LIABILITIES

NET ASSETS
Sumlus (deficit) forwarded from previous years
Net sumplus (deficit) for the period
Total net assets

TOTAL LIABILITIES AND NET ASSETS
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31 December 31 December
2007 2006

274 268
739 869
707 699
85 151

1.820 -
3635 1.987
12.250 5.647
599 365
6.582 7.287
569 160
- 422
36.659 24.056
56.660 37.937
60.295 39.924
797 639
14.750 15.999
27.223 9.219
- 185
26845 5.250
44618 30.663
45415 31.302
8.622 3.029
6.258 5.593
14.880 8.622
60.295 39.924
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1.2.2 Economic Outturn Account

OPERATING REVENUE
Fees and charges
Contributions from EC entities
Recuperation of expenses
Contribution from German Ministry of Transport
Contribution from North Rhein Westphalia
Contribution from EFTA
Total operating revenue

OPERATING EXPENSES

Staff expenses
Building and related expenses
Other expenses
Depreciation and write offs
Outsourcing and contracting activities
Total operating expenses

Surplus /{Deficit) from operating activities
NON-OPERATING REVENUE (EXPENSES)
Interest received from third parties
Interest paid to third parties
Surplus / (Deficit) from non operating activities
Surplus / (Deficif) from ordinary activities

Surplus / (Deficit) from extraordinary activities

NET SURPLUS FOR THE PERIOD
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2007 2006

44 167 35.173
24.166 26.401
559 340
300 1.200

- 274
1.308 547
70.500 63.935
31.070 23.778
4.602 3.769
5.406 1.993
1.392 1.249
22.360 27.798
64.830 58.586
5.670 5.349
605 263
(17) (19)
588 244
6.258 5.593
6.258 5.593

6




1.2.3 Cash Flow Table

CASH FLOW FROM ORDINARY ACTVITIES
Surplus (Deficit) from ordinarry activities

Operating activities

Depreciation - intangible assets
Depreciation - tangible assets

Donated assets

Increase / (decrease) in provisions for risks
and liabilities

Increase / {decrease) in provisions doubtful
receivables

{(Increase) / decrease in short term
prefinancing

(Increase) / decrease in short term
receivables

(Increase) / decrease in long term receivables
(Increase) / decrease in receivables related to
consolidated EC entities

Increase / {decrease) in accounts payable
increase / (decrease) in liabilities related to
consolidated EC entities

increase / (decrease) in fiabilities related to
consolidated EC entities

Nef cash flow from operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Tangible and intangible fixed assets
Donated assets
Proceeds from sale of fixed assets

Neft cash flow from investing activities

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE
BEGINIG OF THE PERIOD

CASH AND CASH EQUIVALENTS AT THE END
OF THE PERIOD
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31 December

31 December

2007 2006
6.258 5.593
124 105
545 468

- (273)

158 839
723 875
(6.864) (6.789)
(1.820) -
22 (23)
16.561 12.857
(2.6086) (187)
6.843 7.473
(503) (1.031)

- 273

4 1
@99) (756)
12.602 12.310
24.056 11.746
36.658 24.058
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1.2.4 Statements of Changes in Net Assets/Equity

Accumulated| Net surplus Total net
surplus for the period assets

Balance as of 31 December 2008 8.622 - 8622
Balance as of 1 January 2007 8.622 - 8.622
Net result of the year - 8.258 6.258
Balance as 0f 31 December 2007 8.622 6.258 14.880

1.3 NOTES TO THE FINANCIAL STATEMENTS

1.3.1 Accounting Policies

Basis of preparation

The financial statements are prepared on an accrual basis of accounting,
and comply with va!uation and accounting rules adopted by the European
Commission. They are presented on a going concern basis and are
consistently covering a calendar year period. The Euro is the functionai
and reporting currency of the Agency and amounts shown in the financial

statements are presented in thousands of Euros (KE).

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 transiation at
year end exchange rates of monetary assets and liabilities denominated in

foreign currencies are recognised in the Economic OQutturn Account.
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Non current assets

Intangible fixed assets

Acquired computer software licences are capitalised on the basis of the
costs incurred to acquire and to bring to use the specific software. These
costs are amortized over their estimated useful lives (four years).
Internally produced intangible assets, including data bases and costs
associated with developing or maintaining computer software programmes
are recognised as expenses, as incurred.

Intangible assets are valued at their acquisition price less subsequent
amortization and impairment losses. No intangible assets have been
developed internally and consequently the balance includes only the ones
externally acquired. The straight-line method is used to amortize the
intangible assets.

Tangible assets, property plant and equipment

All assets are stated at historical cost less depreciation and impairment.
Histor_ical cost inciudes expenditure that is directly attributable to the
acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or
recognized as a separate asset, as appropriate.

All other repair and maintenance are charged to the Economic Outturn
Account during the financial period in which they are incurred.

Donated assets are recognised based on fair value provided by the
donator.

Depreciation is calculated using the straight-line method to allocate their

costs over their estimated useful lives as follows:
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Type of asset Useful Life Depreciation Rate

Computer Hardware 4 years 25% per year
Other fixture and fittings 8 years 12.5% per year
Other fixture and fittings 4 years 25% per year
Movable furniture 10 years 10% per year

Assets under construction are not depreciated.

At each reporting date all assets are reviewed to look for any indication
that an asset may be impaired (its carrying amount may not be in excess
of the greater of its net selling price or its value in use).

Gains and losses on disposals are determined by comparing proceeds with
carrying amount. They are included 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.

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 Economic
Outturn Account for the portion accrued during the financial year.
Receivables

All receivables are carried out at original amount iess write-down for
impairment when there is objective evidence that the Agency will not be
abie to collect all amounts due according to the original terms of
receivables. Also recognized is a general write-down in value of 25% of
recoverable net balances past due for more than six months and iess than
one year and 100% above one year, for outstanding recovery orders not

already subject to a specific write-down. This analysis is carried out on the
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situation of 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 and cash equivalents include cash in hands and other highly liquid

investments with original maturity of three months or less and banks

overdrafts. Bank overdrafts, if any, are shown under current liabilities on

the Balance Sheet.

Provision for risk and charges

Provisions are recognized when the Agency has a legal or a constructive

obligation as a result of past events; it is more likely that an outflow of

resources will be required to settle the obligation and when a reliable

estimate of the amount of the obligation can be done.

Where the effect of the time value of money is material, the amount of the

provision is the present value of the expenditures expected to be required

to settle the obligation.

Payables

Payables arising from the purchase of goods and services are recognized

at invoices reception for the original amount and corresponding expenses

are entered in the accounts when the supplies are delivered and accepted

by the Agency.

Revenue

» Non exchange revenue: The regulatory activity of the Agency is

funded by subsidies from the European Commission and from any
European third country which has entered into the agreements

referred to in Article 66 of Regulation (EC) No 216/2008.
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Receivables and revenue are recognized when recovery orders are
issued by the Agency. At the end of each financial year the excess
of subsidies over expenses as assessed for budget purposes on a
modified cash basis is returned to the Commission.

» Exchange revenue: Fees and charges revenue associated with the
provision of initial Certificates and Approvals issued by the Agency
are recognized:

o For projects completed in 2007, to the amounts invoiced
under the Commission regulations (EC) No. 488/2005
applicable until 31 May 2007 and (EC) No. 593/2007
applicable as of 1 June 2007;

o For projects not completed at the end of 2007:

» Revenue from certification of products invoiced under

regulation (EC) No. 593/2007, have been recognized

only to the extent of recoverable costs incurred for the

period from 1 June to 31 December 2007. Recoverable

costs have been assessed by EASA’s authorizing

officers, complemented by estimates when necessary,

to value the extent of work performed to the end of the
reporting period;

= Revenue associated with annual surveillance fees and

other services are based on amounts invoiced and

adjusted on a pro rata temporis basis.
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Separation of accounting periods — acerued and deferred revenue and charges
Accrual accounting requires that transactions must be recognized in the
period to which they relate. This implies:
e For revenue from Certification and Approval projects uncompleted at 31
December 2007
= In most cases, the portion of recovery orders issued under
regulation (EC) No. 593/2007 that exceeds estimated costs
incurred as of 1 June 2007 is deferred until the issuance of
the technical visa; a corresponding amount should be
assessed and recognized as a liability - deferred income, in
the balance sheet, with the effect of decreasing the revenue
of the current financial period.
= In limited instances where recovery orders are issued only
when projects are completed, estimated costs incurred as of
1 June 2007 are recognized as revenue; a corresponding
amount should be assessed and recognized as an asset - a
recoverable, in the balance sheet, with the effect of
increasing the revenue of the current financial period.
= Revenue from annual and surveillance fees is recognized for
the part of the reporting period covered by the fees. The
amount of revenue that covers the ensuing financial period is
deferred accordingly; a corresponding amount shouid be
assessed and recognized as a liability - deferred income in
the balance sheet, with the effect of decreasing the revenue

of the current financial period.
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o For charges
» Charges paid during the year or still committed at the end of
the financial year, but that reiate partially or totally to the
ensuing financial year are deferred accordingly; a
corresponding amount should be assessed and recognized as
an asset in the balance sheet, with the effect of decreasing
the charges recognized in the current financial period.
» Charges still committed at the end of the financial year and
that accrue to the financial year are accrued accordingly; a
corresponding amount should be assessed and recognized as
a liability in the balance sheet, with the effect of increasing
the charges recognized in the financial period.
= Above assessments are made on the basis of invoices
received until the period of preparation of the financial
statements and on the indications received from authorizing
officers.
Contingent assets and liabilities
A contingent asset is a possible asset that arises from past events and of
which the 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 EASA.
A contingent liability is:
(a) A possible obligation that arises from past events and of which the
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

EASA; or
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(b) A present obligation that arises from past events but is not
recognized because:

(i) It is not probable that an outflow of resources embodying economic
benefits or service potential will be required to settle the obligation; or

(i) The amount of the obligation cannot be measured with sufficient
reliability.

The Agency is exposed to two contingent liabilities, one concerning the
future payments under the rental contract concerning the office building in
Cologne and one related to commitments against appropriations not yet
consumed.

Employee Benefits

The staff of the Agency is 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.

Use of Estimates

In accordance with generally accepted accounting principles, the financial
statements necessarily include amounts based on estimates and
assumptions by management. Significant estimates inciude, but are not
limited to, provisions for future charges, financial risk on accounts
receivable, accrued/deferred income and charges, recoverable expenses,

contingent assets and liabilities, and degree of impairment of fixed assets.
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Actual results could differ from those estimates. Changes in estimates are

reflected in the period in which they become known.

1.3.2 Non-current assets

Non current assets are fixed assets used by the Agency and are composed

of tangible, intangible assets and other long term assets.

Intangible assets are mostly composed of computers programs:

Intangible assets

Gross carrying amounts at 31 December 20086 420
Additions 131
Disposals

Transfers between headings -
Other changes -

Gross carrying amounts at 31 December 2007 551

Accumuated depreciation at 31 December 2006 -153 —
Depreciation charge for the year -124 :
Disposals

Transfers between headings -
Other changes -
Accumuated depreciation at 31 December 2007 277

Gross carrying amounts at 31 December 2007 274
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Tangible fixed assets include computer hardware, furniture and fixture:

Computer | Furniture | Other Total
hardware and [fixture and
vehicles | fittings

Gross carrying amounts at 31 December 2008 1.453 842 275 2.570
Additions 264 g7 11 372
Disposals - - - -
Transfers between headings (8) - 8) (186)
Gross carrying amounts at 31 December 2007 1.709 939 278 2928
Accumuated amortization and impairment at 31
December 2006 583 143 125 851
Depreciation charge for the year 393 89 65 547
Wirite back of depreciation {1} - - {1
Disposals (6) - 6) (12)
Impairement - - - -
Transfers between headings - - - - :
Other changes - - - -
Accumulated depreciation at 31 December 969 232 184 1.385
2007
Net carrying amounts at 31 December 2007 739 707 95  1.541

Other long term assets consist of:

31 December 31 December

2007 2006
Prepaid rent 1.820 -
1.820 -

Prepaid rent represents an advance payment on the rent of the Agency’s

premises for building improvements made by the landlord to fit the

occupancy needs and requirement of the Agency. This prepayment will be
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charged to the cost of operations in equal instalments of 202 K€ over the

residual duration of the lease from 2008 to 2016.

1.3.3 Current receivables

31 December 31 December
2007 2006
Receivables from fees and charges 15.163 7.495
Accrued credit notes (1.443) {(1.071)
Less, provision for doubtful receivables (1.633) {910)
VAT recoverable 163 133
Total current receivables 12.250 5.647

The increase of receivabies is mainly explained by the increase of invoicing
in 2007 (63.054 KE) over 2006 (33.571 KE£).

Accrued credit notes of 1.443 K€ include a material amount for one client.
The provision for doubtful receivables rose to 1.633 K€ in 2007. This
amount includes 230 K€ which has been confirmed as unrecoverable, 591
KE is associated to commercial disputes, and 412 K€ is related to write
down in percentage of overdue balances. 400 K€ loss related to 2005 EFTA
contribution payable by the Commission and for which a technical litigation
exists.

163 K& of recoverable VAT represents amounts paid in the last quarter of

2007 to suppliers and still to be refunded by the German tax Authorities.
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1.3.4 Sundry receivables

31 December 31 December
2007 2006
Advances on salaries 80 102
Advances on missions 498 167
Advances on removal costs 18 94
QOthers 2 2
Total 599 365
The increase in advance on missions is in line with the increase in

Agency’s activity and coherent with steps taken to limit cash outflow for

staff on missions.

1.3.5 Accrued and deferred revenue

31 December

31 December

2007 2006
Accrued invoices fees and charges 6.540 7.094
Accrued revenue EFTA contribution - 94
Accrued interest income 42 99
Total 6.582 7.287
Deferred revenue 27.223 9.219

Accrued revenue is mainly composed of revenue invoiced over recoverable
costs incurred for the period from 1 June to 31 December 2007 for
certification and approval activities.

Deferred revenue relates mainly to the share of annual and surveillance
fees which has been invoiced in 2007, but accruing in 2008 and deferred

accordingly to 2008.
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1.3.6 Deferred charges

31 December 31 December
2007 2006
Prep_a id hardware and software maintenance 563 152
services
Prepaid insurance 6 5
Prepaid subscriptions 1 3
Total deferred charges 569 160

Most of other prepaid charges are related to the maintenance of hardware

and software acquisitions not related to current year.

1.3.7 Cash and cash equivalents

31 December 31 December
2007 2006
ING Bank 1.061 10.506
ING Fees & Charges 34.401 13.541
Commerzbank 745 g
Cash in transit 452 -
Total 36.659 24.056

The increase in cash and cash equivalents is linked to the change of
invoicing fees introduced by the new Fees and Charges Regulation (EC)
No. 593/2007, where certification fees are levied when a certification
request is received for products. Surveillance fees are levied at the
beginning of twelve months surveillance periods.

Deposits with banks are remunerated at the marginal interest rate of
weekly allotments (variable rate) of the European Central Bank. Average

rate was 3.95% in 2007,
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1.3.8 Provisions for risks and liabilities

31 December 31 December
2007 2006

Provision for untaken annual leave 797 639

1.3.9 Current payables and accrued charges

31 December 31 December
2007 2008
Payables to suppliers 4.765 5887
Other payables - accrued charges 9.979 10.094
Other payables - accrued charges European 6 18
institutions
Total 14.750 15.999

Accrued charges include 9.701 KE€ (7,919 K in 2006) related to work
subcontracted to National Aviation Authorities which was not invoiced as of
31 December 2007. The accrual represents the expected amount to be
considered based on the purchase order forms signed with National
Aviation Authorities for the concerned period of 2007 activity. The balance
consists mostly of Rulemaking outsourcing activity and Software

development consultancy fees.
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1.3.10 Sundry payables

Staff expenses

Total

1.3.11 Payables-EC entities

Interest to reimburse to European Commission
Subsidy to reimburse to European Commission
Other European Community institutions

Total

The subsidy to reimburse to the European Commission corresponds to the
surplus of the budget outturn account for the financial year 2007 (as
expressed on a modified cash basis). This amount is net from assigned
revenue of 14.865 K€ for fees and charges levied under Regulation (EC)

No. 593/2007 collected in 2007 for their part related to certification tasks

to be provided in 2008.

1.3.12 Operating revenue

31 December 31 December
2007 2008
- 195
- 195

31 December

31 December

2007 2006
- 133
2.363 5.054
282 83
2645 5.250

The 2007 revenue comes from the following sources:
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Fees and charges
Contributions from EC entities
Contribution from Geman Ministry of Transport
Contribution from North Rhein Westfalia State
Contribution fronm EFTA
Recuperation of expenses

Total

31 December

31 December

2007 2006

44 167 35.173
24.166 26.401

300 1.200

- 273

1.308 547

559 340

70.500 63.934

The increase of fees and charges is due to the entry into force of the

Commission Regulation (EC) N°© 593/2007, as of 1 June 2007. With this

new scheme, the Agency is charging now a flat fee for the next twelve

months, resulting in an exceptional high level of revenue for 2007. The

assessment of this revenue is explained in the ensuing note.

1.3.13 Revenue generated from the Fees & charges

activities
2007 Reversal of Reversal of Provision for
20y | ricced | Acertod | Daem | AceTid | 208 Dnered [ a6 cerea | RIS Tovenel | e | Tol 207 | Tol 2006
Travel Incema Income expected in 2008
TC/RTC Annual 4.314 {1.911} 71 3.421 - (5-56) 5.805 5,482
TCIRTC 30.381 1.863 (17.183)} 411 1.5C4 (5.115)| {60}, 12.370 7.525
STC 3.091 194 {2B8) 150 (66) - 3.031 3,608
Major Changes &
Repairs £.578 110 (1.858) 207 (130) (100} 4.725 3.620
Minor Changes &
Repairs 393 8 (78} - 10 830 874
AFM 255 1 (26)) - - 229 -
DOAs 3.978 - (1.657) £6 1.294 3.871 2.952
POAs Survelliane 303 {158) 19 93 - 257 218
MOAS 5.895 (2.363), 939 2.089 {147 6.288 3.509
145 accepted 569 (518) - 526 - 564 1.353
MTOA 548 (136) 65 72 - 550 83
DDAs §12 (134) El 75 {82y 374 804
AP to DOA 59 (2) - - {23} 44 132
POAs 934 {461)) 14 = 537 255
Production W/
Approval - - - - - - .
MOAs 1.177 {4900 57 114 (311) 585 2,307
CAMOs - - - - - - - -
145 accepted 119 (28) - {4) - 73 202
MTOAs 171 {25 - 19 - (69 A9 230
MRS 1.592 1.984 - 192 - (1,374} - 2.395 1.869
Special Taks - - - {1} {1} 61
Validatlon
Support B4 47 40 (2) 169 49
Permitto fly 285 32 - - H7 -
OEB 147 €5 ] 218
AMGC 18 18
Credit Notes (1.443)
63.054 4.304 | (27.223) 2,238 9.219 {5.631) 11.358) 1.0T1 {1.443) 44.167 35472
res = A r - A
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The above table summarizes how fees and charges revenue is
recognized on an accrual basis of accounting. Revenue is accrued in
2007, if earned in 2007 even if it will be invoiced (and cashed) in the
ensuing financial year(s). Revenue is deferred from 2007 to the
ensuing financial year, for the future periods covered by invoices issued
in 2007. The changes brought by the new Fees & Charges Regulation
have considerably increased the deferred revenue.

The important increase of 28 % in 2007 (44.167) over 2006 (35.173)
in Fees and Charges revenue should be noted. This change is the
combined result of the development of the Agency and of the

implementation of the Regulation (EC) N° 593/2007.

1.3.14 Subsidy received from the European
Commission

The subsidy paid in 2007 by the Directorate-General for Energy and
Transport was 26.530 K& (31.454 K€ in 2006), thereof 2.000 K& (3.340
KE, in 2006) corresponding to budgetary surplus from previous year. Out
of this figure only 24.166 K€ (26,401 K€ in 2006) was actually booked as
revenue for EASA in 2006. The difference of 2.363 K& represents the
budgetary surplus for 2007, to be returned to the Commission. The
German Federal Ministry of Transport provided a grant to cover part of the
rental cost.

North Rhine-Westphalia State has discontinued his contribution in kind of
furniture and equipment.

The increase in recovery of expenses reflects the evolution of costs

reimbursement from staff and from Joint Aviation Authorities.
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1.3.15 Operating expenses

In 2007 operating expenses increased globally by 11% over 2006 (64.833

K€ as compared to 58.585 KE€). This evolution reflects the increase in the

activity level of the Agency.

1.3.16 Staff expenses

31 December

31 December

2007 2006
Salaries and related allowances 29.547 22.721
Social security 1.181 852
Other personel expenses 342 204
Total 31.070 23.778

The largest expense is salaries paid that represent 48% (40% in 2006) of

the total operating expenses. This is the outcome of the continuous

recruitment campaign which resulted in 53 agents being hired in 2007.

1.3.17 Building and related expenses

Consultancy fees for information systems and external assistance cause

most of the variation of these costs compared to 2006.
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1.3.18 Depreciation and write-offs

31 December 31 December
2007 2006
Depreciation of fixed assets 670 573
Provision forrisks on receivables 722 675
Total 1.392 1.249

1.3.19 Outsourcing and contracting activities

31 December 31 December
2007 2006
Certification activities 14.069 23.050
Other operating expenses 8.292 4.748
Total 22.361 37.798

Certification activities mainly represent the cost of work subcontracted to
the National Aviation Authorities and invoiced to the Agency. This
subcontracting cost decreases in accordance with the repatriation of
activities to the Agency.

Other operating expenses consist of information and publication, expert

meetings, translation costs, studies and operational missions.
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1.3.20 Non-operating revenue (expenses)

Bank interests
Non operating revenue

Bank charges
Exchange differences
Other financial charges
Non operating expenses

Net non operating

31 December

31 December

2007 20086

605 263

605 2683

8 7

4 4

4 8

17 18

588 243

Bank interests are fully related to balances remaining open on current

cash account.

Other financial charges include the late payment fees charged by

suppliers,

1.3.21 Contingent liabilities

* No action or legal dispute is being brought against the Agency at 31

December 2007;

+ Operating lease commitments

Amounts still to be paid at 31 December under operating lease for the

Cologne office amounts to 41.632 K€ (46.705 at 31 December 2006):;

» The budgetary RAL is an amount representing the open commitments,

for which accrued charges 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:
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| 2007 l 2006 |

Gross amount 34.7486 19.252
Accrued charges -14.751 -16.443
Toftal 19.995 2.809
Effect the of adjustment of Certification assigned 14.623 0
revenue
Total 5.372 2.309

o T ————————

* 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 of 28 September 2007, the Commission notified that the
Agency should take no insurances for its non-contractual liability and
that any possible damage caused by the Agency is entirely covered by

the Community budget.

1.3.22 Related party disclosure

Highest grade description Grade Number of persons of

this grade
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1.3.23 Events after 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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2 REPORTS ON_ IMPLEMENTATION OF _THE
BUDGET

2.1 BUDGET OUTTURN

2007 2006
REVENUE
Cemmission subsidy (for the operating budget -Titles 1,2 and 3 - of the 26.530.000,00 31454.376,73
agency) +
P hare funds from Commission +
Other contributions and furding received via the Commission + 1.402.157,26 453,200,00]
Other donors + 325.573,54 1.200.066,36
Fee income + 55.832.141,37 33.236.248,70
Qther revenue + 1.190.755,18 487.776,98
TOTAL REVENUE (a 85.280.627,35 66.831.669,77
EXPENDITURE
Title I:Staff .
Paymenis - 32,177.983,88 23.714,736,12
Appropriations carried over - 934,511,34 286.443 44
Title Il: Administrative Expenses
Payments - 8.271.507,36 4.874,9%3,68
A pprapriations carried over - 1.585,502,80 2.584. 787,01
Titte Ill: Operating Expenditure
Payments - 10.085,361,23 14.124.083,87,
Appropriations carried over - 32.215.360,78 16.480.737,85
TOTAL EXPENDITURE (b) 85.280.627,35 62.066.681,97
OUTTURN FOR THE FINANCIAL YEAR {a-b 0,00 4.764.987,80
Cancellation of unused payment appropriations carried aver from previous yearf + 2.267.553,48 292.346,67
A diustment for camry-over from the previous year of appropriations available at 99.970.23
31.12 arising from assigned revenue + T
Exchange differences for the year (gain +loss -) +/- -4.307,32 -4.132,01
BALANCE OF THE QUTTURN ACCOUNT FOR THE FINANCIAL YEAR 2.363.216,37, 5.053.202,46
Batance year N-1 +Ha 5.053.202,46
Positive balance from year N-1 reimbursedin year N to the Commission - -5.053,202,46
Result used for determining amounts in general accounting 2.363.216,37 5.053.202,46
Commission subsidy - agency registers accrued revenue and
Commission accrued expense 24.166.783,63
Pre-financing remaining open to be reimbursad by agency to
Commission in year N+1 2.363.216,37
Not included in the budget outtum:
Interest received by 31/12/N on the Commissian subsidy funds and to be
reimbursed fo the Commission {liability) + 278.512,91 133.400,95
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2.2 BUDGET IMPLEMENTATION

1 2007 l 2006 |
TITLE I - Staff expenses

Payments Commitment Payments Commitment
Budget appropriation - CI+ROHC4(1) 33.649.972.35 33.649.972.35 25.330.500,00 25.330.500,00
Committed 33.111.696,39 24.001.179,56
Paid 32.177.983,86 23.714.736,12
Automatic carryovers 934.511,34 286.443,44
Total expenditure/commitment (2) 33.112.495,20 33.111.696,39 24.001.179,56 24.001.179,56
Appropriations carried over from assigned revenue (3) 798,81
Cancelled 337.477,15 33747713 1.329.320,44 1.326.320,44
% wsed on budget appropriation (1}-(2+3) 98,40% 98,40% 94,75% 94,75%
TITLE II- Administrative expenses
Budget appropriation - CHROHC4(1) 10.122.122,29 10.122.122,29 8.071.500,00 8.071.500,00
Committed 9.867.410,16 7.459.780,69
Paid 8.271.507,36 4,874.993,68
Automatic carryovers 1.595.902,80 2.584.787,01
Total expenditure/commitment (2} 9.867.410,16 9.867.410,16 7.459.780,69 7.459.780,69
Cancelled 254.712,13 254.712,13 611.719,31 611.719,31
% used on budget appropriation (1)-(2) 97.48% 97.48% 92,42% 9242%
TYTLE I - Operating expenses
Budget appropriation - CHROH+C4+C5(1) 42.911.904,23 42.911.904,23 32.360.970,23 33.061.000,00
Committed 27.284.233,27 28.844.513,33
Paid 10.085.361,23 14.124.983.87
Automatic carryovers 32.215.360,76 16.480.737,85
Non-autematic carryovers
Total expenditure/commitment (2} 42.300.721,99 27.284.233,27 30.605.721,72 28.844,513,33
Appropriations carried over from assigned revenue (3) 15.016.488,72
Cancelled 611.182,24 611.182,24 1.755.248,51 4.216.486,67
% used on budget appropriation (1)-(2+3) 98,58% 98,58% 94,58% 87,25%
Budget appropriation - CIHROHC4+C5(1) 86.683.998.87 86.683.998,87 65.762.970,23 66.463.000,00
Committed 70.263.339,82 60.305.473,58
Paid 50.534.852,45 42.714.713,67
Automatic camryovers 34.745.774,90 19.351.968,30
Non-automatic carryovers 0,00 0,00
Total expenditure/commitment (2) 85.280.627,35 70.263.339,82 62.066.681,97 60.305.473,58
Appropriations carried over from assigned revenue (3} 15.017.287,53
Cancelled 1.403.371,52 1.403.371,52 3.696.288.26 6.157.526,42
% used on budget appropriation (1)-(243) 98,38% 98,38% 94,38% 90.74%
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2.3 MAJOR ASPECTS OF THE IMPLEMENTATION OF THE
BUDGET

In 2007, the Agency has used only non-differentiated appropriations.

The total commitment appropriations reached 85.280 K€ (66.463 KE in
2006), out of which 70.263 K& (60.305 KE in 2006) have been committed
and 15.017 K& on appropriation from assigned revenue have been

automatically carried over as per Article 10 of EASA Financial Regulation.

The total of available payment appropriations reached 85.280 K€ (65.763
KE in 2006), of which 50.535 K€ (42.714 K€ in 2006) have been
paid, 34.745 KE (19.352 K€ in 2006) have been carried over (19.728 KE
on Commitments and 15.017 K& on appropriation from assigned revenue)

and 1.403 K€ (3.696 K&) have been cancelled.

The appropriations from assigned revenue of 15.017 K€, which were
carried over automatically, are composed of 14.865 KE external assigned
revenue from Fees and Charges and of 152 K€ from internal assigned

revenue,

Appropriations corresponding to earmarked revenues of 500 K€ for
assisting in the Community Programme CARDs were authorised in the
Second Amending Budget 2007. Finally these assigned revenues were not
inscribed in the budget since the respective funds were not cashed before

31.12.2007. According to the Financial Regulation assigned revenues give
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rise to commitment and payment appropriations only after having received

the funds.

2.4 RECONCILIATION OF THE BUDGET OUTTURN VERSUS
THE NET RESULT

In order to reconcile the budget outturn result to the net resuit 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% of 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 31% of December. In accrual accounting
revenue is measured at the fair value of the consideration received or

receivable (see accounting policy).
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31 December

31 December

2007 2006

Budget outturn (a) 2.363 5.053
Adjustments
Part of the subsidy to reimburse to EC (2.363) (5.053)
Accrual accounting adjstment for capitalisation {105) 457
Accrual accounting adjstment for expenses 17.987 2.991
Accrual accounting adjustment for revenues {18.895) 1.798
Accrual accounting adjustment for difference
between issued and cashed invoices 7.271 347
Total adjusiments (b) 3.895 540

Net result (a + b) 6.258 5.593

Accrual adjustment of 17.987 K€ for expenses represents the
excess of budgetary carry forward over accounting accrued
expenses. This amount, for the first time in 2007, includes 14.865
KE of appropriation in respect of assigned revenue from fees and

charges which is not recognized as expense in accrual accounting.

The significant variance from 2006 to 2007 in accrual accounting
adjustment for revenue is a consequence of the change in invoicing
procedure prescribed by regulation (EC) N° 593/2007, where fees
are invoiced upfront and not at the end of the services periods, as in
the previous regulation. Revenue invoiced in 2007 has been

deferred accordingly for accruing in 2008.

Accrual accounting adjustment for difference between issued and
cashed invoices is the consequence of the budget-based rule where
revenue is recognized when cash is received, irrespective of the date

of issue of invoices.
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