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 INTERNATIONAL CIVIL AVIATION ORGANIZATION 
 
PART I: REPORT OF THE SECRETARY GENERAL, CERTIFICATION, APPROBATION AND 
SUBMISSION OF THE FINANCIAL STATEMENTS FOR THE YEAR 2005 
 
 
 
1.  The financial statements of the International Civil Aviation Organization for the year ended 
31 December 2005 reflect the results of operations of ICAO and the financial performance of projects and 
activities managed by ICAO on behalf of third parties.  The format and presentation of this report and the 
accompanying financial statements have changed significantly as compared to previous years.  The Funds 
reported in the financial statements have been grouped differently to distinguish between those used for 
ICAO’s operational activities and those that are administered on behalf of third parties.  Some information 
that was previously presented in the accompanying working paper to the Assembly and in Schedules to the 
financial statements are presented in Annexes in Part IV.  Significant changes are planned in the future as the 
United Nations organizations move towards the adoption of the International Public Sector Accounting 
Standards (IPSAS). 
 
2.  The magnitude of ICAO’s financial operations, in terms of expenditures incurred, is indicated 
below against each Fund or group of Funds, and a summary is provided in Figure 1.  Summary information 
relating to income, expenditures, assets and liabilities on the main ICAO Funds and the combined total of all 
Funds are shown in Statements I and II.  Statement IV presents appropriations and expenditure by major 
programmes for the Regular Programme General Fund.  Statements III and V reflect the movement in cash 
flow and surplus for all Fund groups.  The report also provides highlights of ICAO’s financial activities in 
2005.  All amounts in this report, the financial statements and Notes to the financial statements, are reported 
in thousands of United States dollars unless otherwise specified. 

 
          Total Expenditure  
excluding administrative overhead 
(in thousands of United States dollars)    
        2005              2004    _    

The expenditure relating to ICAO Funds comprises: 
 
1) Regular Programme Funds appropriated by the Assembly 
or by the Council; 60 458 60 444 

 
2) Other Proprietary Funds, including Aviation Security  
Plan of Action, Special Accounts for revenue-generating and  
cost recovery activities, and other Funds/Special Accounts; 14 118 12 273 
 
3) The Technical Cooperation Programme comprises: 
  
 a) Trust Funds and Management Service Agreements 

Funds provided by various contributors for technical 
co-operation projects executed by ICAO; 63 565 53 355 

 
 b) Civil Aviation Purchasing Service Funds provided by various 

contributors for civil aviation purchases on their behalf; 7 141 15 513 
 
 c) United Nations Development Programme 

Funds, mainly contributed by governments to   
UNDP under cost-sharing arrangements; and 5 181 9 739 

 
 d) ICAO Objectives Implementation Mechanism; and  140 112 

 
4) ICAO maintains funds for the activities managed or administered on behalf 
of third parties, including Joint Financing Agreements, Preparatory Commission 
of the International Registry, the International Financial Facility 
for Aviation Security Fund and the Public Key Directory. 35 064 * 33 504 

 
Total 185 667 184 940 

                                                           
* Excludes grants from IFFAS given to Trust Funds and Management Service Agreements 
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3.  A comparison of overall expenditures, in millions of United States dollars, for all ICAO 
activities during the last two years is provided in the figures below. 
 
 FIGURE 1: TOTAL EXPENDITURES - ALL FUND GROUPS 

FIGURE 2: TECHNICAL CO-OPERATION PROGRAMME FUNDS 

 FIGURE 3: SUMMARY OF ICAO PROPRIETARY FUNDS 
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4. REGULAR PROGRAMME 
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4.1.6 As a result of the increases and transfers outlined above, the final approved appropriation for 
the year amounted to $ 60 707. 
 
4.2 Income 
 
4.2.1 The appropriations for the year 2005 approved by the 35th Session of the Assembly were to 
be financed by assessments on Contracting States of $ 58 507, miscellaneous income of $ 5 162  and by a 
transfer from the Incentive Scheme for Long-Outstanding Arrears Account of $1 000 for a total of $ 64 669. 
 
4.2.2 Assessments.  During the year 2005 assessments totalling $ 56 847 were received and a 
balance of $ 1 669 remained outstanding at the year end against the current year’s assessments.  At the 
beginning of the year, $ 12 790 was receivable from States in respect of 2004 and prior years; payment of 
$ 1 929 was received, leaving a balance outstanding of $ 10 861.  The assessments receivable for all years 
totalled $ 12 530 as at 31 December 2005.  Details are provided in Schedule A.  The percentage of receipts of 
contributions for the last four years in relation to the amount assessed was in excess of 95 per cent.  Figure 4 
shows the status of the assessed contributions receivable at the end of each year since 1999. 
 

FIGURE 4 
ASSESSMENTS RECEIVABLE FROM CONTRACTING STATES 

AS AT 31 DECEMBER  
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4.2.3  Of the total outstanding contributions of $ 12 530 as at 31 December 2005, $ 45 pertained to 
States represented on the Council. 
 
  

 
Number 
of States 

2005 

Amount 
outstanding as 

 at 31 December 
2005  

 
 

Number 
of States 

2004 

Amount 
outstanding as 

 at 31 December 
2004 

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

 
34

 
$   6 719

 
37 

 
$    7 071

Group B:  States with contributions in 
arrears of three full years or more that 
have not concluded agreements with the 
Council to liquidate their arrears 
 

 
 

8

 
 

$    4 104

 
 

8 

 
 

$    3 919

Group C:  States with contributions in 
arrears for less than three full years 
 

 
10

 
$      616

 
8 

 
$      414





 I - 7 
 
 
 
4.6 Surplus 
 
4.6.1 The total cumulative surplus, as at 31 December 2005, as reflected in Statement V, amounted 
to $ 16 264, as compared to $ 15 773 in 2004.  This is comprised of assessments receivable from 
Contracting States of $ 12 530 and cash surplus of $ 3 734 as at 31 December 2005 ($2 983 as at 
31 December 2004).  A reduction in the assessments receivable by $ 259 in 2005 as compared to 2004 as 
presented in Statement III, and budget savings of approximately $ 249 (Statement IV), contributed largely to 
the increased cash surplus position of 2005. 
 
4.7 Cash Balances 
 
4.7.1 The cash balance held in the General Fund as at 31 December 2005 amounted to $ 22 609 
(including the balance in the Working Capital Fund) and is reflected in Statement II.  The Council did not 
change the level of the Working Capital Fund during the triennium under the authority granted by the 
Assembly under Assembly Resolution A35-28. 
 
4.8  Forward Purchase of Currency 
 
4.8.1  ICAO’s budget appropriations and the assessed contributions of Contracting States to finance 
the appropriations are approved in United States dollars, but a large proportion of expenditure is either 
incurred in, or impacted by, Canadian dollars and Euros.  The budget and the assessed contributions for the 
2005 to 2007 triennium were established at a rate of CAD$ 1.32 to US$ 1.00.  In order to minimize risks and 
insulate the budget against the consequence of potential exchange rate fluctuations, Canadian dollars as well 
as EUROs, were forward purchased with the approval of the Council. 
 
 
5. OTHER ICAO PROPRIETARY FUNDS 
 
5.1  Administrative Operational Services Cost Fund (AOSC Fund) 
 
5.1.1  The AOSC Fund is utilized to meet the costs of administration and operations of the 
Technical Cooperation 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 
Annex C and the budgetary comparison is presented in the following table: 
 

FIGURE 5 
TABLE OF TECHNICAL CO-OPERATION ADMINISTRATIVE AND 
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5.1.2 As indicated in Figure 5, the Assembly approved the Indicative Budget Estimates 
(expenditure) of the AOSC Fund amounting to $ 6 299 for the financial year 2005 and estimated income for 
the year of $ 6 075.  During the year, pursuant to Financial Regulation 9.5, the Secretary General submitted to 
the Council an update of the 2005 Budget Estimates (expenditure) for 2005 in C-WP/12510.  The revised 
estimated expenditures for 2005 amounted to $7 124 and the estimated income to $ 7 262. 
 
5.1.3   Total expenditures for the Technical Co-operation Programme (TCP) in 2005 amounted to 
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PART III:  FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005 
 



          Sub-total
ICAO Other Trust Funds
Funds Eliminations



ST
A

T
E

M
E

N
T

 II

Technical Co-operation  
Sub-total Programme 

ICAO Funds
Funds Eliminations Total

Note 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004* 2005 2004 2005 2004*

  ASSETS
    Cash and term deposits 4  22 609  18 521  20 868  22 318  43 477  40 839  94 712  76 789  7 530  4 920  145 719  122 548
    Accounts receivable:
        Assessed contributions receivable from Contracting States (Schedule A) 5  12 541  12 800  12 541  12 800  12 541  12 800
        Inter-fund balances  1 298   804  3 871  1 513  5 169  2 317  6 381  7 432   39   101 ( 11 589) ( 9 850)
        Receivables and advances 6  3 481  4 430  1 761   741  5 242  5 171  3 129  2 561  7 712  8 362  16 083  16 094
        Recoverable from Regional Bodies : AFCAC and LACAC 7  1 110  1 418  1 110  1 418    1 110  1 418
    Other assets   112   53  1 313  1 542  1 425  1 595  1 425  1 595
    Derivative asset 9  10 609  10 976  10 609  10 976  10 609  10 976
    Land and Buildings, at cost  1 065  1 065  1 065  1 065  1 065  1 065

  TOTAL ASSETS  52 825  50 067  27 813  26 114  80 638  76 181  104 222  86 782  15 281  13 383 ( 11 589) ( 9 850)  188 552  166 496

  LIABILITIES
    Contributions received in advance  (Schedule A )  3 477  2 995  3 477  2 995  3 477  2 995
    Unliquidated  obligations  1 352  2 054   273   690  1 625  2 744  29 125  23 945   3  30 753  26 689
    Accounts payable  4 677  2 971   982   305  5 659  3 276  21 541  33 664   74   60  27 274  37 000
    Due to Regional Bodies : ECAC 7   950  1 026   950  1 026   950  1 026
    Inter-fund balances  2 027  5 225  2 866  1 513  4 893  6 738  6 337  2 905   359   207 ( 11 589) ( 9 850)
    Credits to contracting\servicing Governments  (Schedule D)    2 661  4 051  2 661  4 051
    Other credit balances and provisions   41   28   41   28  1 313  1 542    1 354  1 570

 TOTAL LIABILITIES  12 483  14 271  4 162  2 536  16 645  16 807  58 316  62 056  3 097  4 318 ( 11 589) ( 9 850)  66 469  73 331

  BALANCE OF FUNDS
    Represented by:
        Contributed capital relating to land and buildings  1 065  1 065  1 065  1 065  1 065  1 065
        Appropriations carried forward (Statement IV)  6 400  1 978  6 400  1 978  6 400  1 978
        Cumulative Surplus (Statement V)  16 264  15 773  21 308  19 775  37 572  35 548  45 906  24 726  11 872  8 728  95 350  69 002
        Working Capital Fund   6 004  6 004  6 004  6 004  6 004  6 004
        Reserved Surplus  9  10 609  10 976  2 343  3 803  12 952  14 779   312   337  13 264  15 116

  TOTAL BALANCE OF FUNDS  40 342  35 796  23 651  23 578  63 993  59 374  45 906  24 726  12 184  9 065  122 083  93 165

  TOTAL LIABILITIES AND BALANCE OF FUNDS  52 825  50 067  27 813  26 114  80 638  76 181  104 222  86 782  15 281  13 383 ( 11 589) ( 9 850)  188 552  166 496

 The accompanying notes and schedules are an integral part of the financial statements.

* Restated - refer to Note 3  

Other ICAO

(Refer to Schedule B)

  Regular Programme
         General Fund

and Working
Capital Fund

Proprietary
Funds

INTERNATIONAL CIVIL AVIATION ORGANIZATION

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
AS AT 31 DECEMBER 2005

(expressed in thousands of United States dollars)

III-2

Funds
(Refer to Schedule C)

Other Trust 

(Refer to Schedules D and E)



Regular Programme
General Fund Sub-total Technical Co-operation
and Working ICAO Programme 
Capital Fund Funds Total

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004* 2005 2004*

 CASH FLOWS FROM OPERATING ACTIVITIES:
     Net excess (shortfall) of income over expenditure (Statement I)  4 364 ( 4 127)   445   475  4 809 ( 3 652)  25 143  17 882  3 119  1 110  33 071  15 340 
     (Increase) decrease in contributions receivable   259  1 834     259  1 834       259  1 834 
     (Increase) decrease in other accounts receivable  1 257 (  248) ( 1 020)   365   237   117 (  568)   154   650 ( 1 782)   319 ( 1 511)
     (Increase) decrease in other assets (  59)   54   229 ( 1 542)   170 ( 1 488)       170 ( 1 488)
     (Increase) decrease in inter-fund balances receivable (  494) (  139) ( 2 358)  2 229 ( 2 852)  2 090  1 051 (  293)   62   5 ( 1 739)  1 802 
     Increase (decrease) in contributions received in advance   482   979  (  14)   482   965       482   965 
     Increase (decrease) in unliquidated obligations (  702)   492 (  417)   319 ( 1 119)   811  5 180 ( 22 307)   3   4 064 ( 21 496)
     Increase (decrease) in accounts payable  1 630  1 092   677   58  2 307  1 150 ( 12 123)  5 926   14   16 ( 9 802)  7 092 
     Increase (decrease) in inter-fund balances payable ( 3 198)  2 928  1 353 (  703) ( 1 845)  2 225  3 432 ( 3 469)   152 (  558)  1 739 ( 1 802)
     Less : Interest income (  335) (  137) (  639) (  307) (  974) (  444) ( 3 208) ( 1 665) (  197) (  75) ( 4 379) ( 2 184)
     Other credit balances and provisions   13   8   13   8 (  229)  1 542 ( 1 390) (  819) ( 1 606)   731 
     (Increase) decrease in derivative asset   367 ( 10 976)     367 ( 10 976)       367 ( 10 976)
     Other adjustments to reserves and fund balances (  367)  10 976   (  367)  10 976     (  367)  10 976 

  

 NET CASH FLOWS FROM OPERATING ACTIVITIES  3 204  2 728 ( 1 717)   888  1 487  3 616  18 678 ( 2 230)  2 413 ( 2 103)  22 578 (  717)
  

 CASH FLOWS FROM INVESTING ACTIVITIES:   
     Interest income   335   137   639   307   974   444  3 208  1 665   197   75  4 379  2 184 

 NET CASH FLOWS FROM INVESTING ACTIVITIES   335   137   639   307   974   444  3 208  1 665   197   75  4 379  2 184 
  

 CASH FLOWS FROM FINANCING ACTIVITIES:   
     Savings on or cancellation of prior periods' obligations   172   250   16   63   188   313       188   313 
     Transfers (to)/from other funds   377 (  914) (  377)   904  (  10)    10     
     Refund of contributions   (  11) (  308) (  11) (  308) ( 3 963) ( 4 260)   ( 3 974) ( 4 568)

 NET CASH FLOWS FROM FINANCING ACTIVITIES   549 (  664) (  372)   659   177 (  5) ( 3 963) ( 4 250)   ( 3 786) ( 4 255)





 

Regular Programme
General Fund Sub-total
and Working ICAO
Capital Fund      (Refer Schedule B) Funds (Refer Schedule C)      (Refer Schedules D and E) Total

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004* 2005 2004*

CUMULATIVE SURPLUS

Cumulative Surplus, Beginning of year  15 773  14 389  19 775  21 389  35 548  35 778  24 726  11 094  8 728  2 858  69 002  49 730
   Changes in accounting policy      5 097  5 097
Restated Cumulative Surplus  15 773  14 389  19 775  21 389  35 548  35 778  24 726  11 094  8 728  7 955  69 002  54 827

Excess (shortfall) of Income over Expenditure  4 364 ( 4 127)   445   475  4 809 ( 3 652)  25 143  17 882  3 119  1 110  33 071  15 340

Transactions not recognized in Statement of Income /Expenditure
             
        Adjustment of prior year's expenditure   28 (  74)   16   63   44 (  11)   44 (  11)
        Write-offs (  74) (  5) (  74) (  5) (  74) (  5)
        Cancellation of prior year's unliquidated obligations   218   329   218   329   218   329
        Appropriations carried over from prior year  1 978  2 524  1 978  2 524  1 978  2 524
        Appropriations carried over to following year ( 6 400) ( 1 978) ( 6 400) ( 1 978) ( 6 400) ( 1 978)
        Refund of contributions (  11) (  308) (  11) (  308) ( 3 963) ( 4 260) ( 3 974) ( 4 568)
        Transfers to/(from) other funds   377 (  914) (  377)   904 (  10)   10
        Transfers to/(from) reserved surplus:

Reserved from/to AOSC / Joint Financing ( 2 000) ( 2 000)   25 (  337)   25 ( 2 337)
Reserved Cash Surplus  5 629  5 629  5 629

 To and from Incentive Scheme Reserved Surplus   1 460 (  748)  1 460 (  748)  1 460 (  748)

Cumulative Surplus at end of year  16 264  15 773  21 308  19 775  37 572  35 548  45 906  24 726  11 872  8 728  95 350  69 002

RESERVED SURPLUS                    

Reserved in Regular Programme for Derivative Asset
Beginning balance  10 976  10 976  10 976
Transfers to/(from) Regular Programme (  367)  10 976 (  367)  10 976 (  367)  10 976
Balance end of year  10 609  10 976  10 609  10 976  10 609  10 976

Reserved Regular Programme Cash Surplus (A33-23)
Beginning balance  5 629  5 629  5 629
Allocated to Universal Safety Oversight Programme ( 2 062) ( 2 062) ( 2 062)
Utilized to minimize assessments for the year ( 3 567) ( 3 567) ( 3 567)
Balance end of year

Reserved AOSC / Joint Financing Funds Surplus
Beginning balance  2 000  2 000   337  2 337
Transferred to/from reserve  2 000  2 000 (  25)   337 (  25)  2 337
Balance end of year  2 000  2 000  2 000  2 000   312   337  2 312  2 337

Regular Programme Appropriations Carried Forward
Beginning balance  1 978  2 524  1 978  2 524  1 978  2 524
Transferred to Regular Programme for current year ( 1 978) ( 2 524) ( 1 978) ( 2 524) ( 1 978) ( 2 524)
Appropriations carried forward to future year  6 400  1 978  6 400  1 978  6 400  1 978
Balance end of year  6 400  1 978  6 400  1 978  6 400  1 978

Reserved in Incentive Scheme for Long-Outstanding Arrears  
Beginning balance  1 803  1 055  1 803  1 055  1 803  1 055
Transferred to/from reserve (note 8)  ( 1 000)  1 279 ( 1 000)  1 279 ( 1 000)  1 279
Expenditures (  460) (  531) (  460) (  531) (  460) (  531)
Balance end of year   343  1 803   343  1 803   343  1 803

Reserved Surplus at end of year  17 009  12 954  2 343  3 803  19 352  16 757   312   337  19 664  17 094

Contributed capital relating to land and buildings  1 065  1 065  1 065  1 065  1 065  1 065
Working Capital Fund  6 004  6 004  6 004  6 004  6 004  6 004

  TOTAL BALANCE OF FUNDS  40 342  35 796  23 651  23 578  63 993  59 374  45 906  24 726  12 184  9 065  122 083  93 165

      

 The accompanying notes and schedules are an integral part of the financial statements.   

* Restated - refer Note 3

Other ICAO Technical Co-operation
Programme 

Funds
Proprietary

Funds

INTERNATIONAL CIVIL AVIATION ORGANIZATION

STATEMENT OF CUMULATIVE SURPLUS
AS AT 31 DECEMBER 2005

(expressed in thousands of United States dollars)
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Schedule A III-6

INTERNATIONAL CIVIL AVIATION ORGANIZATION

REGULAR PROGRAMME
ASSESSMENTS RECEIVABLE FROM CONTRACTING STATES

AND CONTRIBUTIONS RECEIVED IN ADVANCE
AS AT 31 DECEMBER 2005

(in thousands of United States dollars)

General Fund

 Contracting States                                       
Assembly Resolutions A35-24 and A35-22A

Scales 
2005

Assessments
2005

Contributions 
Received for 

2005

Balance of 
Assessments 

Receivable for 
2005

Balance of Prior 
Years' 

Assessments 
Receivable

Balance of 
Advances due to

the Working 
Capital Fund

Total Balances 
Receivable

Contributions 
Received in 

Advance

AFGHANISTAN 0.06   35   35   27   62
ALBANIA 0.06   35   35
ALGERIA 0.07   41   41
ANDORRA 0.06   35   35
ANGOLA 0.06   35   35

ANTIGUA AND BARBUDA 0.06   35   35   437   1   473
ARGENTINA 0.72   421   421
ARMENIA 0.06   35   35   35
AUSTRALIA 1.63   954   954   973
AUSTRIA 0.72   421   421

AZERBAIJAN 0.06   35   35
BAHAMAS 0.06   35   35   16
BAHRAIN 0.06   35   35
BANGLADESH 0.08   47   47
BARBADOS 0.06   35   35

BELARUS   (*) 0.06   35   35   94   129
BELGIUM 0.82   480   480
BELIZE 0.06   35   35
BENIN   (*) 0.06   35   35   152   152
BHUTAN 0.06   35   35

BOLIVIA 0.06   35   35
BOSNIA AND HERZEGOVINA 0.06   35   35
BOTSWANA 0.06   35   35
BRAZIL 1.38   808   808
BRUNEI DARUSSALAM 0.06   35   35   35

BULGARIA 0.06   35   35
BURKINA FASO 0.06   35   35   158   158
BURUNDI 0.06   35   35   20   20
CAMBODIA 0.06   35   35   228   263
CAMEROON 0.06   35   35

CANADA 2.46  1 439  1 439  1 504
CAPE VERDE 0.06   35   35   25   60
CENTRAL AFRICAN REPUBLIC   (*) 0.06   35   35   321   321
CHAD 0.06   35   35   257   257
CHILE 0.30   176   176

CHINA 1.67   977   977
COLOMBIA 0.23   135   135
COMOROS 0.06   35   35   463   463
CONGO   (*) 0.06   35   35   364   364
COOK ISLANDS 0.06   35   35   111   111   43

COSTA RICA 0.06   35   35
COTE D'IVOIRE   (*) 0.06   35   35   122   122
CROATIA 0.06   35   35
CUBA 0.06   35   34   1   1
CYPRUS 0.06   35   35

CZECH REPUBLIC 0.16   94   94
DEMOCRATIC PEOPLE'S REPUBLIC OF KOREA 0.06   35   35
DEMOCRATIC REPUBLIC OF THE CONGO 0.06   35   35   280   315
DENMARK 0.56   328   328
DJIBOUTI 0.06   35   35   490   1   526

DOMINICAN REPUBLIC 0.06   35   35
ECUADOR 0.06   35   35
EGYPT 0.19   111   111
EL SALVADOR   (*) 0.06   35   35   164   199
EQUATORIAL GUINEA 0.06   35   35

ERITREA 0.06   35   35
ESTONIA 0.06   35   35
ETHIOPIA 0.06   35   35
FIJI 0.06   35   35
FINLAND 0.45   264   264

FRANCE 5.12  2 996  2 996
GABON 0.06   35   35   95   95
GAMBIA 0.06   35   29   6   272   278
GEORGIA 0.06   35   35   372   4   411
GERMANY 7.14  4 178  4 178
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Schedule A III-8
(continued)

INTERNATIONAL CIVIL AVIATION ORGANIZATION

REGULAR PROGRAMME
ASSESSMENTS RECEIVABLE FROM CONTRACTING STATES

AND CONTRIBUTIONS RECEIVED IN ADVANCE
AS AT 31 DECEMBER 2005

(in thousands of United States dollars)

General Fund

 Contracting States                                       
Assembly Resolutions A35-24 and A35-22A

Scales 
2005

Assessments
2005

Contributions 
Received for 

2005

Balance o

l
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Revenue Generating Aviation Universal Safety Funds for Support
and Cost Recovery Security Plan Oversight Audit of Technical TOTAL

Special Accounts/Funds of Action Programme Co-operation Others 
(Refer Annex A) (Refer Annex B) Fund (Refer Annex C) (Refer Annex D) 2005 2004

INCOME AND EXPENDITURE

     INCOME

          Contributions  35 3 432  135 111 3 713 3 381
          Earmarked Contributions 956 149 1 105 1 206
          Other Income
                   Administrative fee revenue 6 196 6 196 5 940
                   Interest income  46 285 3  142 163  639  307
                   Revenue-generating and cost recovery  activities 1 903 1 903 1 164
                   Miscellaneous  2 194  815 1 011  758

TOTAL INCOME 1 986 4 867  138 7 153   423 14 567 12 756

     EXPENDITURE

          Salaries and common staff costs  905 3451 140 6 276 434 11 206 9 026
          General operating expenses  349  261 266  876  351
          Travel  40 1462  208 52 1 762 1 790
          Equipment  16 20 26  62  428
          Administrative overhead charges 4  4  8
          Other  63 119   28 2 212 678

TOTAL EXPENDITURE 1 373 5 052  140 6 773   784 14 122 12 281

NET EXCESS (SHORTFALL) OF INCOME 
         OVER EXPENDITURE   613 (  185) (  2)   380 (  361)   445   475

BALANCE OF FUNDS
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SCHEDULE C.1.1 III-12

INTERNATIONAL  CIVIL  AVIATION  ORGANIZATION

UNITED  NATIONS  DEVELOPMENT  PROGRAMME
EXPENDITURE  BY  COUNTRY  AND  REGION

FOR  THE  PERIOD ENDING  31  DECEMBER  2005

COUNTRY 

Botswana (41)                       
Colombia 1                         
Ecuador 1 433

Equatorial Guinea 423                      
Ethiopia (1)                        
Indonesia 15                       

Lebanon (5)                        
Peru (2)                        
Somalia 3 187

             Country Total 5 010

REGION
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INTERNATIONAL CIVIL AVIATION ORGANIZATION

TRUST FUNDS AND MANAGEMENT SERVICE AGREEMENTS
SCHEDULE OF INCOME, EXPENDITURE AND FUND BALANCES

FOR THE PERIOD ENDING  31 DECEMBER 2005

(in thousands of United States dollars)



SCHEDULE C.2 III-14
 (continued)

INTERNATIONAL CIVIL AVIATION ORGANIZATION

TRUST FUNDS AND MANAGEMENT SERVICE AGREEMENTS
SCHEDULE OF INCOME, EXPENDITURE AND FUND BALANCES

FOR THE PERIOD ENDING  31 DECEMBER 2005

(in thousands of United States dollars)

Income Expenditure Transfer
Balance Interest from or Refund Balance

as at and Other Project Administrative to Other of as at
Fund 01.01.2005 Contributions Income Costs Overhead Funds Contributions 31.12.2005

NIGERIA (FAAN) MSA *   183   6   189
NIGERIA (NAMA) MSA *   77   60   1   99   13   26
NIGERIA (NCAT)   14 (  14)  
NORWAY (ASSOCIATE EXPERTS SCHEME)   27 (  27)  
OMAN   88   540   10   428   41   169
PANAMA  1 603  22 711   493  19 952   701  4 154
PANAMA  MSA*   45   64   11   1   97
PANAMA (DGAC) MSA *   123   460   3   351   30   205
PERU  MSA*  1 269  5 227  4 586   375  1 535
PHILIPPINES   78   701   7 (  1) (  95)   692
PHILIPPINES  MSA *   16 (  3) (  1) (  20)  
PHILIPPINES  (TRAINAIR) MSA *   32   2   1   33
QATAR  MSA*   131   131
REGIONAL   (AFRICA) MSA*   343   465   19   188   20   29   648
REGIONAL (AIRBUS)  MSA*   61   1   39   4   19
REGIONAL  (ASIA)  MSA*   32   33   3   91   6   108   79
REGIONAL (ASIA)   326   414   13   212   21   520
REGIONAL (BOEING)   71   2   54   6   13
REGIONAL (BOEING)  MSA*   94   50   5   46   4   99
REGIONAL   (CAFAC) MSA*   676   20   157   20   519
REGIONAL   (CASP-ASIA/PACIFIC)   129   101   6   80   8   91   239
REGIONAL  (DPKO)   41   1 (  2) (  1) (  45)  
REGIONAL (EC GRANT)  MSA*   118   118
REGIONAL  (EGNOS)   65   523   15   18   1   584
REGIONAL (LATIN AMERICA)   970   523   29   759   76   687
REGIONAL (REDDIG)   407   619   10   499   36   501
REGIONAL (SOUTH ASIA) (COSCAP)   561   464   24   318   42 (  42)   647
REGIONAL (SOUTH EAST ASIA) (COSCAP)   272   240   14   168   22   79   415
REGIONAL (WFP) MSA *   30   1 (  29)  
REPULIC OF KOREA (CAB)   15   9   1   5
ROMANIA  MSA*   40   2   3   39
SAUDI ARABIA (GCCC)   292  1 590   24  1 547   225
SAUDI ARABIA  MSA *  4 914  3 642   542  2 836   284 ( 1 547) (  26)  4 405
SINGAPORE   136   194   5   162   16   157
SOMALIA  2 208  3 859   111 ( 2 000)  4 178
SRI LANKA   145   3   1 (  69) (  41)   37
SUDAN MSA*   34   1   35
SYRIAN ARAB REP. (AL-MEZZAH AIRPORT) MSA *   12   1 (  2)   15
SYRIAN ARAB REPUBLIC (DGCA) MSA *   110   4 (  2)   116
THAILAND (MTC)   29   1   11   1   18
THAILAND  MSA*  3 284  2 172   68  2 503   250 (  227)  2 544
THAILAND (THAI AIRWAYS )  MSA*   15 (  15)  
UNITED ARAB EMIRATES  MSA *   205   147   9   281   28   52
UNITED REPUBLIC OF TANZANIA  MSA*   210   4   127   12   75
UNMIK-KOSOVO  MSA*   773   964   25   791   79   892
VENEZUELA MSA* ( 1 512)  1 766   5  1 537 (  30) ( 1 308)
VIETNAM   13   13
VIETNAM MSA *   13   1   10   1   3
YEMEN   15   4 (  11)  
LUMP-SUM CONTRACTS   255   319   8   309   31 (  9) (  26)   207
OTHER MSA AND TRUST FUNDS **   147   15   4   24   1 (  7) (  11)   123

TOTAL

 33 376  81 848  4 568  63 565  5 602 (  3) ( 3 346)  47 276

  *   Management Service Agreements



III-15 SCHEDULE C.3

Refund Balance
of as at

Fund Contributions 31.12.2005

AFGHANISTAN   32   1   33

ALGERIA   10   9   1

BANGLADESH   211   2   6   219

BOLIVIA   3   843   3   822   25   2

BRAZIL



SCHEDULE D III-16

INTERNATIONAL  CIVIL  AVIATION  ORGANIZATIO

OTHER TRUST FUNDS MANAGED ON BEHALF OF THIRD PARTIES



( in thousands of Danish Kroner )

Balances
at beginning of period Balances at end of period

for 2005 received (Credits) 

BELGIUM (  171)   17  (  52) (  102) 
CANADA (  235)   170  (  65) 
CUBA (  5)   1  (  4) 
DENMARK (  4)   17    13  
EGYPT (  6)   4  (  2) 

FINLAND (  27)   6  (  21) 
FRANCE   149    149  
GERMANY   204    204  
GREECE (  38)   9  (  29) 
ICELAND (  12)   44    32  

IRELAND   38    38  
ITALY   58    58  
JAPAN (  44)   13  (  31) 
KUWAIT (  8)   5  (  3) 
NETHERLANDS   96    96  

NORWAY   12    12  
RUSSIAN FEDERATION (  103)   18  (  85) 
SINGAPORE (  40) (  40) 
SLOVAKIA
SPAIN (  25)   14  (  11) 

SWEDEN   19    19  
SWITZERLAND (  35)   70    35  
UNITED KINGDOM (  299)   384    85  
UNITED STATES  1 042   1 042  

( 1 012)  2 350    96   1 633  (  391) 

Equivalent in U.S. dollars (  185)   394    15    256  (  62) 

(Credits)

Transfer from (to)
Icelandic

Joint Financing 

INTERNATIONAL CIVIL AVIATION ORGANIZATION

SCHEDULE OF ASSESSMENTS, BALANCES RECEIVABLE AND CREDITS TO CONTRACTING GOVERNMENTS 
IN RESPECT OF DANISH JOINT FINANCING AGREEMENT

FOR THE PERIOD ENDING 31 DECEMBER 2005

SC
H

ED
U

LE  D
.1

Assessments

III-17

Agreement
Contributions



Balances at end of period
for 2005 (Credits) 

BELGIUM (  1)   10 (  9)
CANADA (  224)   13 (  211)
CUBA (  3) (  3)
DENMARK (  14)   2 (  12)
EGYPT (  5) (  5)

FINLAND (  19) (  19)
FRANCE (  87)   3   26 (  58)
GERMANY (  195)   1   35 (  159)
GREECE (  24)   1 (  23)
ICELAND (  50)   3   5 (  42)

IRELAND (  31)   3   7 (  21)
ITALY (  27)   4   10 (  13)
JAPAN (  24) (  24)
KUWAIT (  8) (  8)
NETHERLANDS   4   4

NORWAY (  13)   2 (  11)
RUSSIAN FEDERATION (  31)   1 (  30)
SINGAPORE (  13) (  13)
SLOVAKIA
SPAIN (  16)   3 (  13)

SWEDEN (  27)   1   3 (  23)
SWITZERLAND (  41)   9   6 (  26)
UNITED KINGDOM (  496)   9   14 (  473)
UNITED STATES ( 1 083)   43   179 (  861)

( 2 419)   95    4   280 ( 2 048)

(continued) 
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( in thousands of United States dollars )

Assessments Contributions
III-18

Agreement

Danish

(Credits)

Transfer to (from)

INTERNATIONAL CIVIL AVIATION ORGANIZATION

SCHEDULE OF ASSESSMENTS, BALANCES RECEIVABLE AND CREDITS TO CONTRACTING GOVERNMENTS
IN RESPECT OF ICELANDIC JOINT FINANCING AGREEMENT

FOR THE PERIOD ENDING 31 DECEMBER 2005

received

Balances
at beginning of period Joint Financing
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Other Trust Funds comprise funds for special activities managed by ICAO on behalf of third parties, including: 
 
 i) The 
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 iv) Sales of Publications 
 
  Income from sale of publications is recognized when cash is received. 
 
d)  Expenditure Recognition 
 
Expenditure includes the amounts for goods supplied and services rendered, as well as amounts of legal 
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g)  Employee End of Service and Post-retirement Benefits 
 
The Organization’s employees are entitled, under their conditions of employment, to payment for unused annual 
leave, as well as termination and repatriation benefits based on the number of years of service.  In addition, the 
Organization provides certain health care benefits to eligible retirees.  In accordance with United Nations 
common system practice, ICAO has not recognized in its financial accounts the liabilities for after-service health 
insurance costs or for other types of end-of-service payments payable to staff members when they leave the 
Organization.  Therefore, ICAO has not created any reserve to fund these liabilities.  Such expenses are budgeted 
for in the annual budget and the actual costs incurred in each financial period are reported as current year 
expenditure when staff members separate and payments become due. 
 
h)  Appropriations 
 
Appropriations carried over to the following year are presented in the reserved surplus. 
 
i)  Acquisitions of Non-Expendable Property 
 
The cost of non-expendable property, which includes furniture, vehicles, computers and other office equipment, 
is charged to expenditure in the year that the expenditure is incurred.  Non-expendable property is defined as any 
item having a cost of one thousand five hundred dollars or more and whose life expectancy is five years or 
longer.  Special Items that are considered sensitive with an original cost of five hundred dollars or more are also 
classified as non-expendable property irrespective of their serviceable life. 

 
 

3. CHANGE IN ACCOUNTING POLICY 
 
In 2005, ICAO changed its accounting policy for user charge income from cash to accrual accounting to result in 
a more appropriate presentation of the financial statements and to be in line with UNSAS.  The policy was 
retroactively applied to 2004 causing a restatement of the 2004 financial statements.  The impact on Statement I, 
Statement II and Statement V are presented below: 
 

Increase in:       2005     2004 
Income from User Charges      553        661 
Cumulative Surplus       553    5 097 
Accounts Receivable and Advances     553   5 758 

 
 
4. CASH AND TERM DEPOSITS 
 
As at 31 December 2005, the term deposits had an average interest rate of 4.26% (2.26% in 2004) and an average 
term maturity of 39 days (35 days in 2004). 
 
 
5. GENERAL FUND ASSESSED CONTRIBUTIONS RECEIVABLE FROM  
 CONTRACTING STATES 
 
The aging of assessed contributions receivable as at 31 December 2005 and 2004 is summarized as follows: 
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           Years               2005          2004 
 

 1982-99     $ 7 901 $ 8 620 
 2000      490 490 
 2001      517 538 
 2002      621 640 
 2003      655 866 
 2004           677        _ _    
 Total previous years 10 861 11 154 
 
 Current year      1 669   1 636 

 
 Total Assessed Contributions Receivable 12 530 12 790 
 
 Working Capital Advances Receivable        11          10 
 
 Total      $ 12 541  $ 12 800 
 
 
6. ACCOUNTS RECEIVABLE AND ADVANCES 
 
The balance of accounts receivable comprises: 
 
         2005   2004* 
    Employees    1 817   1 724 
    UN Agencies    3 178   2 789 
    User Charges    5 629   5 758 
    Others    5 459   5 823 
    Total   16 083 16 094 
 
* Restated – Refer to Note 3 
 
 
7. EXPENSES RECOVERABLE FROM AND DUE TO THE REGIONAL BODIES OF AFCAC, 
 ECAC AND LACAC 
 
ICAO provides secretariat services for the African Civil Aviation Commission (AFCAC), the European Civil 
Aviation Conference (ECAC) and the Latin American Civil Aviation Commission (LACAC).  The costs are met 
initially from the General Fund and the expenses are recoverable from the respective Regional Bodies. 
 
The net amounts recoverable from or due to the Regional Bodies for all transactions effected on their behalf by 
ICAO are shown below: 
 

                          RECOVERABLE FROM    DUE TO 
 

AFCAC LACAC      TOTAL  ECAC 
Balance due from (to) 
   at 31 December 2004  $ 1 384   $ 34     $ 1 418   $ (1 026) 

 
Add: Payments made  
   in 2005  228  150       378  3 086 

 
Less: Amounts 
   received in 2005  (524)  (162)     (686) (3 010) 
 
Balance due from (to) 
   at 31 December 2005       $ 1 088       $  22        $ 1 110  $ (950) 
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8. SURPLUS - Regular Programme 
 
In order to minimize the assessments on Contracting States, Assembly Resolution A35-22C(2) approved a 
transfer from the Incentive for Settlement of Arrears Account of an amount of $ 1 000 to finance part of the 
Regular Programme budget for the year 2005. 
 
 
9. 
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10. CONTRIBUTIONS IN KIND 
 
a)  Regular Programme 
 
Under separate agreements between the Governments of Canada, Egypt, France, Peru, Senegal, Thailand and 
Mexico and the Organization, these Governments undertake to bear all or part of the costs of the rental of the 
premises located in their respective countries.  The Government of Canada also bears the major part of the cost of 
operations and maintenance of the Headquarters premises.  These are treated as contributions in kind. 
 
The estimated value of the contributions in kind, based on the lease contracts or on the estimated market value 
when there is no lease, is shown below: 
 

 2005      2004      
 

Canada $ 11 413 $ 10 648 
Egypt 120 113 
France 554 594 
Peru 41 41 
Senegal 37 21 
Thailand      1 082     1 082 
 $ 13 247 $12 499 

 
The Government of Mexico provides a cash contribution towards the rental and utilities costs of the 
Regional Office in Mexico City.  The contribution in 2005 amounted to U.S.$ 92 ($ 86 in 2004).  Included in the 
contribution from Canada is an amount equivalent to U.S.$ 1 353 from the Government of Quebec towards 
provision of premises in the Bell Tower office for the Headquarters in Montreal. 
 
b)  Other ICAO Proprietary Funds 
 
Below is the value of contributions in kind provided by States for each of the following group of funds: 
 

 
 

 
             2005  

 
             2004  

 
Aviation Security Plan of Action 

 
$ 719 

 
$ 889 

 
ICAO Universal Safety Oversight 
Audit Programme Fund   

 
 

$ 367 

 
 

$ 162 
 
 
11. END OF SERVICE AND POST-RETIREMENT BENEFITS 
 
a) End of service benefits 
 
End of service benefits comprise termination indemnity, repatriation grant, removal of personal effects, travel on 
separation and accrued leave.  The liability in respect of the Regular Programme staff are estimated at 
U.S.$ 13 400 as at 31 December 2005 ($ 13 700 as at 31 December 2004).  The estimate for leave and 
termination indemnity is based on historical experience over the last 6 years.  The other estimates for separation 
payments are based on the actual entitlements for professional staff at 31 December 2005, valued at the average 
historical cost of the benefit.  The actual amount paid in the current year amounted to $ 1 391 ($ 1 433 in 2004). 
 
End of service benefit entitlements accrued to AOSC Fund staff are estimated at U.S.$ 4 300  as at 
31 December 2005 ($ 4 000 as at 31 December 2004).  The actual amount paid for the year ended 
31 December 2005 was $ 40 ($ 70 for 2004). 
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b) Post-retirement benefits 
 
The contingent liability resulting from the after-service health insurance that the Organization may have to pay to 
its staff members in future years has been determined by actuarial valuation.  The actuarial valuation of the 
contingent liability for health benefits in future years (including both health and dental care) is estimated at 
$ 36 200  ($ 32 400 in 2004).  The liability covers all ICAO staff. 
 
Health insurance coverage is available to qualified retired employees.  The Regular Programme paid $ 663 in the 
current year for health care benefits in respect of all eligible retirees ($ 628 in 2004). 
 
 
12. PARTICIPATION IN THE UNITED NATIONS JOINT STAFF PENSION FUND (UNJSPF) 
 
ICAO is a member organization participating in the United Nations Joint Staff Pension Fund which was 
established by the United Nations General Assembly to provide retirement, death, disability and related benefits. 
 The Pension Fund is a funded defined benefit plan.  The financial obligation of the organization to the UNJSPF 
consists of its mandated contribution at the rate established by the United Nations General Assembly together 
with any share of any actuarial deficiency payments under Article 26 of the Regulations of the Fund.  Such 
deficiency payments are only payable if and when the United Nations General Assembly has invoked the 
provision of Article 26, following determination that there is a requirement for deficiency payments based on an 
assessment of the actuarial sufficiency of the Fund as of the valuation date.  At the time of this report the 
United Nations General Assembly has not invoked this provision. 
 
The payments made to UNJSPF relating to the contributions of the participants and the Organization for 2005 
amounted to $ 15 765 ($ 15 310 in 2004). 

 
 

13. LONG-TERM LEASE COMMITMENTS 
 
As at 31 December 2005, the Organization had an average commitment of approximately $ 3 675 (equivalent to 
CAD$ 4 300) per annum for 11 years, for a total commitment of $ 40 425 (equivalent to CAD$ 47 300), relating 
to its share of the basic rent and operating and maintenance costs of the Headquarters premises. 
 
As at 31 December 2005, the Organization had outstanding purchases and long term lease agreements for the 
supply of equipment and rental of facilities which are due between 2006 and 2009.  The total commitment 
amounts to $ 231.  The committed payments under leases for telephone systems, equipment and photocopier will 
be as follows: 
 

                2006
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a) Brazil CAPS: $ 1 842; 

 b) Regional (REDDIG) MSA: $ 694; 
 c) Regional (EGNOS) MSA: $ 268; and 
 d) Thailand MSA: $ 47. 

 
Commitments relating to international and national staff contracts as at 31 December 2005 for the Trust Funds 
and MSAs amounted to $ 7 123. 
 
 
15. CONTINGENT LIABILITIES 
 
A number of labour-law related legal actions have been brought against the Organization in relation to a 
Technical Co-operation Project.  The claims amount to approximately $0.5 million.  In the opinion of 
management, the final outcome of these claims is not determinable and, accordingly, these items are not recorded 
in the accounts.  Settlements, if any resulting from the resolution of these claims will be accounted for in the year 
in which the liability is determined. 
 
 
16. RECLASSIFICATION 
 
During the financial period, the Organization implemented a new format for the presentation of the accounts in 
the financial statements.  As a result, certain transactions and balances are no longer grouped or classified in the 
same way as in the past.  The 2004 comparative amounts have been reclassified to be consistent with the 
reporting format adopted for 2005. 
 

 
— — — — — — — — 
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Annexes A to D:  Relates ICAO Proprietary Funds 
 
Annex A  Revenue-Generating and Cost Recovery Accounts  
 

1. The Air Navigation Cost Recovery Account was established in 2002 by the Secretary General of 
ICAO in accordance with Regulation 7.2 for the sale of services and publications relating to Air 
Navigation. 

 
2. The Air Transport Cost Recovery Account was established by the Council in 2001 to finance income 

and expenditures relating to specific services provided by the Air Transport Bureau to Contracting States 
and others. 

 
3. The Conference and Other Facilities Fund was established by the Council (C-DEC 157/2) in 1999 to 

account for the income and the costs of administration, operation and refurbishment relating to the rental 
of the conference, garage and cafeteria facilities.  

 
4. Dangerous Goods Activities (DAGWOODS).  In order to achieve intermodal harmonization in the 

transport of dangerous goods, whilst recognizing the work involved in maintaining complex and 
voluminous documents, Council approved the use of excess miscellaneous income (C-DEC 166/2) to 
fund the development of a dangerous goods document database. A special account was created for 
revenue generating activities relating to dangerous goods, including costs and revenues relating to the 
enhancement of DAGWOODS and any costs and revenues from recoveries for seminars, workshops or 
support of USOAP. 

 
5. The Electronic Publishing Account was established in 2002 by the Secretary General of ICAO in 

accordance with Financial Regulation 7.2 for the production and sale of electronic publications. 
 

6. The Language Proficiency Fund was established in 2004 by the Secretary General under Financial 
Regulation 7.2, to finance expenditure and collect revenues relating to specific aviation language 
proficiency products and services provided by the Air Navigation Bureau (ANB) to Contracting States 
and others.  

 
7. The Language Services Account for the provision of interpretation, translation and printing services 

was established by the Council (C-DEC 162/2) in 2001 to administer the income and the expenditure 
related to the provision of such services to other international organizations, government agencies and 
national delegations. 

 
8. The Special ICAO Safety Oversight Audit Account was established in 2004 by the Secretary General 

under Financial Regulation 7.2 to finance expenditure and collect revenue from provision of oversight 
audit services to Contracting States on a user-pays basis.  

 
9. The Special Public Information Projects Account was established in 2002 by the Secretary General of 

ICAO in accordance with Financial Regulation 7.2, to record transactions relating to self-financing 
activities of the External Relations and Public Information Office of ICAO. 

 
Annex B  Aviation Security Trust Funds  
 
These comprise earmarked funds as well as Special Accounts/Funds established in 2002 to reflect Council 
approval of the Aviation Security Plan of Action (ASPA), comprising 13 projects to be financed from funds 
within the Aviation Security Trust Funds.  Activities relating to the ASPA projects are funded from general as 
well as earmarked contributions. 
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Annex C  Funds for Technical Co-operation Support 
 
1. The TCB Efficiency/Effectiveness Fund (previously reported as TCB Reserve Fund) was established 

in the 155th Session of the Council, for the use of a portion of the AOSC Fund annual surplus of the 
preceding year on improving Technical Co-operation Bureau’s efficiency and effectiveness. 

 
2. The Administrative and Operational Services Cost Fund (AOSC Fund) was established under the 

provisions of Article IX of the ICAO Financial Regulations.  The AOSC Fund is utilized to meet the 
costs of administration and operation of technical co-operation programmes.  This Fund is primarily 
financed from administrative overhead charges to the United Nations Development Programme (UNDP), 
Trust Funds and Management Service Agreements, and Civil Aviation Purchasing Service Funds.  

 
 
Annex D  Others 
 

1. The Arabic Language Services Fund reflects the financial contributions received from certain 
Contracting States towards the cost of extension of Arabic language services in ICAO. 

 
2. The Chinese Language Services Fund reflects the balance of funds remaining from the financial 

contribution made by the Government of the People's Republic of China to assist in the financing of the 
Chinese language unit in ICAO. 

 
3. The Edward Warner Award Fund was established to defray the cost of awards to individuals or 

institutions who have made an outstanding contribution to the development of international 
civil aviation. 

 
4. The France Associate Experts Scheme was established in 1979 under the Expert Scheme Programme 

of Technical Co-operation as a result of an agreement signed with the Government of France to provide 
and fund Associate Experts. 

 
5. The ICAO Air Navigation Commission (ANC) Laurel Award Fund was approved by the Council in 

1999 for the ANC Laurel Award established by the ANC.  The award is to be given every two years to 
an individual or group having significantly contributed to the work of the ANC, through its panels, study 
groups, worldwide meetings or any other appropriate manner. 

 
6. The Italy Junior Professional Officers Fund was established in 2005 as the extension  to an  
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9. The Incentive for Settlement of Arrears Account was established in 1999 by Resolving Clause 2 of 

Assembly Resolution A32-27, and the continuation of the scheme was confirmed by the 35th Session of 
the Assembly in Resolution A35-27.  Resolving Clause 3 of Resolution A35-27, which became effective 
on 1 January 2005,  provides that part of payments from Contracting States with arrears of three full 
years or more will be retained in a separate account to finance expenditure on aviation security activities, 
and new and unforseen projects related to aviation safety, and/or to the enhancement of the efficient 
delivery of ICAO programmes. Funds are provided from transfers of the Regular Programme surplus. 

 
10. The Information and Communication Technology (ICT) Fund was established in 2001 by 

Assembly Resolution A33-24 to facilitate the modernization of ICAO’s financial systems, the 
enhancement of ICAO’s Web sites and consolidation of file servers. 

 
 
 
 



 

Special
Air Air Conference

       TOTAL INCOME  1   294   844   28   507   274   35   3  1 986  1 180

     EXPENDITURE

        Salaries and common staff costs  13   33   428   31   291   101   8   905   554
        General operating expenses   215  134   349   174
        Travel  8   10   1   21   40   67
        Equipment   10   6  16   24
        Other   17   45   1    63   49

     TOTAL EXPENDITURE  13   33   670   31   350   10   237   29  1 373   868

        Net excess (shortfall) of income over expenditure(  12)   261   174 (  3)   157 (  10)   37   6   3   613   312

     BALANCE OF FUNDS
        Adjustment of prior year's unliquidated obligation/expenditure (  18)(  18)   8
        Fund balance, beginning of period   17   160   550   557   18   44   15   83  1 444  1 123

     BALANCE OF FUNDS, END OF PERIOD  5   421   706 (  3)   714   8   81   21   86  2 039  1 443

     ASSETS, LIABILITIES AND FUND BALANCES

     ASSETS

        Cash and term deposits  5   251   495   88   619   10   21   86  1 575  1 424
        Accounts receivable
                 Inter-fund balances  4   53   4   61   86
                 Receivables   175   282   27   89    142     715   120

     TOTAL ASSETS  5   430   777   115   761   10   146   21   86  2 351  1 630

     LIABILITIES

        Unliquidated obligations  9   2   20   2   1    34   1
        Accounts payable  7   87   2   4   100   17
        Inter-fund balances  62   11   43   2   60   178   169

    TOTAL LIABILITIES  9   71   118   47   2   65   312   187

     BALANCE OF FUNDS

 
       Represented by:

                 Cumulative surplus   5   421   706 (  3)   714   8   81   21   86  2 039  1 443

    TOTAL BALANCE OF FUNDS  5   421   706 (  3)   714   8   81   21   86  2 039  1 443

    TOTAL LIABILITIES AND FUND BALANCES  5   430   777   115   761   10   146   21   86  2 351  1 630

A
N

N
EX A

(unaudited)
IV-4

(in thousands of United States dollars)

INTERNATIONAL  CIVIL  AVIATION  ORGANIZATION
REVENUE GENERATING AND COST RECOVERY SPECIAL ACCOUNTS/ FUNDS

SCHEDULE  OF  INCOME,  EXP E2.1818 HRURP EASSETS, LIABILITIESOST R



FOR THE PERIOD ENDING  31  DECEMBER  2005

EARMARKED FRANCE AWARENESS FRANCE STANDARDIZED SUB-TOTAL
TRAINING ENHANCED FRANCE PROTOCOLE KOREA UNITED UNITED TRAINING PROTOCOLE NATIONAL TRAINING

PROGRAMME MECHANISM JPO EXPERT EXPERT NETHERLANDS KINGDOM STATES SUB-TOTAL PROGRAMME COOPERATION PROJECTS PROGRAMME 2005 2004

INCOME AND EXPENDITURE

     INCOME

             Contributions  3 432  3 432  3 432  3 381
             Earmarked contributions  120  107  121  360   708  7  241  956  923
             Other incom



IV-6 ANNEX C
(unaudited)

TCB Administrative 
Efficiency / and Operational TOTAL
Efectiveness Services Cost

Fund Fund 2005 2004

INCOME AND EXPENDITURE

     INCOME

          Other income
                   Administrative fee revenue 6 196 6 196  5 940
                   Interest income  142  142   84
                   Miscellaneous  815  815   286

TOTAL INCOME 7 153 7 153  6 310

     EXPENDITURE

          Salaries and common staff costs 6 276 6 276  5 317
          General operating expenses  261  261   45
          Travel  208  208   91
          Equipment   14
          Other  26  2  28   382

TOTAL EXPENDITURE  26 6 747 6 773  5 849

NET EXCESS (SHORTFALL) OF INCOME 
         OVER EXPENDITURE (  26)   406   380   461

BALANCE OF FUNDS
        Adjustment of prior year's unliquidated obligations/ expenditure  12  12   8
        Transfers to/from other funds  139 (  139)
        Fund balances, beginning of period  9 7 669 7 678  7 209

BALANCE OF FUNDS, END OF PERIOD   122  7 948  8 070  7 678

ASSETS, LIABILITIES AND
FUND BALANCES

ASSETS

          Cash and term deposits 4 913 4 913  5 123
          Accounts receivable
                   Inter-fund balances  122 3 404 3 526  1 324
                   Receivables and advances  785  785   533
          Other assets 1 313 1 313  1 542

TOTAL ASSETS  122 10 415 10 537  8 522

LIABILITIES

          Unliquidated obligations  50  50   46
          Accounts payable  447  447   260
          Inter-fund balances 1 929 1 929   510
          Other credit balances and provisions  41  41   28

TOTAL LIABILITIES 2 467 2 467   844

BALANCE OF FUNDS
    Represented by:

        Cumulative surplus  122 5 948 6 070  5 678
        Reserved surplus 2 000 2 000  2 000

TOTAL BALANCE OF FUNDS   122  7 948  8 070  7 678

TOTAL LIABILITIES AND BALANCE OF FUNDS   122  10 415  10 537  8 522

TECHNICAL CO-OPERATION SUPPORT

(in thousands of United States dollars)

OTHER ICAO PROPRIETARY FUNDS 

INTERNATIONAL  CIVIL  AVIATION  ORGANIZATION

INCOME,  EXPENDITURE, ASSETS, LIABILITIES  AND  FUND  BALANCES
FOR THE PERIOD ENDING  31  DECEMBER  2005



  

INTERNATIONAL  CIVIL  AVIATION  ORGANIZATION

OTHER ICAO PROPRIETARY FUNDS - OTHERS
INCOME,  EXPENDITURE,  ASSETS,  LIABILITIES  AND  FUND  BALANCES

FOR   THE   PERIOD   ENDING  31  DECEMBER  2005

(in thousands of United States dollars)

Republic
of Information

ICAO Italy Korea Incentive and
Arabic Chinese Edwar



STATEMENT OF APPROPRIATION AND EXPENDITURE
AT BUDGET RATE BY MAJOR PROGRAMME - 2005

(in thousands of United States dollars)

(1)   (2)   (3) (4) (5) (6) (7) (8)

Approved Carried-over Increase in Transfers Total Expenditure at Unobligated
Appropriations from prior Appropriations among Major Defer Adjusted Budget Rate Balance at

year Programmes to 2006 Appropriations  31 December 2005
(Res. A35-22 (C 173/9, C175/13) (C 176/14) (Fin. Reg. 5.10) (Fin. Reg. 5.6)

and SL 04/106) C-WP/12523 SG- approved (C 176/14)
Major Programmes November 05 (1)+(2)+(3)+(4)+(5)  (6) - (7) 

I. General Policy and Direction  1 082   50 (  145)   987   986   1

II. Air Navigation  9 024   53   400   200 (  707)  8 970  8 955   15

III. Air Transport  5 325   46   60 (  50) (  535)  4 846  4 846   

IV. Legal  1 163   60 (  260)   963   963   

V. Regional and Other Programmes  16 966   12 ( 1 937)  15 041  15 029   12

VI. Administrative Support   25 262 (  130) ( 1 229)  23 903  23 903   

VII. Finance, External Relations/Public         
 Information and Programmes         
 Evaluation, Audit and Management Review

 3 840   140 (  80) (  457)  3 443  3 439
  4

VIII. Universal Safety Oversight 
   Audit Programme  2 007  1 677 ( 1 130)  2 554  2 554   

 64 669  1 978   460   ( 6 400)  60 707  60 675   32

Approved Actual
Estimate Receipts

Miscellaneous Income  5 162  6 306

NOTE:

(unaudited)

IV
-8

A
N

N
E

X
 E

Expenditure in Canadian dollars is reflected at the budget rate of CAN$ 1.32 to US$ 1.00. 

REGULAR PROGRAMME GENERAL FUND



IV-9 ANNEX F
(unaudited)

(1) (2) (3)

Site Budget Expenditures

MAJOR PROGRAMME I -  GENERAL POLICY AND DIRECTION

35th Session of the Assembly  1

MAJOR PROGRAMME II -  AIR NAVIGATION  71

Panel Meetings: - FCLTP/2 Montreal  5
- OCP/14 Montreal  1
- OPLINKP/1 Montreal  5
- DGP/20 Montreal  4

MAJOR PROGRAMME III -  AIR TRANSPORT  147

AVSEC Panel: - AVSECP/17 Montreal  6

TAG MRTD/16** Montreal

Workshops/Seminars: - WARFM, Bangkok Bangkok  8
- FEPW, Lima Lima  10
- WARFM, Trinidad Trinidad&Tobago  9
- Joint AT Workshop Montreal  1



ANNEX F IV-10
(continued)

(1) (2) (3)
Total

Site Budget Expenditures

OTHER RPGs/SGs, IMPLEMENTATION MEETINGS AND SEMINARS/WORKSHOPS
Seminar on Introduction to Quality Assurance for MET Services in Aviation Dakar  1
MET/SG/7 Dakar  9
AIS Automation TF3** Dakar  0
AIS/MAP SIP Dakar  3
Haj 2006 Informal Coordination Meeting** Dakar  0
PISC MID Project Meeting Johannesbourg  3
RDGE/2** Paris  0
ATMG/2** Paris  0
SADISOPSG/10 Paris  5
DLSG/2 Paris  5
RDGE/3** Paris  0
ATMG/3** Paris  0
WAFSOPSG Bangkok  8
ATNTTF/7 Shanghai  1
CNS/MET SG/9** Bangkok  0

 0
 0
 0

RVSM S/6 & RVSM/TF/25 Incheon  3
ARNR/TF/3 & SEACG/12** Bangkok  0
FIT-BOB/5, FIT-SEA/2, ATFM/TF/1 & ADS/CPDLC Seminar** Bangkok  0
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MAIN POINTS 

 
Financial statements and  
audit opinion 
 
 
 
 
 
 
 
 
 
 
 
ICT operations 
 
 
 
 
 
 
 
 
 
 
 
Non- compliance with UNSAS 

1. The audit opinion on the 2005 financial statements was issued without reservation. 
 
2. In November 2005, a United Nations working group on accounting standards decided to 
adopt the International Public Sector Accounting Standards (IPSAS) as the official 
accounting standards of the UN system. These standards are to be implemented by 2010. 
ICAO has decided to apply the standards by 2008. It also plans to implement a new financial 
system during the same period.  Implementing two such demanding goals simultaneously 
could increase the risk that the expected results of both initiatives will not be achieved. 
 
3. This year’s audit found that although the operations of the Information and 
Communication Technology (ICT) Section are essential to the entire Organization, over the 
years ICAO has been unable to demonstrate a firm commitment to improving the governance 
of information technology. We are concerned that without proper intervention, ICT 
operations are not efficient enough to support either the current financial system or the 
proposed new systems. Moreover, we noted that the decentralized operations of ICT do not 
allow ICAO to adequately reinforce the management of ICT and make proper use of its 
resources. 
 
4. In January 2006, the Organization’s Conference and Office Services section (COS) 
conducted an inventory count at ICAO headquarters. Following the count, COS and the 
Finance Branch made an effort to adjust the database and correct the errors identified. 
Therefore, we were able to obtain assurance that the database information on the quantity and 
location of items was reliable. However, our audit of the value of inventory items found 
discrepancies between their actual costs and the information in the database. Overall, the 
number of discrepancies we found leads us to conclude that in the present situation no 
assurance can be obtained on the value of items. Consequently, the Organization is still 
unable to comply with the UNSAS requirements on disclosure. 
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Modernization of financial 
information systems 

8. In 2005, the Steering Group for the Modernization of the Financial Systems project was 
given the mandate to seek an alliance with another UN organization to share experience and 
competencies in implementing systems. The Project Team visited various UN organizations 
but in April 2006, ICAO decided that the development of such an alliance had to be delayed 
for various reasons. The proposed support of two UN organizations was less than anticipated. 
In the light of these developments, the Secretariat has decided to build a business case using 
the lessons learned during the project missions and to present several options to the Council. 
Management informed us that the business case would, among other things, determine the 
project’s scope and appropriate governance structure and request the necessary funding. 
 
9. In accordance with Assembly Resolution A35-32, we determined that the Organization 
appropriately charged to the Information and Communication Technology Fund the $171,256 
of expenditures it incurred in 2005 to modernize its financial and related systems. 
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 INTRODUCTION 

 
 

 1. This report contains the results of the audit of the International Civil Aviation Organization 
(ICAO) conducted by the External Auditor of the Organization. 

  
 2. The report includes observations and recommendations arising from our audit of the 

Organization’s financial statements, our compliance audit of its transactions, and our 
performance audits of certain programmes and activities. 

  
 3. We prepared this report and the audit opinion in English.  We audited the English version of 

ICAO’s financial statements. 
  
  
 SCOPE OF THE AUDIT 
  
Scope of this year’s attest  
audit 

4. The scope of the audit was determined in compliance with Article XIII of the ICAO 
Financial Regulations and in accordance with the additional terms of reference governing the 
external audit. The Annex to those regulations lists the additional terms. 

  
 5. We conducted the audit in accordance with common auditing standards adopted by the Panel 
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 b) The Organization’s Conference and Office Services section (COS) conducted an 

inventory count at ICAO headquarters. At our suggestion, an outside party 
performed the count in January 2006.  The inventory was accomplished in a short 
time, which reduced any errors related to movement of items. From January to 
April, COS adjusted the NEP database and followed up on any identified 
discrepancies. COS and the Finance Branch made an effort to correct the errors 
they identified. We were able to obtain assurance that  the database information on 
the quantity and location of items was reliable.   

  
 c) In last year’s audit report, we commented on items that were entered without a 

value and/or without complete information. COS and Finance put effort into 
completing the missing information. However, the information entered in previous 
years was not reviewed or entered in this year’s updated database. Our audit of the 
value of inventory items found discrepancies between their actual costs and the 
information in the database. Moreover, an historical UN operational rate of 
exchange for translating Canadian dollars to US dollars was not used, which 
resulted in an overestimation of the value of non-expendable items. Overall, the 
number of discrepancies we found leads us to conclude that in the present situation 
no assurance can be obtained on the value of items. 

  
 d) Last year we recommended that COS  put processes in place to validate the 

information entered, reconcile movements of items, and update information on a 
timely basis in order to maintain an accurate database. COS did put in place 
processes to reconcile the movement of items, write-offs, and acquisitions. We are 
satisfied with the work the Organization did on those issues.  

  
 21. We acknowledge COS’s efforts to put appropriate internal controls in place and the 

continuous effort of staff to maintain an accurate database of items. We recommend that the 
Organization review the values entered in the database and adopt a validation process to detect 
any errors. Such procedures will eventually allow ICAO to comply with UNSAS and will 
provide the basis for applying the new accounting standards.  

  
ICAO should reinforce 



 

 

V - 8

A firm commitment is needed 
by senior management to 
improve the information 
technology’s governance. 

b) Although management has been aware of the internal control problem, over the years 
ICAO has been unable to demonstrate a firm commitment to improving the governance 
of information technology. We are concerned that ICT operations are not efficient 
enough to support the current financial system and that without proper intervention, 
they will not be able to support the proposed new systems. Moreover, we noted that 
with its decentralized ICT operations, ICAO has a tendency to seek outsourced 
solutions instead of reinforcing ICT management and making proper use of its own 
resources. 

  
 c) One of the challenges in decentralized ICT operations is retaining a global view of all 

IT operations and systems. By doing so, an organization is able to maximize the 
benefits of its investments in IT and better coordinate its resource needs. 

  
The ICT master plan does not 
cover risks related to security 
and potential malicious 
attacks. 

d) We expected that ICAO would have an organization-wide strategic plan for its ICT 
operations based on architecture, technology available on the  market, needed 
resources, priorities, and an assessment of risks and vulnerabilities. Our audit found 
that ICAO has developed a strategic plan for its IT operations. For the first time, ICT 
stakeholders were brought together to establish global strategies and an action plan. 
We found that an effort was made for the first time to obtain an inventory of all the 
systems in place. It was a lengthy process, and ICT sections realized that they had been 
unaware of  many applications being used. However, the ICT master plan does not 
cover risks related to security and potentia
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ICAO should establish a 
proper security framework. 

i) We noted that ICAO has no security officer; a number of employees assume security 
tasks. As for policies and standards, the ICT Section advertises on the intranet that it 
applies the recommended UN security practices. However, we found those practices 
only partly implemented and no one monitors compliance with them.  

  
 j) Furthermore,  ICAO’s employees and partners appear to lack awareness of security 

practices.  An awareness program is vital in an organization where consultants are 
employed and where protecting information is critical.  We are concerned that an 
improper security framework increases the risk of unauthorized access to information. 
Ultimately, unauthorized access could lead to a loss of information or assets or the 
release of sensitive information. 
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Personnel has engaged the 
services of a contractor to 
assist the organization in 
developing a competency 
profile 

30. As  outlined in Human Resources Strategies (C-WP 12557), as a second step the Chief of 
Personnel requested all Bureau Directors, Regional Directors, and Chiefs to forecast  the 
numbers of staff and levels of skills and competencies required to 2013 (two further triennia). 
As this proved to be a challenge for Bureau Directors, Personnel has engaged the services of a 
contractor to assist in developing a skill/competency profile and to work with individual 
Directors and Chiefs to finish the task. 
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The completion rate and 
timeliness of performance 
appraisal reports are poor. 

40. The PAR completion rate has dropped continually over the past three years.  At the end of 
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A review of PARs revealed a 
number of significant 
problems 

48. We reviewed some 103 employee files (14% of PARs issued in 2005) in order to assess the 
quality of information in the performance appraisal reports.  We reviewed the files of all 
employees whose probationary periods were completed in 2005, and then a random sample of 
PARs selected by reason for completing a PAR. This sample cut across all bureaus and all 
groups and levels.  

  
The information provided on 
individual performance 
appraisals was poor 

49. We found that the information provided on individual performance appraisals was poor.  
As the JIU report on results-based management outlines, effective goals are goals that are 
SMART; that is, Specific—what is to be achieved is clear; Measurable—has performance 
indicators as to what is acceptable achievement; Achievable—able to be completed; 
Realistic—able to be completed within the resources allocated; and Time-bound—have an end 
date for completion.   

  
Goals were not S.M.A.R.T 50. We found that most of the goal statements in the files we reviewed were quite vague.  

Examples of goal statements are found in Exhibit 2.  
 

Exhibit 2 Goal statements for Professional (P) and General Service (GS) employees 

Employee 
Level 

Goal Statements 

P To continue to improve the level of production; to continue 
to help with exams, training and providing advice 

P Provide guidance; participate in meetings 

P To improve use of e-mail 

P Abide by ICAO rules on professional conduct; accomplish 
all tasks with higher standards; further improve quality of 
services 

P Maintain quality of work; maintain output on X*; maintain 
team spirit 

GS To produce high quality of work; to meet deadlines; to 
advance work as much as possible 

GS  Provide assistance; provide support; keep files and contact 
list up-dated 

   (Note: specific item deleted to protect identity of individual)   

  
There was little or no link 
with any organizational goals 
or activities. 

51. While more specific reference was made to the actual work of some of the Professional 
staff, in most of the PARs we read we could not determine where in the Organization the 
employee was working without looking at the cover page, which identified the employee’s 
bureau or specific activities. We would expect to find some specific details of work produced, 
with comments on its quality and on the individual’s contribution to the effectiveness of the 
Organization. However, there was little or no linking with organizational goals or activities.  
This was particularly noticeable for General Service staff.  Their comments on the Employee 
Survey and in some of our interviews noted the difficulty of setting new goals every year. 
However, Personnel informed us that implementing ICAO’s Business Plan should address this. 
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 52. Measurable indicators of performance were also lacking.  Wording such as “to improve” 
begs the question, improve from what to what?  And is it realistic to consider that performance 
in specific areas can be improved every year? Without reference to minimum acceptable 
standards and the highest achievable standards expected, any assessment is purely subjective 
and judgmental. Since so little detail or specificity was provided, we could not judge whether 
goals were realistic or achievable.   

  
 53. Finally, most objectives were not time-bound. Few specific dates were given by which 

goals were to be achieved.  In most cases, the time was stated as “ongoing” or “continuous,” 
which relates more to job tasks.   

  
Competency assessment was 
also limited 

54. The Organization’s PARs also rate employees on a set of nine core competencies: job 
knowledge; quality of work; quantity of work; work habits; human relations; communication 
skills; language skills; international outlook; organization and leadership (if applicable).  The 
ICSC defines competencies as “a combination of skills, attributes, and behaviors that are 
directly related to successful performance on the job.  Core competencies are the skills, 
attributes and behaviors which are considered important for all staff of an organization, 
regardless of their function or level. For specific occupations, core competencies are 
supplemented by functional competencies related to respective areas of work.”   

  
ICAO has recognized that a 
full assessment of 
competencies of current staff 
and an identification of 
competencies needed for the 
future is a critical step in 
Human Resource Planning 

55. As we noted above, ICAO has recognized that fully assessing the competencies of present 
staff and identifying competencies needed for the future is a critical step in human resources 
planning--namely, identifying the gaps between what exists and what is needed.  However,  
most competency models define different levels of performance expected of different levels in 
the organization and also define what constitutes low, medium, and high levels of performance.  
For example, the type of communications skills expected of a P-4—which might include 
writing complex papers for Council or developing guidance manuals—would be considerably 
different from those of a GS-6, who might be expected to draft precise and correct memos or 
letters.  

  
 56. When the PAR was introduced there was some definition of what was to be covered under 

the various competencies, although not differentiated by level. On the current form, however, 
there is little explanation of what these categories mean. There is no differentiation by level, 
and no guidance on what constitutes strong, acceptable, and weak performance in any of these 
areas.  Improved statements about levels of expected observable behaviours would assist 
supervisors in rating more appropriately and consistently and with less bias. A more effective 
assessment of competencies of present staff through the performance appraisal process would 
also help Bureau Directors identify gaps and staff vacancies to close them.   

  
Ratings are strongly skewed 
to the highest assessment 
category 

57. Employees’ comments on their achievement of goals and their competencies varied but 
was usually very brief—such as “achieved.”  Comments by supervisors were equally brief—
usually words such as “agree,” “good,” or “very good.” Achievement levels for most goals and 
competencies were rated 4 (very good, the top rating) with a few 3s, but with no information 
by which to assess how the rating was decided.  We would expect that “good” performance is 
the norm, the performance expected of employees.  For a rating higher than good, we would 
expect to see a specific 
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 58. We note that a major complaint raised in the employee survey was the bias of supervisors 
and a perception that some supervisors marked harder than others.  However, we did not see 
much evidence of this in the file review, given that the most frequent rating was a 4 overall.  
The few ratings of 3 (good) that we saw seemed to provoke a strong negative reaction from the 
employee.  Interviews with employees and supervisors indicated that any rating lower than 4 
was considered negative.  Most supervisors indicated that they gave 4 ratings because giving 3s 
caused too much grief and very unhappy employees.  Exhibit 3 shows the breakdown of ratings 
over the past three years. 
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    Exhibit 4 Some characteristics of term and probationary appointments 

Group Initial 
Appointment 
period 

Probationary 
period 

Progression to permanent 
contract 

One-year career 
term 
appointment 

Six months After three years, eligible for 
consideration for a permanent 
contract, but may continue to 
remain on renewable term basis.  
In order to move to permanent 
status, must be reviewed by the 
Advisory Board for Permanent 
Appointment and approved by 
the Secretary General.    

GS 

One year or less 
temporary 
appointment 

Six months Eligible for renewal for a fixed 
term 

Professional Three-year non-
career fixed term 

One year Renewal of initial contract on a 
two-year fixed-term contract; 
then may receive a two year 
fixed term career contract; 
finally,  eligible for a permanent 
appointment.  To move from 
non-career to career term, and 
from career term to permanent 
status, employee must be 
reviewed by the Advisory Board 
for Career and Permanent 
Appointments and approved by 
the Secretary General. 

    Source: Staff Rules 

  
Performance problems appear 
to be addressed outside the 
PAR process 

63. During our file review, we saw cases where performance problems did appear to be 
addressed, but outside the PAR process.  In one case, the initial performance rating employee 
was a 2 (needs improvement) but, because the PAR was late, the probationary period was 
extended.  There were several memos on file that had been given to the employee, detailing 
specific performance problems, but two subsequent performance reports rated the employee as 
3 (good) with a comment by the supervisor of “good” on all goals and competencies, despite 
the memos indicating problems.  This suggests that the PAR process was really a paper 
exercise and not seen as a tool to manage performance. The employee resigned rather than be 
dismissed or not have the term extended.  

  
 64. We noted two other cases where inter-office memos on file indicated that an employee had 

performance problems and should not be retained, but in one case there were no PARs on file 
and, in the other, the employee was rated as 3.  Both remained on staff.  Finally, in another case 
that came to our attention, the performance appraisal was relatively good with an overall rating 
of 3, but correspondence indicating that the employee’s contract should not be renewed 
contained comments that negated the performance appraisal.  It was not clear whether the 
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Training needs are not 
documented in the PARs. 

65. Finally, while there is a place on the PAR to indicate training needs, we found this was 
rarely used.  Perhaps this is because employees and supervisors are well aware that ICAO has 
few funds for training and believe there is thus no point in filling out this section.  We were 
advised that previously, information in this section would be compiled and transferred to the 
officer responsible for training  However, since so few funds were allocated for training. little 
action could be taken. If the plan to revitalize the performance appraisal process is to be 
effective, an appropriate budget for training will be required.  

  
New developments emerging 
from the ICSC may put ICAO 
under extreme salary pressure 
if a more rigorous 
performance management  
system is not established 

66. The International Civil Service Commission is currently conducting a pilot program for 
performance-related pay using broad-banding for professional-level staff.  The ICSC defines 
performance-related pay as “a generic concept involving a financial or financially measurable 
reward linked directly to individual, team or organizational performance, in the form of either 
base pay or a cash bonus system…these tools are tailored to relate individual base pay 
increases to individual results, usually through a performance appraisal scheme and a 
performance rating.”  It defines broad-banding as “a method of providing greater flexibility to 
reward individual performance and contribution.  The term describes the action of combining 
and replacing several classification levels by a single, broader classification level (called a 
’band’).  A broad-banded system is characterized by a limited number of wider bands or 
ranges, and a bigger salary overlap between bands.” 

  
 67. The ICSC has established a number of basic parameters that must exist before introducing 

performance pay systems.  Two principles are of prime importance: 
 

• The organization must have a credible and reliable performance appraisal system that 
is acceptable to administration and staff.  

• A credible system is one that provides quantitative and qualitative data and can 
evaluate varying performance, particularly when linked to pay.    

  
 68. Under the pilot project, a number of factors are being taken into account for performance 

appraisals.  First and foremost, goals are to be linked to the organization’s business plan.  
Second, competency assessment is important because employees’ pay would increase on 
acquiring new competencies and demonstrating their use on the job.  Third, client feedback is 
one of the inputs for determining pay. Sometimes this includes a peer review component, 
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 70. At present, the ICSC pilot proposal is to broad-band Directors and Professional Officers in 
one band, P3 to P5 in another band, and P1 and P2 in a third band. While this is only a pilot 
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performance plans of 
individual staff. 

this, the Strategic Objectives need to b
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b. Revise the performance appraisal report form.  
• Require specific details on employees’ contributions, linked with 

the Business Plan and ICAO’s Strategic Objectives. 
 
• Redesign and redefine the rating scale. Require a clear explanation 

for performance ratings above or below the norm. 
 
• Refine definitions of core competencies to specify the level of 

behaviour expected for each level in the organization, and identify 
behaviours that “meet” and that “exceed” expectations. 

 
• Change the performance appraisal cycle from the employee’s 

anniversary date to one date for all, coinciding with the  the fiscal 
year when the Business Plan is updated and reviewed.  This was a 
main feature of the proposed Performance and Competence 
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Follow-up on the 
Modernization of Financial Information Systems 

  
 Introduction 
  
In this year’s audit, we 
assessed the extent to which 
the Organization has 
progressed on this initiative. 

88. In April 2001 and 2003, we reported and followed up respectively on ICAO’s need to 
modernize its financial information systems. In this year’s audit, we followed up on our 
previous recommendations and assessed the extent to which the Organization has progressed 
on this initiative. 

  
 89. In accordance with Assembly Resolution A35-32, we also audited the appropriateness of 

expenditures the Organization incurred in 2005 for modernizing its financial and related 
systems, as we had in 2004. 

  
 90. In conducting our audit, we met various directors, managers, and staff involved in the 

modernization project. We reviewed reports, minutes, financial transactions, and documents 
relevant to the project. 
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 94. The following are the main actions the Organization took during the year that led managers 
to conclude they needed to make a business case: 
 

• The Steering Group that oversees and provides advice about the project met five times. 
• The Project Team completed its consultations with various UN organizations 

(including UNICEF and IMO) and evaluated different options. During its missions, the 
Project Team used an evaluation grid with criteria covering various topics such as the 
appropriateness of the software and its scope, ease of the application’s maintenance, IT 
support and maintenance, risk assessment, and ability to meet essential functional 
requirements. 

• The Project Team presented the results of its evaluation to senior management. 
• During 2005, a Secretariat team carried out three missions to UNICEF to discuss and 

evaluate whether ICAO’s system needs could be met through a partnership with 
UNICEF.  

• The Secretary General approved the Steering Group’s recommendation to explore a 
partnership with UNICEF. 

• In February 2006, UNICEF visited ICAO. At the time of our audit, no partnership with 
UNICEF had been defined. 

• ICAO continues to seek a possible partnership with another UN organization and 
returned to IMO in April 2006.  
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PART VI: SECRETARY GENERAL’S RESPONSE TO 
THE REPORT OF THE EXTERNAL AUDITOR 

 
 
1.      In accordance with the decision taken at the 28th Session of the Assembly, the Council 
has included, in its report, the action that the Secretary General intends to take in response to substantive 
recommendations in the Report of the External Auditor. This part presents the comments and the action 
contemplated by the Secretary General in response to the External Auditor’s Report for 2005 contained in 
Addendum No. 2. 
 
2.      The following comments are presented in the same order as that of the External Auditor’s 
Report. 
 
 
3.    ATTEST AUDIT RESULTS (Paragraphs 9 to 23) 
 
3.1     Paragraph 9 – It is noted with appreciation that the External Auditor has issued an 
opinion on the financial statements without reservation.  
 
3.2     Paragraph 10 a) – The issue of disclosure of non-expendable property (NEP) items as a 
note to the financial statements to comply with the United Nations System Accounting Standards 
(UNSAS) was reported in previous years by the External Auditor.  With the introduction of the 
International Public Sector Accounting Standards (IPSAS), the accounting treatment of NEP will differ in 
the future.  NEP will be subject to capitalization (presented as fixed assets on the balance sheet) and to 
depreciation recorded in the accounts.  The implementation of a new integrated financial system, 
including a fixed asset module by the end of 2007 would also facilitate the recording and the valuation of 
NEP.   
 
3.2.1  The issue of disclosure of NEP is further elaborated in paragraphs 19 to 21 in the Report 
of the External Auditor and the Secretary General’s comments thereon are presented in paragraph 3.6 
below. 
 
3.3     Paragraph 10 b) – The positive comments of the External Auditor toward the production 
of a work plan and the changes made in the presentation of the financial statements were noted.  
 
3.4     Paragraphs 11 to 14 – The External Auditor audit results with regard to non-significant 
audit differences, absence of disagreements with management, non-identification of any matters related to 
fraud and errors and the concurrence with management’s judgment on the use of accounting estimates are 
noted with satisfaction.   
 
3.5     Paragraphs 16 to 18 – The observations of the External Auditor are relevant and factual.  
IPSAS standards have to be implemented by UN organizations on or before 2010.  Since ICAO’s next 
budget cycles will start in 2008 and in 2011 respectively, adopting IPSAS in 2010, in the middle of a 
triennium for ICAO, would create difficulties considering the need to harmonize actual results with 
budgeted resources.  Adopting IPSAS only in 2011 would not comply with the recommendation of the 
Chief Executive Board of the United Nations organizations.   
 
3.5.1    With the implementation of a new financial system by the end of 2007, for more 
efficiency, IPSAS requirements would be incorporated in the new applications.  The three main initiatives 
(i.e. the introduction of the Results-based Budgeting practice, the adoption of IPSAS, and the 
implementation of a new financial system) are interrelated and would all need to be effective on 
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3.5.2    As regards paragraph 17, the Finance Branch recognizes that it is already challenged by 
its heavy workload and that these additional initiatives will require more appropriate resources. The 
Secretary General agrees with the External Auditor’s recommendations in paragraph 18.   
 
3.6     Paragraphs 19 to 21 – A number of actions, such as physical count and bar coding of all 
inventory items have been taken during 2005. The Organization has also published and circulated a new 
Procedures Manual for inventory control (Management of Non-expendable Property). 
 
3.6.1    Paragraph 20 a) – A new Procedures Manual (Management of Non-expendable Property) 
has been published and distributed within HQ and the Regional Offices. The General Service staff in 
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4.1.4    One element which is missing in the External Auditor’s report is a reference to the need 
to upgrade the existing human resources information system and to provide the necessary staffing support 
in order to improve the management of the performance appraisal system and to introduce the 
improvements recommended by the External Auditor and the PMC. 
 



 VI - 5  
 
 

 

4.1.11    Paragraphs 54 to 56 – The information provided in these paragraphs on competency is 
very timely as the Organization, in conjunction with the work of the PMC, is currently researching the use 
of competency frameworks within the UN Organization with a view to establishing core, managerial and 
functional competencies and linking these to the performance appraisal system.  The aim is to adopt a 
competency framework which will be meaningful for the Organization and which will provide objective 
criteria for the assessment and further development of staff competencies.  Various competency models 
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4.1.18    Paragraph 87, Recommendations of the External Auditor – The recommendations of the 
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