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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 2006 
 
 
1.  The financial statements of the International Civil Aviation Organization for the year ended 
31 December 2006 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 are consistent with the presentation adopted for the year 2005.  The Funds 
reported in the financial statements have been grouped to distinguish between those used for ICAO’s 
operational activities and those that are administered on behalf of third parties.  Significant changes are 
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4. REGULAR PROGRAMME 
 
4.1  Appropriations 
 
4.1.1  The 35th Session of the Assembly in 2004, under Clause C of Resolution A35-22, voted 
appropriations in the amount of $ 65 820 for the year 2006.  Details of appropriations, transfers, actual 
expenditure and unobligated balances of appropriations by Major Programme are given in Statement IV on 
page III-4.  Actual expenditure is stated at the forward exchange rate of the forward contracts entered into for 
Canadian dollars and EUROs and at the United Nations operational rate of exchange for transactions in other 
currencies.  The budgetary result for 2006, in thousands of dollars, is summarized as follows: 
 

Original appropriations  $ 65 820 

Carried over from 2005  6 400 
Increase in appropriations 
Carried over to 2007 

  1 030  
(9 965) 

 
Revised appropriations 

 
 63 285  

 
Total expenditure 

 
 63 118 

 
Unobligated balance of appropriations 

 
 $      167 

   
 
4.1.2 Carry over from 2005.  Pursuant to Financial Regulation 5.6, the Council approved the carry 
over of unobligated appropriations amounting to $ 6 400 from financial year 2005 to financial year 2006 
(C-DEC 176/14). 
 
4.1.3 Increase in Appropriations.  In 2005, in accordance with Financial Regulation 5.2 c), the 
Council approved additional appropriations of $ 1 460 for 2005-2006-2007 from  2004 excess miscellaneous 
income, that is, the surplus of actual 2004 income over estimated 2004 income approved by the 
Council (C-DEC 176/14).  Of this amount approved, $ 460 is designated for the 2005 financial year, for 
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the comprehensive systems approach for the conduct of safety oversight audits  in the 2005-2007 triennium.  
Under Major Programme V:  Regional and Other Programmes, the renovation of the Dakar Regional Office 
premises deferral to 2007 account for $ 449.  Under Major Programme IV:  Legal,  funds amounting to $ 234 
provided for certain meetings are carried over to 2007. 
 
4.1.6  In 2006, some general operating expenditures such as those related to the acquisition of 
certain hardware, software and equipment were deferred as part of the overall effort to contain costs in order 
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4.2.3  Of the total outstanding contributions of $ 20 402 as at 31 December 2006, $ 7 572 pertained 
to States represented on the Council. 
 
  

 
Number 
of States 

2006 

 
Amount 

outstanding as 
 at 31 December 

2006  

 
 

Number 
of States 

2005 

 
Amount 

outstanding as 
 at 31 December 

2005 
Group A:  States that have concluded 
agreements with the Council to liquidate 
their arrears over a period of years 
 

 
32

 
$   6 824

 
34 

 
$    6 719

Group B:  States with contributions in 
arrears of three full years or more that 
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4.2.6  Major contributions received for the Regular Programme Fund and the Proprietary Funds 
for 2006 are summarized as follows: 
 

(in thousands of United States dollars) 

 
 
4.3 Expenditure at Budget Rate Compared to Budget 
 
4.3.1 Annex D reports on the final approved appropriations compared to the expenditure.  The 
expenditure in the Annex D differs from that reported in Statement  of Appropriations, Statement IV, to the 
extent that transactions in Canadian dollars are reported in Annex D at the budget rate of exchange for the 
Canadian dollars of CAD$ 1.32 to US$ 1.00. 
 
4.4 Meetings Expenditure 
 
4.4.1 The approved budget for meetings in 2006 amounted to $ 724 and the actual expenditure on 
meetings in 2006, as shown in Annex E, amounted to $ 302. 
 
4.5 Surplus 
 
4.5.1 The total cumulative surplus, as at 31 December 2006, as reflected in Statement V, amounted 
to $ 17 414, as compared to $ 16 264 in 2005.  This is comprised of assessments receivable from 
Contracting States of $ 20 402 and cash deficit of $ 2 988 as at 31 December 2006 (surplus of $ 3 734 as at 
31 December 2005).  An increase in the assessments receivable by $ 7 872 in 2006 compared to 2005 as 
presented in Statement III, contributed to the cash deficit position for 2006. 
 
4.6 Cash Balances 
 
4.6.1 The cash balance held in the General Fund as at 31 December 2006 amounted to $ 17 996 
(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. 
 
 
 
 
 

Regular Fund Proprietary Funds

Contributions
Contracting Assessment In-Kind

State Received (Premises) AVSEC Others In-Kind Total

Canada 1 504 12 493  226  91 14 314
Japan 8 735  721  4 9 460
United States of America 7 551 1 194  129  42 8 916
France 3 069  626  256  498  102 4 551
Germany 4 283   13 4 296
United Kingdom 3 383  178  16 3 577
Italy 2 157  189  4 2 350
Republic of Korea 1 456  310  136  5 1 907
Spain 1 250  114  5 1 369
Netherlands 1 130   9 1 139

   Total 34 518 13 119 3 188  763  291 51 879

Contributions
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4.7  Forward Purchase of Currency 
 
4.7.1  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.  The objective of stabilizing Canadian 
dollar-related expenditures and EURO expenditures to a level within the budget was achieved.  Further details 
are provided in the Notes to the Financial Statements. 
 
 
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 
Schedule B.1 and the budgetary comparison is presented in the following table: 
 

FIGURE 5 
TABLE OF TECHNICAL CO-OPERATION ADMINISTRATIVE AND 

OPERATIONAL SERVICES COST OF APPROVED BUDGET, 
EXPENDITURE AND UNENCUMBERED BALANCE OF APPROVED 

BUDGET FOR 2006 
 

  
Submitted 

to the 
Assembly 

  
Revised 
Budget 
20062 

  
Expenditure/

Income 
2006 

  
Balance of 
Approved 

Budget 
Appropriation/Expenditure 
Major Programme X 

 
6 0511 

  
8 045 

  
8 069 

  
(24) 

 

         
Income 5 763  8 234  8 203    

Excess/(Deficit) of Income over 
Expenditure 

 
(288 ) 

  
189 

  
134 

  
 

 
 
1 Approved by the Assembly (A35-22) 
2 Noted by the Council at its 179th Session (C-DEC 179/13). 
 
5.1.2 As indicated in Figure 5, the Assembly approved the Indicative Budget Estimates 
(expenditure) of the AOSC Fund amounting to $ 6 051 for the financial year 2006 and estimated income for 
the year of $ 5 763.  During the year, pursuant to Fina



 I - 8 
 
 
the 35th Session of the Assembly by $ 2 440.  The actual AOSC Fund expenditure, on the other hand, 
amounted to $ 8 069, compared to the indicative budget presented to the 35th Session of the Assembly of 
$ 6 051.  Actual expenditures include non-budgeted gains on exchange of $ 717.  The AOSC Fund 
fully recovered its costs for the year 2006 and earned net income of $ 134.  Figure 6 reports on the trend in the 
 annual surplus/(deficit) over the last ten years. 
 
 FIGURE 6 
 AOSC FUND SURPLUS AND SHORTFALL AS AT 31 DECEMBER** 
 

 
** Note that the above amounts do not include the expenditure for improving the efficiency and effectiveness 
of TCB. 
 
5.1.4   During the 35th Session of the Assembly, the Administrative Commission recommended that 
the question of sharing of costs between the Regular Programme and the Technical Cooperation Programme 
be reported to the Council for review.  The Council has considered this issue and instructed the Secretary 
General to progressively allocate the identifiable costs to the AOSC Fund and the Regular Programme, as 
appropriate, in order to minimize the amount of cross-funding that was occurring between these Funds.  
During 2006, costs of $ 259 relating to Regular Programme support that has been charged to the AOSC Fund 
were charged to the Regular Programme, while an amount of $ 549 of Technical Cooperation Programme 
support costs charged to Regular Programme were charged to the AOSC Fund.  The net transfer of costs for 
2006 amounting to $ 290 has been recorded in the account subject to the Council’s approval of a new policy 
of cost recovery. 
 
5.1.5  In accordance with Assembly Resolution A35-32, an amount of $ 2 000 from the AOSC 
Fund surplus was transferred to the ICT Fund in 2006 to finance part of the cost of modernizing ICAO’s 
financial system. 
 
5.2 The Aviation Security Plan of Action 
 
5.2.1 In Resolving Clause 5 of Assembly Resolution A35-10, the Assembly urged the Council to ensure the 
long term sustainability of the Aviation Security Plan of Action by progressively, and as soon as possible, 
incorporating the funding requirements within the Regular Programme.  During 2006, the Council at its 8th 
and 14th meetings of the 176th Session took the following action: 

• approved the transfer of $ 1.06 million from the reserve of the AVSEC Plan of Action to the General 
Fund in 2006 to finance the integration of some elements of the AVSEC Plan of Action into the 
Regular Programme Budget during 2006 and 2007; 
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• appropriated under paragraph 5.2 a) of the ICAO Financial Regulations, for the financial years 2006 
and 2007, an amount of $ 0.53 million per year for the integration of part of the AVSEC Plan of 
Action, mainly the Universal Security Audit Programme (USAP), into the Regular Programme 
Budget; and 

• approved the appropriation from miscellaneous income of $ 0.5 million per year for 2006 and 2007 to 
facilitate the integration of the USAP into the Regular Programme. 

 
5.2.2 The increase of appropriation for 2006 amounting to $ 1 030 is reflected in the Statement of 
Appropriation (Statement IV). 
 
6. TECHNICAL CO-OPERATION PROGRAMME FUNDS (NON-PROPRIETARY FUNDS) 
 
6.1 The Technical Co-Operation Programme Funds are reported in Schedule C. 
 
6.2 The Financial Regulations and Rules of the United Nations Development Programme (UNDP) 
provide that executing agencies, which are organizations of the United Nations system, transmit to the UNDP 
Administrator the accounts of funds allocated to them by the UNDP Administrator and the Report of the 
External Auditor thereon for submission to the UNDP Executive Board.  The accounts for 2006 in respect of 
the UNDP projects executed by ICAO are included in Schedule C.1 of the Financial Statements of the 
Organization and the Report of the External Auditor accordingly encompasses the UNDP project accounts.  
These accounts are submitted for approval by the Assembly and subsequent submission to the Administrator 





 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

PART II:  AUDITOR’S REPORT/OPINION OF THE EXTERNAL AUDITOR 





  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

PART III:  FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2006 
 



          Sub-total
ICAO Other Trust Funds
Funds Eliminations

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

  INCOME



ST
A

T
E

M
E

N
T

 II

Technical Co-operation  
Sub-total Programme 

ICAO Funds
Funds Eliminations Total

Note 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

  ASSETS
    Cash and term deposits 3  17 996  22 609  22 442  20 868  40 438  43 477  121 116  94 712  6 762  7 530  168 316  145 719
    Accounts receivable:
        Assessed contributions receivable from Contracting States (Schedule A) 4  20 409  12 541  20 409  12 541  20 409  12 541
        Inter-fund balances  1 162  1 298  2 877  3 871  4 039  5 169  9 763  6 381   34   39 ( 13 836) ( 11 589)
        Receivables and advances 5  4 012  3 481  1 416  1 761  5 428  5 242  3 528  3 129  6 228  7 712  15 184  16 083
        Recoverable from Regional Bodies : AFCAC 6   920  1 110   920  1 110     920  1 110
    Other assets   71   112  2 154  1 313  2 225  1 425  2 225  1 425
    Derivative asset 7  6 106  10 609  6 106  10 609  6 106  10 609
    Land and Buildings, at cost  1 065  1 065  1 065  1 065  1 065  1 065

  TOTAL ASSETS  51 741  52 825  28 889  27 813  80 630  80 638  134 407  104 222  13 024  15 281 ( 13 836) ( 11 589)  214 225  188 552

  LIABILITIES
    Contributions received in advance  (Schedule A )  1 732  3 477  1 732  3 477  1 732  3 477
    Unliquidated  obligations  2 166  1 352   223   273  2 389  1 625  32 825  29 125   42   3  35 256  30 753
    Accounts payable  3 265  4 677  1 278   982  4 543  5 659  24 178  21 541   65   74  28 786  27 274
    Due to Regional Bodies : ECAC and LACAC 6  1 086   950  1 086   950  1 086   950
    Inter-fund balances  2 938  2 027  2 684  2 866  5 622  4 893  7 543  6 337   671   359 ( 13 836) ( 11 589)
    Credits to contracting\servicing Governments  (Schedule D)    4 181  2 661  4 181  2 661
    Other credit balances and provisions   38   41   38   41  2 154  1 313    2 192  1 354

 TOTAL LIABILITIES  11 187  12 483  4 223  4 162  15 410  16 645  66 700  58 316  4 959  3 097 ( 13 836) ( 11 589)  73 233  66 469

  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)  9 965  6 400  9 965  6 400  9 965  6 400
        Cumulative Surplus (Statement V)  17 414  16 264  24 401  21 308  41 815  37 572  67 707  45 906  7 658  11 872  117 180  95 350
        Working Capital Fund   6 004  6 004  6 004  6 004  6 004  6 004
        Reserved Surplus  7  6 106  10 609   265  2 343  6 371  12 952   407   312  6 778  13 264

  TOTAL BALANCE OF FUNDS  40 554  40 342  24 666  23 651  65 220  63 993  67 707  45 906  8 065  12 184  140 992  122 083

  TOTAL LIABILITIES AND BALANCE OF FUNDS  51 741  52 825  28 889  27 813  80 630  80 638  134 407  104 222  13 024  15 281 ( 13 836) ( 11 589)  214 225  188 552

 The accompanying notes and schedules are an integral part of the financial statements.
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Funds
(Refer to Schedule C)

Other Trust 

(Refer to Schedules D and E)

INTERNATIONAL CIVIL AVIATION ORGANIZATION

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
AS AT 31 DECEMBER 2006

(expressed in thousands of United States dollars)

Other ICAO

(Refer to Schedule B)

  Regular Programme
         General Fund

and Working
Capital Fund

Proprietary
Funds



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

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

 CASH FLOWS FROM OPERATING ACTIVITIES:
     Net excess (shortfall) of income over expenditure (Statement I)  4 456  4 364   978   445  5 434  4 809  28 420  25 143 ( 4 065)  3 119  29 789  33 071 
     (Increase) decrease in contributions receivable ( 7 868)   259 ( 7 868)   259 ( 7 868)   259 
     (Increase) decrease in other accounts receivable (  341)  1 257   345 ( 1 020)   4   237 (  399) (  568)  1 484   650  1 089   319 
     (Increase) decrease in other assets   41 (  59) (  841)   229 (  800)   170 (  800)   170 
     (Increase) decrease in inter-fund balances receivable   136 (  494)   994 ( 2 358)  1 130 ( 2 852) ( 3 382)  1 051   5   62 ( 2 247) ( 1 739)
     Increase (decrease) in contributions received in advance ( 1 745)   482 ( 1 745)   482 ( 1 745)   482 
     Increase (decrease) in unliquidated obligations   814 (  702) (  50) (  417)   764 ( 1 119)  3 700  5 180   39   3  4 503  4 064 
     Increase (decrease) in accounts payable ( 1 276)  1 630   296   677 (  980)  2 307  2 637 ( 12 123) (  9)   14  1 648 ( 9 802)
     Increase (decrease) in inter-fund balances payable   911 ( 3 198) (  182)  1 353   729 ( 1 845)  1 206  3 432   312   152  2 247  1 739 
     Less : Interest income (  828) (  335) ( 1 013) (  639) ( 1 841) (  974) ( 4 587) ( 3 208) (  372) (  197) ( 6 800) ( 4 379)
     Other credit balances and provisions (  3)   13 (  3)   13   841 (  229)  1 520 ( 1 390)  2 358 ( 1 606)
     (Increase) decrease in derivative asset  4 503   367  4 503   367  4 503   367 
     Other adjustments to reserves and fund balances ( 4 503) (  367) ( 4 503) (  367) ( 4 503) (  367)

  

 NET CASH FLOWS FROM OPERATING ACTIVITIES ( 5 700)  3 204   524 ( 1 717) ( 5 176)  1 487  28 436  18 678 ( 1 086)  2 413  22 174  22 578 
  

 CASH FLOWS FROM INVESTING ACTIVITIES:   
     Interest income   828   335  1 013   639  1 841   974  4 587  3 208   372   197  6 800  4 379 

 NET CASH FLOWS FROM INVESTING ACTIVITIES   828   335  1 013   639  1 841   974  4 587  3 208   372   197  6 800  4 379 
  

 CASH FLOWS FROM FINANCING ACTIVITIES:   
     Adjustment of prior periods' obligations   210   172   86   16   296   188 (  54)   242   188 
     Transfers (to)/from other funds   49   377 (  49) (  377)     
     Refund of contributions (  11)  (  11) ( 6 619)aiOther ICAO

ST
A

T
E

M
E

N
T
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INTERNATIONAL CIVIL AVIATION ORGANIZATION
STATEMENT OF CASH FLOW

FOR THE PERIOD ENDING 31 DECEMBER 2006

(expressed in thousands of United States dollars)

Funds Funds Funds



INTERNATIONAL CIVIL AVIATION ORGANIZATION

REGULAR PROGRAMME GENERAL FUND
STATEMENT OF APPROPRIATIONS

FOR THE PERIOD ENDING 31 DECEMBER 2006



 

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

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

CUMULATIVE SURPLUS

Cumulative Surplus, Beginning 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

Excess (shortfall) of Income over Expenditure  4 456  4 364   978   445  5 434  4 809  28 420  25 143 ( 4 065)  3 119  29 789  33 071

Transactions not recognized in Statement of Income /Expenditure
             
        Adjustment of prior year's expenditure   78   28   86   16   164   44 (  54)   110   44
        Write-offs (  48) (  74) (  48) (  74) (  48) (  74)
        Cancellation of prior year's unliquidated obligations   180   218   180   218   180   218
        Appropriations carried over from prior year  6 400  1 978  6 400  1 978  6 400  1 978
        Appropriations carried over to following year ( 9 965) ( 6 400) ( 9 965) ( 6 400) ( 9 965) ( 6 400)
        Refund of contributions (  11) (  11) ( 6 619) ( 3 963) ( 6 619) ( 3 974)



Schedule A III-6

INTERNATIONAL CIVIL AVIATION ORGANIZATION

REGULAR PROGRAMME
ASSESSMENTS RECEIVABLE FROM CONTRACTING STATES

AND CONTRIBUTIONS RECEIVED IN ADVANCE
AS AT 31 DECEMBER 2006

(in thousands of United States dollars)

General Fund

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

Scales 
2006

Assessments
2006

Contributions 
Received for 

2006

Balance of 
Assessments 

Receivable for 
2006

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   36   9   27   27
ALBANIA 0.06   36   36   36
ALGERIA 0.07   42   42
ANDORRA 0.06   36   36
ANGOLA 0.06   36   16   20   20

ANTIGUA AND BARBUDA 0.06   36   36   472   1   509
ARGENTINA 0.72   435   435
ARMENIA 0.06   36   36
AUSTRALIA 1.61   973   973   979
AUSTRIA 0.71   429   429

AZERBAIJAN 0.06   36   36
BAHAMAS 0.06   36   36   11
BAHRAIN 0.06   36   36
BANGLADESH 0.08   48   48
BARBADOS 0.06   36   36   36

BELARUS   (*) 0.06   36   36   129   165
BELGIUM 0.81   489   489
BELIZE 0.06   36   36
BENIN   (*) 0.06   36   36   152   152
BHUTAN 0.06   36   36

BOLIVIA 0.06   36   35   1   1
BOSNIA AND HERZEGOVINA 0.06   36   36
BOTSWANA 0.06   36   36
BRAZIL 1.37   828   828   551
BRUNEI DARUSSALAM 0.06   36   36   36

BULGARIA 0.06   36   36
BURKINA FASO 0.06   36   36   158   158
BURUNDI 0.06   36   36   20   20
CAMBODIA  (*) 0.06   36   36   219   255
CAMEROON 0.06   36   36

CANADA 2.49  1 504  1 504
CAPE VERDE 0.06   36   36
CENTRAL AFRICAN REPUBLIC   (*) 0.06   36   36   321   321
CHAD 0.06   36   36   257   257
CHILE 0.30   181   181

CHINA 1.84  1 111  1 111
COLOMBIA 0.23   139   91

  36   36   36
ESTONIA 0.06   36   36
ETHIOPIA 0.06   36   36
FIJI 0.06   36   36
FINLAND 0.45   272   272

FRANCE 5.08  3 069  3 069
GABON 0.06   36   36   80   80
GAMBIA 0.06   36   36   272   308
GEORGIA 0.06   36   36   402   402
GERMANY 7.09  4 283  4 283
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(continued)

INTERNATIONAL CIVIL AVIATION ORGANIZATION

REGULAR PROGRAMME
ASSESSMENTS RECEIVABLE FROM CONTRACTING STATES

AND CONTRIBUTIONS RECEIVED IN ADVANCE
AS AT 31 DECEMBER 2006

(in thousands of United States dollars)

General Fund

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

Scales 
2006

Assessments
2006

Contributions 
Received for 

2006

Balance of 
Assessments 

Receivable for 
2006

Balance of Prior 
Years' 

Assessments 
Receivable

Balance of 
Advances due to

the Working 
Capital Fund

Total Balances 
Receivable

Contributions 
Received in 

Advance

GHANA 0.06   36   36
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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 Schedule B.1) (Refer Annex C) 2006 2005

INCOME AND EXPENDITURE

     INCOME

          Contributions  73 2 612  640 503 3 828 3 713
          Earmarked Contributions 1043 1 043 1 105
          Other Income
                   Administrative fee revenue 7 806 7 806 6 196
                   Interest income  95 398 12  251 257 1 013  639
                   Revenue-generating and cost recovery  activities 2 238 2 238 1 903
                   Miscellaneous 341  146  487 1 011

TOTAL INCOME 2 406 4 394  652 8 203   760 16 415 14 567

     EXPENDITURE

          Salaries and common staff costs 1 090 3 004 447 7 045 742 12 328 11 206
          General operating expenses  502  345  847  876
          Travel  65 1 113  112 16 1 306 1 762
          Equipment  25 32   27 6  90  62
          Administrative overhead charges 37 10  47  4
          Other (Note 15)  114 158  545 2 819 212

TOTAL EXPENDITURE 1 796 4 344  447 8 074   776 15 437 14 122

NET EXCESS (SHORTFALL) OF INCOME 
         OVER EXPENDITURE   610   50   205   129 (  16)   978   445

BALANCE OF FUNDS
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TCB Administrative 
Efficiency / and Operational TOTAL
Efectiveness Services Cost

Fund Fund 2006 2005

INCOME AND EXPENDITURE

     INCOME

          Other income
                   Administrative fee revenue 7 806 7 806  6 196
                   Interest income  251  251   142
                   Miscellaneous  146  146   815

TOTAL INCOME 8 203 8 203  7 153

     EXPENDITURE

          Salaries and common staff costs 7 045 7 045  6 276
          General operating expenses  345  345   261
          Travel  112  112   208
          Equipment  27  27
          Other  (refer Note 15)  5  540  545   28

TOTAL EXPENDITURE  5 8 069 8 074  6 773

NET EXCESS (SHORTFALL) OF INCOME 
         OVER EXPENDITURE (  5)   134   129   380

BALANCE OF FUNDS
        Adjustment of prior year's income (  92) (  92)
        Adjustment of prior year's unliquidated obligations/ expenditure  41  41   12
        Transfers to/from other funds  102 ( 2 102) ( 2 000)
        Fund balances, beginning of period  122 7 948 8 070  7 678

BALANCE OF FUNDS, END OF PERIOD   219  5 929  6 148  8 070

ASSETS, LIABILITIES AND
FUND BALANCES

ASSETS

          Cash and term deposits 4 146 4 146  4 913
          Accounts receivable
                   Inter-fund balances  219 1 603 1 822  3 526
                   Receivables and advances  609  609   785
          Other assets 2 154 2 154  1 313

TOTAL ASSETS  219 8 512 8 731  10 537

LIABILITIES

          Unliquidated obligations  62  62   50
          Accounts payable        Fu0794 TD
(          Accounts receivabl  Unliquidated o.0 -gations)8       2 1 Tf
-32.5833 -2.2381 T9e1829.3*
[77926
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Trust Funds and
United Nations Management ICAO Objectives Civil Aviation TOTAL
Development Service Implementation Purchasing Services
Programme Agreements Mechanims Fund





SCHEDULE C.1.1 III-13

INTERNATIONAL  CIVIL  AVIATION  ORGANIZATION

UNITED  NATIONS  DEVELOPMENT  PROGRAMME
EXPENDITURE  BY  COUNTRY  AND  REGION

FOR  THE  PERIOD ENDING  31  DECEMBER  2006

(in thousands of United States dollars)

COUNTRY 2006 2005

Botswana 1                  (41)                   
Colombia (248)             1                      
Ecuador 457 1 433

Equatorial Guinea 747              423                  
Ethiopia 3                  (1)                     
Indonesia 3                  15                    

Lebanon (5)                     
Peru (2)                     
Somalia 3 449 3 187

             Country Total 4 412 5 010

REGION

Latin American
   and the Caribbean 170              171                  

SUB-TOTAL 4 582 5 181

Support costs 438              409                  

GRAND TOTAL 5 020 5 590



SCHEDULE C.2 III-14

INTERNATIONAL CIVIL AVIATION ORGANIZATION

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

FOR THE PERIOD ENDING  31 DECEMBER 2006

(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 01.01.2006 Contributions Income Costs Overhead Funds Contributions 31.12.2006

AFGANISTAN MSA*    44   331   14   228   18   143
ARGENTINA  MSA *  2 252  5 965   289  6 651   407 (  153)  1 295
ARGENTINA (DA)   212   10   222
BAHAMAS (DCA)   62   2 (  15)   49
BANGLADESH   16   1   17
BARBADOS   63   3   4   1   61
BHUTAN MSA*   11   8   1   2
BOLIVIA   106  2 017  1 633   145 (  2) (  71)   272
BOSNIA AND HERZEGOVINA   12   6   1   17
BOTSWANA  1 192   54   309   31   906
BRAZIL (CART)  MSA *   190   3   3 (  176)   14
BRAZIL (SSA)  MSA *   316   16 (  13)   319
BRAZIL (DAC)  MSA *  1 482  6 849   487  6 017   290   184  2 695
BRAZIL (DECEA)  MSA *  3 003  2 104   549  3 944   188   5  1 529
BRAZIL (ITCM)  MSA * (  57)   3 (  60)
BRAZIL (INFRAERO)  MSA *   133   27   93   4   63
CHINA   33   2   35
COLOMBIA MSA*   5   43   44   2   2
COSCAP (BAG)  BANJUL ACCORD GROUP MSA*   848   379   36   498   50   715
COSCAP (BAG)  IFFAS GRANT MSA*   126   6   126   6  
COSCAP (CEMAC) REG. CENTRAL AFRICA MSA*  1 130   24  1 154
COSCAP (CIS)  IFFAS GRANT MSA*   2   91   4   95   2
COSCAP (LAM) EC GRA MSA*   55   6   49   4   8
COSCAP (NA) EC GRA MSA* (  214)   252   70   4 (  36)
COSCAP (SA) EC GRA MSA*   22   94   7   187   13 (  77)
COSCAP (SA)  IFFAS GRANT MSA*   86   3   64   3   22



III-15 SCHEDULE C.2
 (continued)

INTERNATIONAL CIVIL AVIATION ORGANIZATION

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

FOR THE PERIOD ENDING  31 DECEMBER 2006

(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 01.01.2006 Contributions Income Costs Overhead Funds Contributions 31.12.2006

NIGERIA (FAAN) MSA *   189   6 (  94)   101
NIGERIA (NAMA) MSA *   26   2   1   27
OMAN   169   287   17   256   25   192
PANAMA  4 154  8 152   728  8 939   406  3 689
PANAMA  MSA*   97   5   102
PANAMA (DGAC) MSA *   205  1 594   20   693   61  1 065
PERU  MSA*  1 535  4 782   6  4 901   401  1 021
PHILIPPINES   692  1 008   54   212   28 (  25)  1 489
PHILIPPINES  (TRAINAIR) MSA *   33   2   12   2   21
REGIONAL   (AFRICA) MSA*   648   34   130   13   539
REGIONAL  (ASIA)  MSA*   79   57   4   84   7   14   63
REGIONAL (ASIA)   520   442   26   333   33   622
REGIONAL (BOEING)   13   164   3   57   6 (  95)   22
REGIONAL (BOEING)  MSA*   99   8   52   6   49
REGIONAL   (CAFAC) MSA*   519   24   176   23   344
REGIONAL   (CASP-ASIA/PACIFIC)   239   449   17   258   26   421
REGIONAL (EC GRANT)  MSA*   118   6   116   8  
REGIONAL  (EGNOS)   584   25   28   444   33   160
REGIONAL   (EUR) MSA*   58   2   25   2   33
REGIONAL (LATIN AMERICA)   687   572   39   528   53   2   719
REGIONAL   (MID) MSA*   131   976   24   484   48   599
REGIONAL   (MID RMA) MSA*   210   4   214
REGIONAL (REDDIG)   501   443   16   480   37   443
REGIONAL (SOUTH ASIA) (COSCAP)   647   488   37   325   42   35   840
REGIONAL (SOUTH EAST ASIA) (COSCAP)   415   168   22   268   35   25   327
REGIONAL SPAIN   59   2   31   2   28
ROMANIA  MSA*   39   2 (  1)   42
RUSSIA MSA*   91   3   67   7   20
RWANDA MSA*   91   2   43   4   46
SAUDI ARABIA (GCCC)   225  1 734   26  1 596   61
SAUDI ARABIA  MSA *  4 405  3 653   664  3 351   335 ( 1 596)  3 440
SINGAPORE   148   171   7   136   14   176
SOMALIA  4 178  4 096   270 ( 5 440)  3 104
SRI LANKA   37 (  9) (  1) (  35) (  1)   11
SRI LANKA MSA*   397   13   86   9   315
SUDAN MSA*   35   1   36
SUDAN (PEACE KEEPING) MSA*   15   1 (  16)
SYRIAN ARAB REP. (AL-MEZZAH AIRPORT) MSA *   15   1   16
SYRIAN ARAB REPUBLIC (DGCA) MSA *   116   6   122
THAILAND (MTC)   16   1   17
THAILAND  MSA*  2 544   70   82  1 939   193   564
UNITED ARAB EMIRATES  MSA *   52   1 (  21) (  74)  
UNITED REPUBLIC OF TANZANIA  MSA*   75   1   59   6   11
UNMIK-KOSOVO  MSA*   892   355   44   830   83   378
VENEZUELA MSA* ( 1 308)  2 558   5   5  2 149 (  899)
VIETNAM   13   1   14
LUMP-SUM CONTRACTS   207   538   15   305   30   15 (  3)   437
OTHER MSA AND TRUST FUNDS **   202   2   16   31   1 (  22)   166

TOTAL

 47 276  124 310  5 282  96 331  7 263 (  57) ( 6 619)  66 598

  *   Management Service Agreements
 **   Summary of fifty-nine funds with either year end balances or transactions during the year of less than ten thousands dollars.



SCHEDULE C.3 III-16

Refund Balance
of as at

Fund Contributions 31.12.2006

AFGHANISTAN   33   2   4   31

BANGLADESH   219   11   230

BRAZIL   5  2 106   21 ( 2 122)

CAPE VERDE   200   9   148   8   53

CUBA   15   45   1   1   51   9
DEMOCRATIC  PEOPLE'S
   REPUBLIC OF KOREA   68   3   71

ETHOPIA   49   31   69   24 (  20)   145

INDIA   21   174   3   166   10   22

LESOTHO   143   7   150

LIBYAN ARAB  JAMAHIRIYA   11   1   12

LIBYAN ARAB JAMAHIRIYA (CAD)   17   1   1   17

LIBYAN ARAB JAMAHIRIYA (CAHI)   12   1   1   12

LIBYAN ARAB JAMAHIRIYA (LAA)   19   1   20

MACAU   7   3   4

MOZAMBIQUE   17   1   18

MYANMAR   602   30   632

NIGERIA   2   37   2   57   20

NIGERIA (NAMA)   42   2   44

PAKISTAN   21   1   22

PERU   67   3   70

REGIONAL CAEP ET STUDY   34   2   36

SUDAN   83   8   91

SURINAME   6   6

SYRIAN ARAB REPUBLIC   417   94   47   5   459

TRINIDAD AND TOBAGO   8   38   32   106   10 (  38)

UNMIK KOSOVO   401   54   455

URUGUAY   724   10   158   9   567

YEMEN   22   1   23

OTHER CAPS FUNDS *   1   1   2

TOTAL  2 540  1 012   350  2 802   96   57  1 061

 *   Summary of eight funds with year end balances and transactions during the year of less than five thousands dollars

Transfer
from or
to Other
Funds

Income Expenditure

Contributions
and Other

Income
Project
Costs

InterestBalance
as at

01.01.2006
Administrative

Overhead

INTERNATIONAL CIVIL AVIATION ORGANIZATION

(in thousands of United States dollars)

FOR THE PERIOD ENDING 31 DECEMBER 2006
SCHEDULE OF INCOME, EXPENDITURE AND FUND BALANCES

CIVIL AVIATION PURCHASING SERVICE FUNDS



SCHEDULE D III-17

INTERNATIONAL  CIVIL  AVIATION  ORGANIZATION

OTHER TRUST FUNDS MANAGED ON BEHALF OF THIRD PARTIES
SCHEDULE  OF  INCOME,  EXPENDITURE,  ASSETS,  LIABILITIES  AND  FUND  BALANCES

FOR   THE   PERIOD   ENDING  31  DECEMBER  2006

(in thousands of United States dollars)

North
Atlantic

Administrative Fee Danish Icelandic Height
Public for Joint Joint Financing Joint Financing Monitoring TOTAL

International Key Financing Agreement Agreement System
Registry Directory Agreements Fund Fund Fund 2006 2005

INCOME AND EXPENDITURE

     INCOME
        Assessed contributions     306   94   400   489
        Contributions   200   85   285   800
        Other Income
                Administrative fee revenue   479   479   480
                Interest  income   3   32   10   31   64   110   250   127
                User charges  5 702  28 417   386  34 505  35 676
                Miscellaneous   150

TOTAL INCOME   203   117   489  6 039  28 575   496  35 919  37 722

     EXPENDITURE
        Salaries and common staff costs (including expert fees)   149   680   301  1 130   498
        General operating expenses   6   6
        Travel   3   4   11   5   23   44
        Service Costs  
                 Estimated service costs for current year    6 372  29 410   840  36 622  32 919
                 Settlement of service costs for prior year   (  184)  2 260   411  2 487  1 065
        Other   17   285   47   349   420

TOTAL EXPENDITURE   175   684   597  6 235  31 670  1 256  40 617   34 946

     NET EXCESS (SHORTFALL) OF INCOME OVER EXPENDITURE   28 (  567) (  108) (  196) ( 3 095) (  760) ( 4 698)  2 776

BALANCE OF FUNDS
        Adjustment of prior year's unliquidated obligations/ expenditure (  54) (  54)
        Fund balances,  beginning of period   47   709   15  1 466  5 821  1 941  9 999  7 223

BALANCE OF FUNDS, END OF PERIOD   75   88 (  93)  1 270  2 726  1 181  5 247  9 999

ASSETS, LIABILITIES AND FUND BALANCES  

     ASSETS

        Cash and term deposits   214   306   172   716  1 196  1 300  3 904  5 307
        Accounts receivable
                  Assessments receivable   15   2   17
                  Advances to servicing Governments  2 065
                  Inter-fund balances   14   3   6   11   34   39
                  Accounts receivable and advances   1   1   100  1 012  5 026   71  6 211  5 647

TOTAL ASSETS   215   307   286  1 746  6 230  1 382  10 166  13 058

     LIABILITIES

        Unliquidated obligations   42   42   3
        Accounts payable   1   64   65   74
        Inter-fund balances 139 177   315   631   321
        Credits to contracting Governments (Schedule D.1)   42  1 502  1 544  2 110
        Credits to servicing Governments   434  2 002   201  2 637   551
 
TOTAL LIABILITIES   140   219   379   476  3 504   201  4 919  3 059

     BALANCE OF FUNDS
             Represented by:
                Cumulative surplus   75   88 (  93)  1 137  2 452  1 181  4 840  9 687
                Reserved surplus   133   274   407   312

TOTAL BALANCE OF FUNDS   75   88 (  93)  1 270  2 726  1 181  5 247  9 999

TOTAL LIABILITIES AND BALANCE OF FUNDS   215   307   286  1 746  6 230  1 382  10 166  13 058

 



Balances
at beginning of period Balances at end of period

for 2006 received Receivable (Credits) 

BELGIUM (  102) (  4) (  14) (  92) 
CANADA (  65)   119    52    2  
CUBA (  4) (  4) 
DENMARK   10    10  
EGYPT   3    3  

FINLAND (  21)   4  (  17) 
FRANCE   103    103  
GERMANY   185    185  
GREECE (  29)   6  (  23) 
ICELAND   35    35  

IRELAND   32    32  
ITALY   49    49  
JAPAN (  31)   9  (  22) 
KUWAIT (  3)   5    2  
NETHERLANDS   80    80  

NORWAY   4    4  
RUSSIAN FEDERATION (  85)   16  (  69) 
SINGAPORE (  40)   29  (  11) 
SLOVAKIA
SPAIN (  11)   11  

SWEDEN   9    9  
SWITZERLAND   25    25  
UNITED KINGDOM   310    310  
UNITED STATES   787    787  

(  391)  1 827   1 592    82  (  238) 

Equivalent in U.S. dollars (  62)   306    271    15  (  42) 

Agreement
Contributions

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 2006
SC

H
ED

U
LE  D

.1

( in thousands of Danish Kroner )

Assessments

III-18

(Credits)

Transfer from (to)
Icelandic

Joint Financing 



Balances at end of period
for 2006 Receivable (Credits) 

BELGIUM   2 (  2)
CANADA (  211)   7 (  195)   9
CUBA (  3) (  3)
DENMARK (  12)   1   2 (  9)
EGYPT (  5)   1 (  4)

FINLAND (  19)   1 (  18)
FRANCE (  58)   9   17 (  32)
GERMANY (  159) (  2)   31 (  130)
GREECE (  23) (  23)
ICELAND (  42)   1   6 (  35)

IRELAND (  21) (  1)   5 (  17)
ITALY (  13)   1   8 (  4)
JAPAN (  24)   1 (  23)
KUWAIT (  8) (  8)
NETHERLANDS   1   1

NORWAY (  11)   2   1 (  8)
PAKISTAN   5   3   2
RUSSIAN FEDERATION (  30) (  30)
SINGAPORE (  13)   9 (  4)
SLOVAKIA

SPAIN (  13) (  13)
SWEDEN (  23)   2   1 (  20)
SWITZERTLAND (  26)   7   4 (  15)
UNITED KINGDOM (  473)   9   50 (  414)
UNITED STATES (  861)   39   130 (  692)

( 2 048)   94  (  191)   263   2 ( 1 502)

 SC
H

ED
U

LE  D
.1

(continued) 

received (Refunded)

Balances
at beginning of period Joint Financing

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 2006

( in thousands of United States dollars )

Assessments Contributions

III-19

Agreement

Danish

(Credits)

Transfer to (from)
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The Technical Co-operation Programme (TCP ) Funds reflect the technical co-operation projects administered 
by ICAO on behalf of third parties and financed by governments and other contributors.  They include United 
Nations Development Programme (UNDP) arrangements and projects managed under Trust Funds agreements, 
Management Service Agreements (MSA) and Civil Aviation Purchasing Services Agreements (CAPS).  The 
financial transactions relating to the UNDP programme comply with both ICAO and UNDP directives. 
Trust Fund and MSAs are designed to cover a broad range of technical co-operation services and the 
CAPS agreements are designed to provide procurement services.  ICAO also enters into Technical Cooperation 
agreements referred to as Lump Sum Contracts with Contracting States.  These contracts differ from MSA and 
Trust Fund agreements in that they are for a short duration and for a fixed contract amount.  Under or over 
recovery of actual expenditure is reflected in the Administrative and Operational Services Cost (AOSC) Fund. 
 
Other Trust Funds comprise funds for special activities managed by ICAO on behalf of third parties, including: 
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c)  Income Recognition 
 
 i) Assessed Contributions 
 

Income from assessed contributions represents a legal obligation of Contracting States, 
which is recognized as income in the year for which the assessment is levied.  No provision 
is made for delays in the collection of assessed contributions. 

 
 ii) Contributions and Earmarked Contributions 
 

Income from such contributions are recognized when cash is received, except when 
otherwise specified by agreement. 

 
 iii) User Charges 
 
 Income from user charges is recognized on an accrual basis. 
 
d)  Expenditure Recognition 
 
Expenditure includes the amounts for goods supplied and services rendered, as well as amounts of legal 
obligations arising from orders placed and contracts awarded during the financial period for which funds have 
been provided in approved budgets of the current year.  The amount pertaining to the outstanding legal obligation 
for goods and services not yet received are reflected as liabilities for unliquidated obligations.  Any unliquidated 
obligation remains from twelve to twenty four months after the end of the financial period of its establishment, 
and when no longer valid, is cancelled and credited to surplus and is reflected as an adjustment of prior year’s 
unliquidated  obligations. 
 
Under joint financing agreements, service costs for the current year are estimated by the Governments providing 
the services and ved budget o6c0.0005 2t and is reflect1 -1-1..  Noe cu
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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.  The Organization does not recognize 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 on a funding basis 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)  
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5. ACCOUNTS RECEIVABLE AND ADVANCES 
 
The balance of accounts receivable and advances comprises: 
 
         2006   2005 
    Employees    2 187 1 817 
    UN Agencies    3 420   3 178 
    User Charges    6 198   5 629 
    Others    3 379   5 459 
    Total   15 184 16 083 
 
6. EXPENSES RECOVERABLE FROM AND DUE TO THE REGIONAL BODIES OF AFCAC, 
 LACAC AND ECAC 
 
ICAO provides secretariat services for the African Civil Aviation Commission (AFCAC), the Latin American 
Civil Aviation Commission (LACAC), and the European Civil Aviation Conference (ECAC).  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: 
 

  
 AFCAC LACAC ECAC 

Balance due from (to) 
   at 31 December 2005 $ 1 088  $ 22    $ (950) 

 
Add: Payments made  
   in 2006  249  162   2 935 

 
Less: Amounts 
   received in 2006  (417)  (253)   (3 002) 
 
Balance due from (to) 
   at 31 December 2006         $ 920       $  (69)    $ (1 017) 

 
 
7. DERIVATIVES FOR EXCHANGE RISK HEDGING 
 
a)  Forward Purchase of Currency 
 
In 2004, ICAO entered into forward purchase contracts for the purchase of CAD$ 170 163 for the 2005 to 2007 
triennium at an average exchange rate of CAD$ 1.32 to U.S.$ 1.00.  In 2006, CAD$ 56 976 were received at an 
actual cost of U.S.$ 43 191. 
 
In 2006, EURO € 3 239 were received at an actual cost of U.S.$ 3 994, to protect the budget of two Regional 
Offices that are being affected by the variation of the U.S. dollar vis-à-vis the Euro. 
 
When covered by forward purchase contracts, disbursements are reflected at the forward rate rather than at the 
UNORE.  Differences between the forward rate and the UNORE in respect of Canadian dollars forward 
purchased amounted to a credit of $ 7 171 in 2006 (a credit of $ 3 839 in 2005).  Of the total amount, a credit of 
$ 6 454 (credit of $ 3 455 in 2005) is reflected in the expenditure of the Regular Programme and a credit of $ 717 
(credit of $ 384 in 2005) is reflected in the AOSC Fund on the same basis, prorated on the basis of utilization of 
Canadian dollars and Euro forward purchased. 
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The notional amount of Canadian dollar and EURO forward contracts purchased in 2004, 2005 and 2006 for 
delivery during the period 1 January 2007 to 3 December 2007 are as follows: 
 

 
As at 31 December 2006, the UNORE for the Canadian dollar and Euro were respectively 1.16 (1.17 in 2005) 
and 0.760 (0.845 in 2005).  Applying these rates on the notional amounts of forward contracts held and not 
exercised resulted in an unrealized gain of $ 6 106 ($ 10 609 in 2005), which is recorded as a derivative asset and 
the corresponding amount as reserved surplus. 
 
b)  Currency held for Hedging of TCP Procurement 
 
During 2006, no currency was purchased to hedge Purchase Orders for the Technical Co-operation Programme.  
Currency balances pertaining to hedges of prior years, amounting to EURO € 557 and CAD$ 146, were held in 
banks as at 31 December 2006. 
 
8. 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.  Contributions in kind are not recorded in the accounts 
but presented for information purposes below. 
 
The estimated fair value of the contributions in kind, based on the lease contracts or on the estimated market 
value when there is no lease, is shown as follows: 
 

 2006      2005      
Canada $ 12 493 $ 11 413 
Egypt 120 120 
France 626 554 
Peru 49 41 
Senegal 42 37 
Thailand         906     1 082 
 $ 14 236 $13 247 

 
The Government of Mexico provides a cash contribution towards the rental and utilities costs of the 
Regional Office in Mexico City.  The contribution in 2006 amounted to U.S.$ 98 ($ 92 in 2005).  Included in the 
contribution from Canada is an amount equivalent to U.S.$ 1 467 from the Government of Quebec towards 
provision of premises in the Bell Tower office for the Headquarters in Montreal. 
 
b)  Other ICAO Proprietary Funds 
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9. 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 
$ 13 700 as at 31 December 2006 ($ 13 400 as at 31 December 2005).  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 2006, valued at the average historical cost 
of the benefit.  The actual amount paid in the current year amounted to $ 1 500 ($ 1 391 in 2005). 
 
End of service benefit entitlements accrued to AOSC Fund staff are estimated at $ 4 000  as at 31 December 2006 
($ 4 300 as at 31 December 2005).  The actual amount paid for the year ended 31 December 2006 was $ 
221 ($ 40 for 2005). 
 
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 medical and dental care) is estimated at 
$ 44 300  ($ 36 200 in 2005).  The liability as at 31 December 2006 is broken down between the Regular 
Programme for an amount of $ 38 500 and the AOSC Fund for $ 5 800. 
 
Health insurance coverage is available to qualified retired employees.  The total payment made in 2006 was  
$ 717 for health care benefits in respect of all eligible retirees ($ 663 in 2005).   The cost is shared between the 
Regular Programme Budget and the AOSC Fund with a pr



 III - 28 
 

 
 

 
11. LONG-TERM LEASE COMMITMENTS 
 
As at 31 December 2006, the Organization had an average commitment of approximately $ 3 707 (equivalent to 
CAD$ 4 300) per annum for 10 years, for a total commitment of $ 37 069 (equivalent to CAD$ 43 000), relating 
to its share of the basic rent and operating and maintenance costs of the Headquarters premises. 
 
As at 31 December 2006, the Organization had outstanding purchases and long term lease agreements for the 
supply of equipment and rental of facilities which are due between 2007 and 2011.  The total commitment 
amounts to $ 143.  The committed payments under leases for telephone systems, equipment and photocopier will 
be as follows: 
 

       2007       2008        2009     2010       2011      TOTAL 
               $ 89        $ 39         $ 25       $ 4          $ 2         $ 159 

 
 
12. COMMITMENTS AGAINST FUTURE FINANCIAL PERIODS 
 
The future or forward commitments that were not accrued in the accounts of the current period, as at 
31 December 2006 for the UNDP Fund comprise internationally recruited and national staff contracts amounting 
to $ 2 461 and sub-contracts amounting to $ 7. 
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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 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 
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Annex C  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 







  

INTERNATIONAL  CIVIL  AVIATION  ORGANIZATION

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

FOR   THE   PERIOD   ENDING  31  DECEMBER  2006

(in thousands of United States dollars)

Information
France Junior ICAO Italy Republic Incentive and

Arabic Chinese Edward France Professional ANC Junior Netherlands of Korea for Communication
Language Language Warner Associate Officers Fund Laurel Professional Associate Junior Settlement Technology TOTAL
Services Services Award Experts Groupe de Award Officers Experts Professional of Arrears (ICT)

Fund Fund Fund Scheme L'Environnement Fund Fund Scheme Officers Fund Account Fund 2006 2005

INCOME AND EXPENDITURE

     INCOME

        Contributions  387  111   5  503  111
        Earmarked contributions 149
        Other Income
                Interest income   1   1   1   6   1   3    132   112   257   163

TOTAL INCOME   1   1   1   393   112   3   5   132   112   760   423

     EXPENDITURE

        Salaries and common staff costs   28   134   78   79   423   742   434
        General operating expenses 266
        Travel   6   10   16   52
        Administrative overhead charges   10    10   4
        Equipment   6   6   26
        Other   1   1    2   2

TOTAL EXPENDITURE   28   135   95   79   439   776    784

     Net excess (shortfall) of income over expenditure   1 (  27)   1   258   112 (  92)   5   53 (  327) (  16) (  361)

BALANCE OF FUNDS

        Transfers to/from other funds  481 2 000 2 481 (  377)
        Adjustment of prior year's unliquidated obligation/expenditure  2  2
        Refund of Contributions (  11)
        Fund balances,  beginning of period   14   31   13   61   5   99   6 (  5)  2 571  2 243  5 038  5 787

BALANCE OF FUNDS, END OF PERIOD   15   4   14   319   112   5   7   6  3 107  3 916  7 505  5 038

ASSETS, LIABILITIES AND FUND BALANCES

     ASSETS

        Cash and term deposits   15   14   14   330   112   5   17   6  2 692  3 928  7 133  5 193
        Accounts receivable
                  Inter-fund balances     476   476   85
                  Receivables and advances   7   10   17   12

TOTAL ASSETS   15   14   14   330   112   5   17   6  3 175  3 938  7 626  5 290

     LIABILITIES

        Unliquidated obligations   10   10   15
        Accounts payable   50   50   149
        Inter-fund balances   11   10    18   22   61   88

 
TOTAL LIABILITIES   10   11   10   68   22   121   252

     BALANCE OF FUNDS



STATEMENT OF APPROPRIATION AND EXPENDITURE
AT BUDGET RATE BY MAJOR PROGRAMME - 2006

(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 Carry-over Adjusted Budget Rate Balance at

year Programmes to 2007 Appropriations  31 December 2006
(Res. A35-22 Fin. Reg. 5.6 (C 176/8, C176/14) (Fin. Reg. 5.10) (Fin. Reg. 5.6)

and SL 04/106) (C 176/14, C178/12) C-WP/12523 (C 179/17) (C 179/17)
Major Programmes November 05 (1)+(2)+(3)+(4)+(5)  (6) - (7) 

I. General Policy and Direction  1 114   145   143 (  322)  1 080  1 072   8

II. Air Navigation  9 227   707 (  169) ( 1 011)  8 754  8 732   22

III. Air Transport  5 403   535  1 030 (  254) (  745)  5 969  5 862   107



IV-7
(unaudited)

(1) (2) (3)
Site Budget Expenditures

MAJOR PROGRAMME II -  AIR NAVIGATION  71

DGCA/6 Montreal 27

Panel Meetings: - OPSP/7 Montreal  6
- AP/1 Montreal  2

MAJOR PROGRAMME III -  AIR TRANSPORT  135

Panel Meetings: - ANSEP/6** Montreal  0

AVSEC Panel: - AVSECP/18 Montreal  12

Workshops/Seminars: - FEPW Dakar  10
- AFCAC/ICAO Continental Meeting of Civil

   Aviation Statistics Tunis  5
- ICAO/ATAG/WB Development Forum Montreal  1
- WARFM** Trinidad  0
- Workshop on Air Tranport Regulation for the 

   Eastern Caribbean States Antigua  3
- ICAO Noise Certification Workshop Bangkok  8
- CAR/SAM Seminar on Quality Management and

   Cost Recovery of MET Services Santo Domingo  3

REG TFG: - AFI TFG Dakar  8
- APA TFG Bangkok  7

IETC/6** Montreal  0

AH-DE** Montreal  0

MAJOR PROGRAMME IV -  LEGAL  105

Montreal 7
SG-MR/4 Montreal  7
SG-MR/5 Montreal  7

MAJOR PROGRAMME V -  REGIONAL AND OTHER PROGRAMMES  413

ALLPIRG - ALLPIRG/5** Montreal  0

EANPG - COG/35 Helsinki  3
- EANPG/48 Paris  10

APANPIRG - APANPIRG/17 Bangkok  10

GREPECAS - ACG/6 Lima  5
- AVSEC COMM/5 Buenos Aires  6
- ATM/CNS/SG/5 Lima  18
- AGA/AOP/SG/5 Montevideo  10

NAT Systems - NAT EFG/12 Oslo  2
- NAT SARSIG/4 Reykjavik  3
- NAT SPG/42 Paris  5
- NAT ATMG/28 Oslo  2
- NAT EFG/13 Miami  6
- NAT IMG/29 Lisbon  5

ANNEX E

MEETINGS 2006

SG-MR/3

STATEMENT OF EXPENDITURES (*)
(in thousands of United States Dollars)

(*) Expenditures in Canadian dollars are reflected at the budget rate of Can.$1.32 to U.S. $1.00
(**) The total expenditure of meetings with expenditures under $1 000 is shown under one line at the bottom of the table.





 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

V - 1

REPORT OF THE EXTERNAL AUDITOR TO THE ASSEMBLY 
ON THE AUDIT OF THE FINANCIAL STATEMENTS OF THE 

INTERNATIONAL CIVIL AVIATION ORGANIZATION 
FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 

2006 
 
 
 

TABLE OF CONTENTS 
 
 
 

Paragraph 
   

   
MAIN POINTS 
 
 
INTRODUCTION 1 
 
 
SCOPE OF THE AUDIT 3 
 
 
ATTEST AUDIT RESULTS 8 
 
 
OBSERVATIONS ARISING FROM THE 2006 PERFORMANCE AUDIT  
Follow-up on the Human Resources Management—Performance Appraisal System 15 
Follow-up on the Information and Communication Technology Systems 61 
Update on the Modernization of the Financial Information Systems 78 
  
ACKNOWLEDGEMENT 98 
 
APPENDICES 



 

 

V - 2

 
 MAIN POINTS 

 
Financial statements and audit 
opinion will be issued without 
reservations. 

1. This report contains the results of our audit of the financial statements of the 
International Civil Aviation Organization (ICAO), our compliance audit of its transactions, 
and our performance audits of certain programs and activities.  

  
 2. The audit opinion on the 2006 financial statements will be issued without reservation. 
  
The new PACE system 
addresses most of our 
recommendations about the 
system components, yet some 
major challenges remain. 

3. Our 2005 audit made recommendations regarding ICAO’s human resources performance 
appraisal report system. Given the short amount of time that has passed and the complexity 
of the issues raised in our 2005 report, the overall progress in addressing our 
recommendations is satisfactory. The new performance appraisal system addresses most of 
our recommendations about the system components. However, it is too early to assess if the 
new system will be applied effectively or the extent to which it will be used by management 
as a tool to achieve results.  

  
 4. Further, some major challenges remain. These include establishing a clear definition of 

employee performance ratings, defining different levels of competencies, and training on 
how to rate and comment on performance. In addition, the Organization needs to establish a 
clear, consistent approach and format for operational planning to ensure that key tasks for 
staff are linked to operational plans and the business planning process and result in 
measurable performance.   

  
The progress made to date 
regarding ICT operations is 
only a starting point for 
responding to our 
recommendations. 

5. Our 2005 audit also expressed concerns about the appropriateness of the Information and 
Communication Technology (ICT) framework used by ICAO to support its financial 
operations. Despite some progress achieved in addressing our concerns, we found that the 
overall progress has been unsatisfactory during the past year.  

  
 6. Progress was made during the year to develop a proposed organizational structure for 

consolidating ICT operations.  Service level agreements were drafted between the ICT 
section and the bureaus and other sections, and an IT Security Officer was hired. However, 
when we completed our work in April 2007, the proposed organizational structure had yet to 
be approved.  Only 2 of the 12 service level agreements had been signed and the IT Security 
Officer has just started working at ICAO. 

  
Modernization of the financial 
information systems 

7. We noted many positive developments over the past year on the modernization of 
ICAO’s financial systems. Alternative systems have been examined, and a contract was 
awarded to Agresso, a Tier 2 Enterprise Resource Planning software supplier, for the first 
phase of the modernization project. A project plan and schedule for implementation has been 
developed, including deliverables, responsibilities, and an anticipated timeframe for delivery.  

  
 8. It will be a significant challenge to the Organization to manage the modernization project 

and to ensure that security and financial controls are properly configured. With limited 
experience in managing a project as large and complex as the Agresso system, strong 
management of the project’s implementation phase will be essential. 

  
 9. In accordance with Assembly Resolution A35-32, we determined that $440,355 of the 

expenditures incurred in 2006 for the modernization of financial and related systems were 
appropriately charged to the Information and Communication Technology Fund. 
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 INTRODUCTION 
 
 

 1. This report contains the results of our audits of the International Civil Aviation Organization 
(ICAO). It includes observations and recommendations arising from our audit of the 
Organization’s 2006 financial statements, the compliance audit of its transactions, and the 
performance audits of certain programs and activities.   
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There are no disagreements 
with management.  
 

10. We are charged with reporting any disagreements with management over auditing, 
accounting, or disclosure matters that could, individually or in aggregate, significantly affect the 
financial statements or our auditor’s report. We are also obliged to report whether we resolved 
any disagreements satisfactorily. There were no such matters to report. 

  
We have not identified any 
matters related to fraud and 
illegal acts. 

11. We are required to report on fraud and illegal acts involving senior management, as well as 
fraud and illegal acts (whether by senior management or other employees) that cause a more-
than-trivial misstatement of the financial statements. We emphasize that it is management’s 
responsibility to establish a control environment and maintain policies and procedures to help 
ensure the orderly and efficient conduct of the Organization’s business. In determining which 
internal controls it will implement to prevent and detect fraud, management should consider the 
risk that the financial statements may be materially misstated as a result of fraud. Consistent with 
International Standard on Auditing #240, during the audit we considered the possibility that fraud 
or error, if sufficiently material, might affect our opinion on the financial statements. Our audit 
procedures did not identify any matters related to fraud and/or error that should be brought to the 
attention of those charged with governance.  
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 OBSERVATIONS ARISING FROM THE 2006 PERFORMANCE AUDITS 
  
 Follow-up on the  

Human Resources Management—Performance Appraisal System 
 

  
 15. At the Council’s request, we undertook a follow-up on the progress being made toward 

the implementation of a new performance evaluation system, which we audited in 2005. 
Normally, we would not undertake a follow-up until at least two years after submitting 
recommendations, in order to give the Organization time to implement changes. 

  
 16. As part of this follow-up, we reviewed the documentation of the Performance Management 

Committee, and the new Performance and Competency Enhancement (PACE) system (which 
includes a new form, guidelines, definitions, training materials, and support information 
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 22. The Committee members started by reviewing what was happening in the UN Common 
System, particularly regarding pay-for-performance pilot projects, which must be based on a 
strong performance appraisal system. They also looked at what other UN agencies were 
doing in this area, especially those in the pilot project agencies. They also consulted a variety 
of ICAO staff. The Committee proposed a new system, PACE, which was reviewed by 
senior management before being finally approved.  

  
 23. The Performance Management Committee is continuing its work, developing more 

aspects of the system. It will also review the system after it has been used for one complete 
evaluation cycle to look for improvements. At every stage of development, the Committee 
has sought views, tested the project, sought feedback, and made changes as appropriate. 

  
Changes to the performance 
appraisal system address most 
of our recommendations 
concerning the components of 
the system. 

24. Overall, given the short time passed since we made our recommendations and the 
complexity of the issues, the progress in addressing our recommendations is satisfactory (see 
Appendix A). The new performance appraisal system addresses most of our 
recommendations concerning the components of the system. However, it is too early to 
assess the system’s effectiveness or to what extent management will use it as a tool to 
achieve desired organizational results. The review period has been changed, so that all staff 
establish their key tasks, outputs, and results anticipated for the upcoming year each January, 
with a formal review in December. This will align performance with the implementation of 
operational plans, which supports the overall ICAO Business Plan. Once the new system has 
been in place for a year, the performance appraisal on file will be used to support salary 
increases and renewal of contracts. In the interim, for 2007, the HRB will contact supervisors 
individually to confirm support for these actions.  

  
 25. At the moment, PACE does not fully address the issue of probationary periods. Since the 

probationary period for GS staff is six months, any GS staff member hired in the first six 
months of the year will complete their probationary period before the annual review in 
December. Similarly, professional staff who are hired in the latter part of a year will require a 
special follow-up, as their probationary period is one year, and a PACE evaluation completed 
in December will not allow enough time to make a final assessment on suitability. At the 
moment, for probationary employees, HRB plans to send an e-mail to their supervisors 
asking whether or not the employees successfully completed their probation. 

  
 26. In the UN system, as in many organizations, it is difficult to release someone for 
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 27. We also note that the new system will apply to all staff. While staff rules were changed 

in 2006 to include principal officers and bureau directors, we noted that, at the time of our 
audit, 5 out of 12 principal officers for whic
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 34. This is a learning year for staff. The HRB staff indicated that they are not in a position to 

assess whether the right key tasks have been entered into the system, as this is the 
responsibility of the chief or director. Nonetheless, a small group of people who have 
responsibility for the overall business planning process and some HRB members could 
formally review a sample of Part A of the PACE reports. This team should be looking at 
reporting relationships to see if clear linkages can be made from the director level, through 
the chief level, through professional staff and some general staff to achieve a particular 
objective. They could also review Part A for examples of good statements of key tasks and 
good performance indicators. This would help those involved in business planning to clarify 
approaches and build consistency; it would also help HRB improve its supporting material 
and information on developing clear tasks, outputs, and results statements.  

  
The systems implementation 
of PACE is paperless and on-
line.  

35. The new PACE system has been developed to address many of the irritants identified 
with the old performance appraisal system in the 2005 Employee Survey. Employees will 
now be able to access their own PACE reports at any time to see the status of completion 
(approval process, next steps). They will also have access to their own performance history 
on-line in subsequent years. The system automatically informs employees and their 
immediate supervisors any time action is taken on a PACE report. 

  
 36. The system has a considerable “help” function. Standard frequently asked questions 

(FAQs), the PowerPoint training presentation, and guidelines to completion are available on 
a sidebar menu. Within the program, a number of “pop-ups” are available at the click of an 
icon, providing definitions and explanations of various aspects of the system. It has been 
designed to be as easy as possible to use, for both the employee and the supervisor, as well as 
to support the ICAO strategy to make better use of technology and resources. 

  
 37. The system also has a comprehensive reporting feature so that at any time, the HRB can 

tell which percentage of PACE reports have been started or completed. Senior managers will 
have access to overall reporting as well as details by section and position. This addresses one 
of our recommendations: that reports be provided to bureau directors for their areas and to 
senior management at a global level. 

  
 38. While the entire form is now available on-line, only Part A is fully operational. Part B 

and C —the employee’s assessment against key tasks, assessment of competencies, and 
overall rating and review by the second level—is under development. The goal was to have 
Part B completed by May 2007, and to train staff in June on the next steps. The HRB has 
indicated it plans to spend more time on coaching supervisory staff on the assessment and the 
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 40. We note that this system was developed in-house, with no additional costs other than the 
staff time to do the development. It is, in our opinion, a good computer application of a 
performance evaluation system and makes good use of technology. In our view, given that 
development of this new system only started in mid-2006, ICAO is making fully satisfactory 
progress on this initiative. 

  
 41. Part A also contains information on training needs. Training needs are to be linked to, 

and in support of, accomplishment of key tasks and therefore linked to achieving the 
Business Plan. As the system is developed in the future, the HRB plans to establish a roster 
of training opportunities. However, for 2007, it will require a review of all training identified 
to establish priorities for training and to develop a budget. 

  
 42. Training has been a long-standing challenge at ICAO, as we noted in our 2003 report and 

again last year. As well as needing to have a more systematic way of collecting training 
needs, ICAO has also had a major issue with funding. We note that ICAO contracted with 
IATA to conduct a comprehensive training needs analysis in August 2006; the analysis also 
included a review of technical training—another area that had been identified as requiring 
attention. In its report, IATA recommended that ICAO establish a training budget that is 
equivalent to the UN standard. ICAO’s training budget to date has been considerably lower 
than this. 

  
 43. We stress that, as an organization operating in a highly technical and quickly changing 

environment, ICAO needs to address training needs. It is also important not to raise 
expectations in the PACE process that cannot be met due to lack of funds, as this will only 
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communicated operational plans has caused some problems in the delivery of PACE 
workshops, as employees were not clear what their key tasks should be or how their work 
supports the Organization’s results. 

  
 54. The PACE system is a means for ICAO to manage for results. To achieve this, managers 

need to ensure that their own key tasks and expected results are related to the expected 
outputs and results identified in their operational plan and that the employees reporting to 
them establish their key tasks that will ensure the manager meets his or her key tasks. 

  
 55. During our audit, we reviewed the key tasks and expected outputs/results identified for 
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planning. Second, managers are to establish key tasks for staff, ensuring they are linked to 
operational plans and result in measurable performance. If they treat this as a paper exercise 
and not a way to manage for results, then the system and process will become of little value 
or use. Managers will also need to systematically assess performance, providing training 
where improvement is needed or where new skills and knowledge are needed because of a 
changing technological environment. This latter is a major change in culture and approach to 
performance management that will require sustained attention. 

  
 Recommendations 
  
 60. We recommend the following to the Secretariat: 

 
1) Senior managers and principal officers should ensure that the new PACE system is used 
by all levels of the Organization and as a management tool to achieve the results expected in 
the Business Plan.  
 
2) A small committee with members from those working on the business planning process 
and members of the Performance Management Committee should review a sample of Part A 
of the PACE reports to ensure that there is a clear linkage within bureaus of key tasks to 
achieve stated business objectives. In the first years of implementation, it should also identify 
good statements of key tasks (using active verbs and specific, identifiable, and measurable 
outcomes) to be used as examples in training information. 
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Follow-up on the 
Information and Communication Technology Systems 

  
 Introduction 
  
 61. 
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 67. As a first step in implementing the action plan, the ICT Section engaged a consultancy firm 

to prepare an inventory of all current and planned applications and evaluate their risks in the 
areas of technology and operations. This risk assessment’s objective was to help ICAO to 
properly plan and prioritize its IT business projects and efficiently use its IT resources. 

  
 68. Given the complexity of ICAO’s computing environments and technology use, the ICT 

Section asked the consultancy firm to help it develop service level agreements for its IT 
services. Due to the Finance Branch’s interest 
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 Conclusion 
  
 76. Despite some positive developments in efforts to improve the ICT framework, we found 

that the overall progress has been unsatisfactory. The action taken to date provides the 
necessary first steps to respond to the recommendations in our 2005 report, which remain 
relevant and need to be fully addressed in the coming months. 

  
 Recommendations 
  
 77. We recommend the following to the Secretariat: 

 
1) ICAO should finalize the organization structure for consolidating its ICT operations and 
take steps to implement it.  
  
2)  ICAO should complete the service level agreements between ICT Section and the bureaus 
and other sections. Senior management should monitor how the implementation of these 
service level agreements affects the Organization and assess how it may affect the 
consolidating of ICT operations. 
 
3) ICAO should develop a work plan to address the concerns raised in our previous report 
regarding risks related to security and to establish a proper security framework and a proper 
recovery plan for ICT operations. This plan should include a timetable for addressing our 
concerns expeditiously. 
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 Update on the  

Modernization of the Financial Information Systems 
  
 Introduction 
  
 78. In April 2001 and 2003, we reported and follo
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Appendix A 
Human Resources Action Plan: A summary of progress assessed against our recommendations 
 
Recommendation Assessment of progress Actions taken 
Change the culture—performance management 
must be seen as a way to motivate staff by 
recognizing good performance and by dealing 
with those areas that need improvement.  
 
 
Make the manager/supervisor responsible for 
performance management. Employees should 
have input, but ensuring completion is a 
management responsibility. 

Slow progress  
 
 
 
 
 
Satisfactory progress 

Since the system is just being implemented, it will take time and 
consistent effort to change the culture. The key challenge is 
making the performance appraisal system one means to achieve 
results. In addition, management must take ownership of the 
process. 
 
 
Under the PACE, the manager is accountable for ensuring the 
establishment of appropriate key tasks following face-to-face 
communication with the employee. The manager will also be 
responsible for doing the assessment. However, since first 
assessments will not be done until December 2007, we are 
unable to assess their effectiveness. 
 
 
 

Change the performance appraisal cycle from 
an employee anniversary date to one date for 
all, to coincide with the fiscal year, when the 
Business Plan will be updated and reviewed.  

Fully implemented Part A (key tasks for the upcoming year) is to be done by the 
end of January, with assessments to be completed in December 
2007. For the initial year, a delay was allowed in completing 
Part A, as not all training had been completed. As of 13 April 
2007, almost all employees’ Part As had been entered into the 
system (excluding those who will retire in the upcoming year, 
and those on long-term sick leave or maternity leave, who are 
not present to complete the task). 
 

Revise the performance appraisal form to 
provide specific details on contributions of 
employees. Redesign and redefine the rating 
scale. Consider having only one overall rating 
with detailed commentary on achievements 
and competencies. To be rated above the 
“norm,” the performance must be well 
justified. 
 

Satisfactory progress The rating scale has been changed (although all key tasks and 
each competency are still assessed individually, in addition to an 
overall rating). Ratings either above or below the norm must be 
justified with specific supporting comments. 
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Refine definitions of core competencies to 
have defined levels of expected behaviours for 
different levels in the Organization, and 
identify “meet” and “exceeds” behaviours.  

Slow progress The recommendation was partially implemented. Core 
competencies are now more adequately described in observable 
behavioural terms. HRB’s plan is to further elaborate on “does 
not meet expectations,” “meets expectations,” and “exceeds 
expectations” ratings. However, this has not yet been done. 
 

Make performance reviews mandatory for all 
employees, including senior managers. 

Fully implemented This was done. However, for 2006, only 5 of 12 principal 
officers for which a PAR was issued had no performance review 
on file. For the new system, 5 bureau directors (3 acting) and 15 
out of 17 principal officers had completed Part A (key tasks, 
outputs, and results) as of 13 April 2007. This is critical to 
creating the support to change the culture; if senior managers do 
not view this as a way of achieving ICAO’s planned results, the 
system will not work. 
 

Provide training on both the Business Plan and 
the new performance management system for 
existing employees, and develop guidance for 
new employees and supervisors. 
 

Satisfactory progress Training on the new PACE system has reached all bureaus and 
all regions. The initial sessions included a section on the 
Business Plan given by the responsible manager. Training on the 
new system makes it clear that this is to be linked to the 
Business Plan, but more work needs to be done in this area. The 
new on-line system provides help for both employees and 
supervisors. 

Provide regular reports to bureau directors on 
completion rates and overall ratings, so they 
can manage the system and regular reports to 
senior management on overall performance. 
 

Satisfactory progress A report was produced for 2006. The new system has a strong 
reporting capacity, which is easy to produce and can let 
management know overall progress/completion rates for any 
branch, division, or section, and on down to individuals. 
Monitoring should be easy. 
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Appendix B 
 
Information and Communication Technology Action Plan: A summary of progress assessed against our recommendations 
  
Recommendation Assessment of Progress Actions Taken 
1. Improving the governance of IT and 
applying industry best practices 

Slow progress 
 

 

The ICAO should reinforce controls over ICT 
operations. 
 
A firm commitment is needed by senior 
management to improve information 
technology governance. 
 
The ICAO should obtain a firm commitment 
from senior managers to apply industry best 
practices and achieve a better use of resources. 
 
The ICAO should reinforce controls over ICT 
operations. 
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of reporting for duty.  Three months in advance of the end date of the one-year PACE Report, the Human 
Resources Branch (HRB) would send an e-mail reminder to the Supervisor with instructions on the 
actions to be completed and the deadlines to be respected.  Managers will be held accountable for 
respecting the deadlines and HRB will closely monitor the situation. 
 
4.7    Based on the assessment provided by the supervisor, HRB would then take the 
appropriate action to either terminate the contract of the employee or to confirm that the probationary 
period has been satisfactorily completed.  After having completed this initial one-year PACE report based 
on reporting date, the future performance of employees who have satisfactorily passed the probationary 
period would be assessed under the annual review cycle, i.e. January to December. 
 
4.8    Based on the above revised procedure, a special and separate monitoring feature will be 
programmed into the online PACE system in order to ensure timely individual follow-up for the initial 
one-year probationary report for all new staff members. 
 
4.9    In conjunction with the Staff Advisory Committee (SAC) and the Performance 
Management Committee (PMC), HRB is taking the necessary action to amend the appropriate Staff Rules 
and the guidelines for the completion of PACE reports. 
 
4.10   With regard to the completion rate for the probationary periods, as reported by the 
External Auditor, follow-up efforts have been intensified, resulting in an improvement in the completion 
rate.  The two cases identified by the External Auditor, which had not been completed, have since been 
resolved. 
 
4.11   Paras. 27 and 28  – application to all staff:  In 2006, the ICAO Service Code was revised 
to reflect that the performance of all staff members is subject to an annual performance review. However, 
as the new PACE system was implemented in early 2007, any significant change in the completion rate 
would only be seen starting in 2007.  The year 2006 was therefore a transition year. The participation and 
completion rate for all staff, including Principal Officer and Director posts, has significantly improved in 
2007 as compared to previous years.  HRB continues its efforts to obtain 100 per cent compliance. 
 
4.12   Paras. 29 to 34 – training on the new PACE system:  The training and guidance provided 
on the new PACE system has been comprehensive.  As indicated by the External Auditor, the year 2007 
is a learning year for staff and supervisors.  To date, the system has been well received, with an overall 
completion rate of 83 per cent as at 24 May 2007.  Based on the experience gained, it is expected that the 
level of comfort with the new online system, as well as the terminology used, will continue to rise and the 
wording of the key tasks, the performance measurements and the expected results and outcomes will 
become more specific. 
 
4.13   With regard to ensuring the alignment of key tasks with the ICAO Business Plan and 
units’ operational plans, HRB plans to review this matter, in conjunction with the PMC and the 
coordinating office for the Business Plan, after the initial one-year trial period of the new PACE system 
has been completed. 
 
4.14    Paras. 35 to 40 – new PACE system is paperless and on-line:  The new on-line system is 
user-friendly and has been well received by all. Part A (Performance Plan) is fully operational.  The 
development of the remaining parts on performance and competency assessment have been completed in 
May 2007 and are currently being tested.   
 
4.15    The development of the on-line and face-to-face training packages for the performance 
and competency assessment phase of the PACE will begin in June.  Training workshops will be given 
starting in July.  The training packages will also aim to provide supervisors with tools to conduct effective 
performance review discussions. 
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4.16   Paras. 41 to 43 – training needs:  The on-line PACE system has been designed to 
compile the training and staff development needs identified in Part A (Performance Plan).  This 
information, in addition to the results of the organization-wide training needs assessment conducted in 
2006, is being taken into account when planning the training activities for 2007, as well as a 
comprehensive managerial, technical and administrative training plan for the 2008-2010 triennium. 
 
4.17    The External Auditor’s comments with regard to the importance of addressing the 
Organization’s training needs are endorsed.  In light of the importance given to training, a training budget 
which would come closer to the UN standard has been included in budget proposals for the 2008 to 2010 
triennium. 
 
4.18    Paras. 44 to 49 – challenges which remain:  Work on the definition and guidelines on 
consistent application of performance ratings, as well as on the assessment of competencies, is ongoing. 
The training packages which are being developed for the second phase of implementation will cover these 
subjects and include examples. 
 
4.19    With regard to the differentiation of assessment of competencies by level or occupational 
group, HRB is consulting other UN Organizations in order to benefit from the UN Common System 
experience and best practices in this area. 
 
4.20    With regard to the consistency of performance ratings, using the reporting feature of the 
new PACE system, HRB, in conjunction with the PMC, will conduct preliminary reviews of the 
performance ratings by individual Office/Bureau and compared to other Offices/Bureaux.  An annual 
report on any anomalies will be presented to the Secretary General, along with recommendations on any 
required remedial action.  Consultation with the Senior Management Group will take place prior to taking 
action, in cases where it is felt that specific action is required niz 1 Tf
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4.24    Para. 60 - Recommendations: The Secretary General agrees with the recommendations in 
sub-paragraphs 1, 2, 5, 6 and 7 and work is ongoing in these areas. With regard to sub-paragraph 3, 
revised procedures for probationary periods as described above are recommended, whereby new 
Professional and General Service employees who are subject to a probationary period would complete an 
initial one-year PACE, starting from the date of their arrival, and that, subject to satisfactory completion 
of the probationary period, would complete future PACE reports in accordance with the January – 
December review cycle. The Secretary General also agrees with the recommendation in sub-paragraph 4, 
noting that an increased training budget has been requested for the 2008-2010 triennium.  Concerning 
sub-paragraph 8, the Secretary General also agrees with the recommendation and training on the 
preparation of standard operational plans will commence in July 2007.  The 2008 PACE reports will be 
amended to enable staff and supervisors to directly link the identified key tasks to the Strategic Objectives 
and the Supporting Implementation Strategies. 
 
 
5.     Follow-up on the Information and Communication Technology Systems 
    
5.1     Paras. 61 to 65:  ICT has prepared a detailed action plan to address the audit findings 
with emphasis on the two main issues of IT Consolidation and IT Security.  The ICT Action Plan, 
Phase 1, Management Strategy calls for the reorganization of the present ICT Section. The objective is to 
consolidate all IT resources from the Bureaux and Regional Offices under one central management. 
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5.7     All items requested by the ICT/Management Committee and the SMG before 
consolidation of IT resources have now been completed. Those items specifically include: 

 
• Service Level Agreements (SLAs); 
• IT business projects inventory; and  
• IT risk assessment. 

 
5.8    The Structure and Organization of the Secretariat (SOS) Team, constituted by the 
Secretary General, identified that organizational changes are necessary to better align the Organization to 
the six Strategic Objectives. The team recommended that the centralization of Information and 
Communication Technology activities should take place during the first phase of restructuring.  
 
5.9     Sub-paragraph 2):  With reference to service level agreements between ICT Section and 
the Bureaux and other sections, all service level agreements have been signed and are in operation. C/ICT 
monitors the IT service level status and the service has exceeded the signed agreements. A new customer 
survey has been implemented to obtain immediate feedback which is monitored by C/ICT an a daily 
basis. 
 
5.10   Sub-paragraph 3):  ICT has hired a new ICT Security Officer who started at ICAO on 
2 April 2007. The new IT Security Officer, working with ICT and the Bureaux, has completed a draft ICT 
Security Action Plan. This draft will be sent out to all the Bureaux for review. Once this document is 
approved, it will serve as a blueprint to complete the emergency and security issues. 
 
 
6.    Update on the Modernization of the Financial Information Systems 
 
6.1     The Secretary General agrees with the conclusion and recommendations of the External 
Auditor and offers the following comments specific to the recommendations in paragraph 97: 
 
6.2     Sub-paragraph 1): The Sponsors’ Group meets every other week when it receives and 
discusses the progress report provided by the Project Manager.  Issues and dependencies, if any, are 
reviewed and discussed and guidance is provided to the Project Manager.  Also, when implementation 
issues are escalated from the team leads, they are discussed in the Sponsors' Group meeting with the 
Business Owners (Chiefs of the Sections being affected by the issue in question) and decisions and 
recommendations are made and given to the Team. 
 
6.3     Sub-paragraph 2): Roles and user design discussions are being held in each of the 
detailed design sessions of the individual modules of Agresso.  A final session will be held to determine 
the final configuration of the user roles, access rights and controls to be implemented within the system. 
 
6.4     Sub-paragraph 3):  The Agresso system has a built-in, fully configurable access and data 
security module that will be tailored to meet ICAO’s requirements identified in the roles and user design 
sessions.  Access to the Agresso security system will be restricted to the super-user in charge of 
administering the Agresso system and his/her back-ups.  Roles and access rights will be monitored by the 
module super-users and the system administrator. 
 
 

— END — 
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