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MAJORITY:   Double-weighted majority of the votes cast (Article 6.1(b) and 7.3 amended 

Convention and Article 17 of the Statute of the Agency)  
 

Please ensure that your reply or comments reach the PC/CN Secretariat by the deadline.  
If you have any questions on this proposal for approval by correspondence, you are kindly 
requested to submit them to the Secretariat as soon as possible and at the latest before 
the deadline.  

 

KEY ELEMENTS (1/2) 

On 27 March, the Agency issued an Approval by Correspondence to the PC/CN 
(App./PC/20-05 REV– DGD20_0185) seeking approval to a measure to mitigate 
the current devastating financial effects of the ongoing Covid-19 crisis on airlines 
cash flows through a temporary modification (deferral) of the latest value date by 
which payment for airspace user charges must be received for a restricted 
number of bills. The deadline for that Approval is Monday 6 April 2020.  
 
The proposal referred to above is designed to provide immediate temporary 
financial assistance to the airspace users (whose first bill of €518 million is due 
to be paid on 13 April). It is recognised that the proposal may lead States and 
their ANSPs to a cash flow shortage for the period March to June/July 2020, as 
their main source of funding currently results from the collection of charges under 
the Multilateral Agreement.  
 

…/… 

 

DEADLINE: 13/4/2020 
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KEY ELEMENTS (2/2) 

Therefore, this Approval by Correspondence is a supplementary proposal focused 
on providing optional liquidity support to States and their ANSPs, to mirror 
the financial planning outlined in the first proposal. 
 
The purpose of this second proposal paper is to seek approval from the PC/CN to: 
 
i. Approve a measure to limit the cash flow shortage resulting from deferred 

payment of route charges and lower traffic for the period March to June/July 
2020, by permitting the Agency to cover the minimum operating costs required 
by ANSPs to maintain safe services during the period when airlines are unable 
to pay (Note: This facility would be provided to any member State participating 
to the route charges system that wishes to avail of this optional financial facility 
to support their ANSPs).  

 
ii. To that effect, permit the Agency to seek a loan facility from the market 

(if available) for up to €1,270 million to facilitate this measure. 
 
This proposal to permit the Agency to seek a loan facility will require the double-
weighted majority of the votes cast in the Permanent Commission.   
 
Given the urgency of situation, the Agency is now seeking the swift approval from 
the Permanent Commission by written procedure by Monday 13 April 2020. 
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APPROVAL BY CORRESPONDENCE PC/CN  
 
 
 

1. INTRODUCTION 
 

1.1. The Agency submitted a proposal on 25 March 2020 to the President’s Bureau (the first 
proposal paper) in relation to route charges to urgently address the needs of the airline 
stakeholders, whilst at the same time, provide some financial certainty to ANSPs that 
the charges due will be paid. This proposal has now been submitted to the approval of 
the States via the approval by correspondence process:  on 27 March 2020 the members 
of the enlarged Commission, through the PC Heads of Delegation, have been invited to 
approve the proposed temporary modification of the latest value date by which payment 
must be received for a restricted number of bills (Please see App./PC/20-05 REV – 
DGD20_0185). 

 
1.2. The Agency proposal for airlines consists of a modification of the due dates by which 

payments for air navigation services must be received for the bills issued in March, April, 
May and June 2020 for the flight months February, March, April and May 2020 
respectively. The combined effect of the traffic assumptions and the modification of 
the due dates results in an estimated amount of €1,126 million of deferred route charges 
as at the end of May 2020.  

 
1.3. The bills issued for February flights will in the proposal become due on 11 November 

2020. Likewise, the bills due for April, May, and June (estimated total of €608 million), 
will be paid in 2021 (final payment in August 2021).  
 

1.4. To ensure payment by the airlines, the Agency has proposed that the following 
measures are applied: 

 
1. Interest will be applied to the airline invoice retroactively i.e. based on the original 

due date, in the event that the airline fails to meet its payment obligations in 
accordance with the new payment schedule detailed in the first proposal; 
 

2. Enforcement measures such as aircraft detention and denial of services will be 
applied as appropriate in case airlines fail to meet their payment obligation.  

 
1.5. In that same proposal, it was recognised that ANSPs must continue to be funded in order 

to ensure that they can continue to meet their States’ ICAO obligations to provide safe 
air navigation services. The European ANSPs are not able to stop air navigation services 
completely, i.e. they cannot cease operations to conserve cash. Instead, the ANSPs 
must continue to provide a (reduced) service to support air traffic requirements, 
e.g. overflights, ferry-flights, military flights, humanitarian flights and of course, 
the essential ‘All-Cargo’ operations, which are maintaining critical supply chains across 
Europe during this period. Furthermore, ANSPs must be in a position to return to full 
operations in the future.
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1.6. As well as the above, in line with traffic projections, the Agency has estimated a loss of 
cash-flow to the ANSPs of €2.7 billion in 2020 under the “Middle Scenario”, as illustrated 
in the table below. In case of the “Optimistic Scenario”, the cash flow would be reduced 
to €2.3 billion and the “Pessimistic Scenario” would result in cash flow losses of about 
€3.8 billion.  

 
1.7. The Members of the enlarged Commission were informed that the above proposal would 

be followed up by a supplementary proposal focused on providing liquidity support to 
States and their ANSPs, to mirror the financial planning resulting from this support to 
airlines and to ensure homogeneous deployment of services in the pan-European 
context during and immediately after the crisis.   

 
 
2. GENERAL CASH POSITION OF ANSPS 

 
As reported to the enlarged Committee at its November 2019 meeting, for  
the 30 States/ANSPs applying the determined cost method, the 2018 sum of 
the balances between the amounts billed and the actual costs incurred plus the Cost of 
Capital and Actual Depreciation amounts to €2.2 billion or some 29% of the amounts 
billed. For the period 2012 to 2018 inclusive, that percentage was on average 23%. 
On that basis, one could assume that, all other things being equal, there should be some 
endogenous resilience in the system to cater for a two to three months decline 
in revenues. Some ANSPs would have higher reserves and may not need to avail of 
this proposed facility.  

 
3. AGENCY PROPOSAL –  FINANCIAL SUPPORT TO STATES / ANSPS 

 
3.1. It is recognised that the first Agency proposal submitted to the members of the enlarged 

Commission on 27 March 2020 may lead States and their ANSPs to a cash flow 
shortage for the period March to June/July 2020, as their main source of funding 
currently results from the collection of charges under the Multilateral Agreement. 
The first Agency proposal stressed that a supplementary proposal should be offered as 
part of comprehensive relief package not only supporting the airlines but also States and 
their ANSPs.   
 

3.2. Therefore, the aim of this second Agency proposal is to mitigate as far as possible 
the financial impact resulting from both, the deferral of route charges resulting from 
the proposal outlined above as well as the decline in traffic. For that purpose, the Agency 
proposes to borrow a sum that would secure for the period March to June/July 2020 
the payment of a percentage of the ANSP costs to fund safe operational service 
provision activities, for States and their ANSPs part of the Route Charges System which 
so request, based on the assumptions detailed below. 
 

3.3. “Route charges” recover not only the costs of ANSPs but also other State costs and 
other provider costs (e.g. MET providers).  As a significant part of the cost base of each 
State in relation to the provision of air navigation services relates to the costs of 
the ANSPs, the starting point for the allocation of the costs is made on the basis of 
the figures of the cost structure of the ANSPs between 2018 and 2020 (Source: 
the November 2019 Reporting Tables for 2018 (latest actuals), 2019 (forecasts) and 
2020):  
 

- Staff costs: 65%  
- Other operating costs: 17%  
- Depreciation costs: 12%  
- Cost of Capital: 6% 
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3.4. Using this allocation of costs, a “minimum required” percentage was extracted based on 
an assumption as to the realistic variability of the costs in the current crisis, based on 
discussions with some ANSPs and CANSO, which has confirmed its support to 
this proposal: 

   
Costs Category Relative share Variable Minimum Required 

Staff 65% 35% 42% 
Other Operating 17% 50% 9% 
Depreciation 12% 100% 0% 
Cost of Capital 6% 100% 0% 
    
Total 100%  51% 

 
 
3.5. In line with the above, the minimum required was applied to the planned en route 

revenues for the period March to June 2020 for the 40 States part of the Route Charges 
System, in order to establish the sum which would be critical for the ANSPs to receive 
to continue operations and ensure to be in a position to resume full operations in 
the future: 

  
3.6. The Agency would accordingly propose to borrow the total minimum required: 

€1,270 million, which it would disburse, on behalf of the above-mentioned 40 States 
requesting support, to their ANSPs and other entities in line with the instructions of 
the States for the disbursement of route charges. This will enable the provision of safe 
services by the ANSPs during the period when traffic is at very low levels and airlines 
are unable to pay. The disbursement would be allocated pro-rata to the planned 
revenues for the flights of March, April and May whereas the allocation for the February 
flights wil be based on the actual bill. 

 
3.7. The deferred payments of the charges for airspace users i.e. the four instalments of 

the proposal of 25 March totalling €1,126 million (last payment by mid-August 2021) 
would be used by the Agency to meet its obligations under the loan. The remainder 
(€144 million) will, on a pro-rata base of the loan, be recovered with priority from the 
subsequent disbursements to the State/ANSPs over an expected  period of four months 
from September until December 2021. It is expected that by 31 December 2021 the loan 
should be repaid, provided enough funds through the payment of charges are collected.  
The costs associated with the loan would also be recovered from the charges collected. 
 

3.8. The sums disbursed to States and ANSPs as a result of the loan should also ensure 
that States are in a position to pay their EUROCONTROL contributions. 
[EUROCONTROL has been advised by a number of ANSPs that they are now actively 
engaged in financial planning to mitigate the liquidity crisis that they too are faced with. 
EUROCONTROL is of course also undertaking a similar exercise in order to reduce 
immediate costs]. 

                                                
1 Subject to EUROCONTROL securing the required funding facility if available in the market. 

Month Planned  En-Route 
Revenues (M€) 

Minimum 
Required (M€) 

Payment to 
STATES/ANSP1 

March 518 263 June 
April 609 309 July  
May 661 335 August 
June 715 363 September 

       
Total 2.503 1,270  
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3.9. The enforcement measures referred to under point 1.4 above, are an important element 
to ensure that the loan secured by the Agency will be fully recovered. Please note that 
the recovery rate over the last 10 years has been 99.8%, which includes the recovery of 
user charges from large international airlines that have gone bankrupt.   

 
 

4. AGENCY BORROWING FACILITY  
 

4.1. In accordance with Article 16 of the Financial Regulations, the Director General may 
borrow money in accordance within the limits determined for that purpose by 
the Commission when approving the annual budget. The Permanent Commission would 
have to approve, in these exceptional circumstances, to increase the limits of the amount 
the DG can borrow for an additional  maximum amount of €1,270 million and permit 
the DG to secure this borrowing facility from the market if available. 
 

4.2. The borrowing rules are detailed in the Rules of Application of the Financial Regulations, 
which are laid down by the DG.  In view of the urgency, it is proposed to suspend, for 
the purpose of the current proposal, the application of Article 8.2 of the Rules of 
Application (call for tenders) and to proceed, if possible, directly with the financial 
institution that is used for route charges purposes. This should speed up the process as 
it is furthermore fully aware of the financial stability of EUROCONTROL and the sums 
received through route charges. 
 

4.3. Securing this loan facility will take time (1-2 months) but due to the urgency, the process 
must commence ASAP by the Agency.  
 
 

5. RISKS 
 
The Agency has initially assessed the risks as follows: 
 
I. In the event that Member States do not approve  this proposal, the ANSPs will have 

to mitigate their cash flow shortfall through other channels, e.g. potentially direct 
State support or the use of further reserves. 

 
II. The financial sum due to be raised is significant and the funding may not be 

available at reasonable rates from the market. To mitigate, the Agency will be 
drawing attention to the fact that this is a facility to support vital European critical 
infrastructure and it will support the recovery of the aviation industry.   

 
III. It is likely that some airlines will not recover, i.e. go bankrupt. However, as indicated 

in section 3.9 above, the recovery rate over the last 10 years has been 99.8%, which 
includes the recovery of user charges from large international airlines that have 
gone bankrupt.   

 
IV. The proposal is based on the Agency’s “Middle recovery scenario”. However, in 

the event that situation is worse than that scenario, then the funds proposed may 
not be sufficient.  
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6. PROPOSED NEXT STEPS  
 

6.1. Given the urgency, the Agency is now seeking the swift approval of the PC/CN by 
Monday 13 April in relation to the recommendations set out under section 7 below.   
 

6.2. Mr Adriaan Heerbaart, Director CRCO and Finance will host a Q&A session by Webex 
on Wednesday 1 April between 10:00 – 12:00 CET with interested Member State 
representatives (Dial-in details were sent on 3 March). This Webex was set up initially 
to provide clarifications for the first proposal but will now also be used to provide 
clarifications on this second proposal.  
 

6.3. If approved, the Agency will report back regularly to the Member States (both PC and 
Enlarged Committee) on the loan development process and planned procedures.   

 
 
7. RECOMMENDATIONS  
 

The Heads of Delegation of the Provisional Council are invited to: 

a) obtain the approval of their national representative in the Permanent Commission2 
to amend the maximum amount the DG may borrow to finance the COVID-19 
Financial Relief Package in order to provide optional financial liquidity to States (and 
their ANSPs) and to authorise the DG to seek an additional loan facility for 
a maximum amount of €1,270 million; 

b) note the suspension of the application of Article 8.2 of the Rules of Application of 
the Financial Regulations with respect to this loan; 
 

c) notify the PC/CN Secretary3 of their vote no later than Monday 13 April 2020. 
 
 
Best regards, 
 

 
 
Eamonn Brennan 
Director General 

 

                                                
2  Double-weighted majority of the votes cast (Article 6.1(b) and 7.3 amended Convention and Article 17 of the Statute of the Agency). 
3  Replies to this proposal should be sent by e-mail: approvalunit@eurocontrol.int (or possibly by fax: +32 (0)2.729 90 65). 


