ANNUAL REPORT



02

MESSAGE FROM THE CHAIR OF THE BOARD

| am very pleased to be reporting on the activities of the Bermuda Civil Aviation Authority (BCAA or
the Authority) for the 1st April 2025 to 31st March 2026 fiscal year — my first full year as Chair of the
organisation’s Board.

Over this time, the Authority continued to be dedicated to fulfilling its primary responsibility of regulating and
providing safety oversight for the aviation industry in Bermuda as well as the aircraft on the Bermuda Registry.

| am extremely proud of the diligent efforts of the BCAA's management and staff as we work together to
navigate the uncertainties that we face — from the ongoing sanctions against Russia as a result of the war

in Ukraine to the increases in the cost of living that are affecting everyone. The Authority is responding to these
challenges in a variety of ways. As BCAA Director General Thomas Dunstan describes in his message, the
organisation’s business development team continues to focus on building brand awareness and attracting
registrants from new jurisdictions, and the Board fully supports these initiatives. The Board was also pleased
to be able to provide BCAA staff with some assistance with their day-to-day expenses. In May 2025, we approved
a one-time stipend to offset the rising cost of health insurance premiums and during the holiday season,

we approved gift certificates for staff, redeemable at a local grocery store.

During the year, we sensibly and strategically reduced our headcount by not replacing retirees and
departing employees. Additionally, we relocated to new premises to achieve meaningful cost savings.

The Board would like to extend heartfelt congratulations to Thomas Dunstan on being named one of the
Top 10 Aviation Regulators Enhancing Global Connectivity 2025 in Timeiconic Magazine. This recognition
reflects not only Thomas’s vision, but also the strengths of the entire BCAA team in shaping the future of
aviation regulation.

In closing, | thank my colleagues on the Board for their enduring support and dedication in helping guide
the BCAA through these turbulent times. To the Authority’s management and staff: | am grateful for your
consistent loyalty and hard work in fulfilling the organisation’s mandate, and look forward to our
continued journey together.

e

Paul Scope
Chair of the Board
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MESSAGE FROM THE DIRECTOR GENERAL

The year ended 31st March 2026 was marked by determination and resilience as the Authority continued to focus on the
organisation’s mandate to regulate and provide safety oversight of aviation in Bermuda and all aircraft on the Bermuda Registry.
Using a deliberate strategy to identify and develop new avenues for revenue generation, management and staff worked
tirelessly over the year to ensure the Authority’s ongoing success.

In last year’s Annual Report, | mentioned that Kyle James, BCAA's Business Development Manager, had relocated to Dubai in the
United Arab Emirates. As a result of that move, Kyle has been well-situated to explore the range of opportunities available in the
region to build awareness about the BCAA and our value proposition. Our goal is geographic diversification, with an emphasis
on expanding our presence in specific regions — Africa, the Asia-Pacific, the Middle East and China — and Kyle and our business
development specialists supported those efforts by attending a number of aviation conferences through the year.

For example, at the Growth Frontiers conference in Riyadh in April 2025, the BCAA team welcomed the chance to connect
with aviation leaders, explore the region’s latest advancements and discuss how the Authority can support the evolving needs
of local businesses. BCAA seized similar opportunities to forge relationships with regional aviation leaders and operators at the
Asian Sky Forum in Bangkok in June, the Aviation Africa Summit & Exhibition in Kigali in September, the Corporate Jet Investor
(CJI) Asia Conference in Singapore in September and the Philippine Aviation Summit in October.

In addition, we explored the latest technologies and innovations shaping the aviation industry at the Dubai Airshow in November
and attended CJI Saudi Arabia in Riyadh in December. Finally, at CJI London in February 2026, we took part in “The Regulator
Perspective” panel which discussed the strengths of different registries and aimed at helping operators determine which makes

the most sense for them.

Attending these events is vital to the Authority’s business development initiatives and our targeted, regional approach is
beginning to pay off: over the past year, we've seen progress and have generated new business for the Registry in the China
market. This sector has a very long sales cycle, but we are confident that our consistent, deliberate efforts — including participating
in aviation-centred events and being regularly featured in industry publications — will continue to yield positive results.

A number of other developments from the year ended 31st March 2026 bear mentioning. In June 2025, we relocated the BCAA
offices from St. George’s to Hamilton. The Authority had been headquartered in our old premises for several decades and the
building was in the process of being repurposed. This move involved a lot of sorting, organising and logistics as well as the
transfer of the IT infrastructure; many thanks to our staff who persevered through the disruption of this huge undertaking.

We also successfully negotiated with the Bermuda Public Services Union for a new collective bargaining agreement (CBA)
for BCAA staff. | am pleased to report that these negotiations went very smoothly and we were able to agree to the terms fairly
quickly. As Board Chair Paul Scope relates in his message, increases in the cost of living have been challenging for our staff;
management and the Board recognise these difficult times and have taken steps to alleviate stress on our staff — from removing
some uncertainty with a longer-term CBA to providing stipends to assist with rising health insurance premiums.

In February 2026, the BCAA Board approved the organisation’s 2026-2029 Business Plan
which included a number of important updates such as our increased emphasis on our Dubai
operations for cost-effective visibility and the continued refinement of our human resources
and technology plans.

Throughout the fiscal year we continued to lay the important groundwork for the Authority’s
transition to Centrik Aviation Software, which includes an upgraded reporting system for all
mandatory and voluntary safety occurrence reports. The implementation of this new platform
is a significant and necessary task and we look forward to the efficiencies it will bring.

Finally, | extend my gratitude to all BCAA stakeholders whose support and dedication have
remained unwavering over the past year. The Authority’s Board has provided invaluable

guidance, our staff and management have demonstrated remarkable resilience and our
customers have remained steadfast. | appreciate your ongoing loyalty.

e L=

Thomas Dunstan
Director General
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OUR DIRECTORS

Paul Scope
Chair

Kelly Francis Lynesha Lightbourne Philip Perinchief
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Jamahl Simmons Lloyd Holder Thomas Dunstan
JP, MP Ex-Officio
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OUR VISION AND MISSION

Our Vision Our Mission

To attain the highest Collaboratively, with our
international standards industry partners, we

of civil aviation whilst develop and implement
maintaining a sustainable clear regulations, procedures
aircraft register. and standards throughout

the Bermuda civil aviation
industry. Our approach is to
be responsive, proactive and
pragmatic to continuously
improve safety.
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OUR PHILOSOPHY

Putting you at the centre
of everything we do

This statement is at the core of our business philosophy
across the entire organisation. We are committed to being
the best choice for offshore aircraft registration, and it's our
belief that this endeavour begins with a customer-centric
model, focused on the customer.

With a wealth of experience and credibility in the global
aviation industry, BCAA provides you with the solution
you desire, delivered with a personalised touch.
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OUR REGISTERED AIRCRAFT
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SUMMARY OF FINANCIAL PERFORMANCE

For the year ended 31st March 2026

Operational Results

For the fiscal year ended 31st March 2026, the BCAA continued to experience declining revenues that reflect the loss
of business due to the sanctions against Russia from its invasion of the Ukraine. This revenue reduction of $139k has
lessened from the $1.57m between 2023/24 and 2024/25 due to efforts to reduce the operating deficit.

Operating revenues consist primarily of fees from the issuance of Certificates of Airworthiness and other Airworthiness
approvals along with revenues from Flight Operations licenses and permits and Registrations fees.

Total revenues were 2.2% lower than that of the previous year due to the continuing reduction in the number of aircraft
on the Bermuda Aircraft Registry as leasing companies are receiving insurance proceeds and deregistering their
aircraft which also reduced the Use of Registry fee revenue. Flight Operations revenue was slightly lower due to lower
reimbursable costs from Air Operator Certificate activities.

General Administration expenses were lower than the previous year’s and consisted of salaries and employee
benefits for twenty-five employees (a decrease of two employees from last fiscal year), travel, advertising and promotion,
communications, rent and training. Several expenses were lower than in the previous year, including salaries & employee
benefits, communications, advertising & promotion, rent and training, offset by increases in travel, materials & supplies,
Board member fees, repairs & maintenance, foreign exchange losses and miscellaneous expenses.

Professional Services consist primarily of costs for the provision of airworthiness and flight operations inspection services
by consultant inspectors, supplementing the staff inspectorate. Also included in professional services are legal, audit and
information technology consulting services. The increase in professional services fees is due to two former employees
that are now working as overseas consultants and is offset by lower Air Operators Certificate surveillance expenses
and lower legal fees.

The operating deficit was $1.9 million for the fiscal year, 35% below the budgeted deficit and 2% lower than the operating
deficit of the previous fiscal year.

In accordance with the BCAA Act 2016 the Authority is required to transfer its Net Surplus to the Consolidated Fund
of the Government of Bermuda as agreed between the Board and the Ministry of Tourism & Transport, Culture & Sport.
Since the BCAA has recorded another Net Deficit for the 2025/26 fiscal year, no transfer has been made to the
Consolidated Fund.

Financial Position

Cash balances decreased from $15.9 million as at 31st March 2025 to $14.3 million as at 31st March 2026 as the BCAA
continues to use its cash reserves to fund operations. The amount Due to the Consolidated Fund of the Government
of Bermuda has been decreased by the annual deficits for fiscal years 2022/23 to 2025/26.
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EXECUTIVE SALARIES

As at 31st March 2026

(USD Equivalent $197,448)

Director General $243,144
Director of Operations $189,297
Director of Airworthiness £149,900
Director of Finance $189,297
Director of Human Resources $177,640
Director of Safety Oversight $177,640
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P.O. Box HM 1363
Hamilton HM FX
BERMUDA CIVIL AVIATION AUTHORITY Bermuda

T +1 441 293 1640
E info@bcaa.bm

Management’s Responsibility for the Financial Statements

These financial statements have been prepared by management, who are responsible for
the reliability, integrity and objectivity of the information provided. The preparation of
financial statements necessarily involves using management’s best estimates and
judgments, where appropriate.

Management is responsible for maintaining a comprehensive system of financial
management and internal controls to provide reasonable assurance that transactions are
properly authorized and recorded in compliance with legislation, assets are safeguarded, and
reliable financial records are properly maintained and available on a timely basis.

The Bermuda Civil Aviation Authority’s Board of Directors, through the Finance Committee,
are responsible for ensuring that management fulfills its responsibility for financial reporting
and internal controls. The Finance Committee meets periodically with management to
discuss matters relating to financial reporting, internal control and audits. The Finance
Committee also reviews the financial statements before recommending approval by the
Board of Directors. The financial statements have been approved by the Board of Directors
and have been examined by the Office of the Auditor General.

The accompanying Independent Auditor’s Report is presented herein.

Thomas Dunstan “Delia Basden
Director General Director of Finance

bcaa.bm



Office of the Auditor General
Reid Hall, Penthouse

3 Reid Street

Hamilton HM 11, Bermuda

Tel: (441) 296-3148

Fax: (441) 295-3849
Email: oag@oagbermuda.bm
Website: www.oagbermuda.bm

INDEPENDENT AUDITOR’S REPORT

To the Minister of Tourism and Transport, Culture and Sport
Opinion

I have audited the financial statements of the Bermuda Civil Aviation Authority, which comprise the statement of
financial position as at March 31, 2026, and the statements of operations and accumulated surplus, change in net
financial assets and cash flow for the year then ended, and notes to the financial statements, including a summary
of significant accounting policies.

In my opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Bermuda Civil Aviation Authority as at March 31, 2026, and the results of its operations, changes in its net
financial assets and its cash flow for the year then ended in accordance with public sector accounting standards
generally accepted in Bermuda and Canada.

Basis for Opinion

I conducted my audit in accordance with auditing standards generally accepted in Bermuda and Canada. My
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of my report. I am independent of the Bermuda Civil Aviation Authority in
accordance with the ethical requirements that are relevant to my audit of the financial statements in Bermuda, and
I have fulfilled my other ethical responsibilities in accordance with these requirements. I believe that the audit
evidence [ have obtained is sufficient and appropriate to provide a basis for my opinion.

Other Information

Management is responsible for the other information. The other information comprises the Bermuda Civil
Aviation Authority’s Annual Report but does not include the financial statements and my auditor's report thereon.
The Bermuda Civil Aviation Authority’s Annual Report is expected to be made available to me after the date of
this auditor’s report. My opinion on the financial statements does not cover the other information and I will not
express any form of assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. When I read the Bermuda Civil Aviation Authority’s Annual Report, if we conclude that
there is a material misstatement therein, I am required to communicate the matter to those charged with
governance.



Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
public sector accounting standards generally accepted in Bermuda and Canada, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bermuda Civil Aviation
Authority’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Bermuda Civil
Aviation Authority or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bermuda Civil Aviation Authority’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with auditing standards generally accepted in Bermuda and Canada will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with auditing standards generally accepted in Bermuda and Canada, I exercise
professional judgment and maintain professional skepticism throughout the audit. I also:

e Identify and assess the risks of material misstatement of the financial statements (whether due to fraud or
error), design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than from one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Bermuda Civil Aviation Authority’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going-concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Bermuda Civil Aviation Authority’s ability to continue as a going
concern. If I conclude that a material uncertainty exists, I am required to draw attention in my auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date of my auditor's report.
However, future events or conditions may cause the Bermuda Civil Aviation Authority to cease to
continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements (including the
disclosures), and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.



I communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that I identify
during the audit.

I also provide those charged with governance with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on my independence and, where applicable, related safeguards.

A further description of the auditor's responsibilities for the audit of the financial statements is located at the Office
of the Auditor General website at: www.oagbermuda.bm. This description forms part of our auditor's report.

Wyt 1.

Hamilton, Bermuda Heather Thomas, CPA, CFE, CGMA
October 16, 2026 Auditor General




BERMUDA CIVIL AVIATION AUTHORITY

Statement of Financial Position
As at March 31, 2026

FINANCIAL ASSETS

Cash and cash equivalents (Note 3)
Accounts receivable (Note 4)
Accrued interest

LIABILITIES

Accounts payable and accrued liabilities (Notes 6 and 7)
Due to the Government of Bermuda (Note 5)
Deferred revenue

Distribution to the Consolidated Fund of
the Government of Bermuda (Notes 5 and 10)

Post-employment benefits and compensated

absences (Note 7)
Life and disability benefits (Note 8)

NET FINANCIAL ASSETS
NON-FINANCIAL ASSETS

Tangible capital assets (Note 9)
Prepaid expenses

ACCUMULATED SURPLUS (Note 10)

CONTRACTUAL OBLIGATIONS (Note 14)

The accompanying notes are an integral part of these financial statements

2026 2025

$ $
14,346,268 15,916,155
730,311 1,272,739
142,598 45,396
15,219,177 17,234,290
830,905 897,878
46,233 46,264
97,938 6,200
9,210,521 11,125,281
2,003,476 1,922,828
52,461 44,321
12,241,534 14,042,772
2,977,643 3,191,518
229,832 165,354
292,525 143,128
522,357 308,482
3,500,000 3,500,000




BERMUDA CIVIL AVIATION AUTHORITY
Statement of Operations and Accumulated Surplus
For the year ended March 31, 2026

REVENUE (Note 11)

Airworthiness
Flight operations

Other income
Registrations

Safety oversight

EXPENSES

General administration (Note 12)

Professional services (Note 13)

Amortization of tangible capital assets (Note 9)
Bad debts (Note 4)

ANNUAL DEFICIT

ACCUMULATED SURPLUS, BEGINNING OF YEAR
Less: net deficit to be deducted from the amount due to

the Consolidated Fund of the Government of Bermuda
(Note 5)

ACCUMULATED SURPLUS, END OF YEAR

The accompanying notes are an integral part of these financial statements

2026 2026 2025
Budget
(Note 18)
$ S S
3,650,000 4,010,512 4,013,069
1,700,000 1,481,635 1,482,034
516,500 509,731 657,974
80,000 71,100 53,800
- - 5,025
5,946,500 6,072,978 6,211,902
7,191,500 6,271,737 6,507,703
1,582,000 1,615,402 1,541,335
98,000 63,248 71,488
25,000 37,351 45,577
8,896,500 7,987,738 8,166,103
(2,950,000) (1,914,760) (1,954,201)
3,500,000 3,500,000
1,914,760 1,954,201
3,500,000 3,500,000




BERMUDA CIVIL AVIATION AUTHORITY
Statement of Change in Net Financial Assets
For the year ended March 31, 2026

NET FINANCIAL ASSETS, BEGINNING OF YEAR
Annual Deficit

Net deficit to be deducted from the amount due to the
Consolidated Fund of the Government of Bermuda

Acquisition of tangible capital assets (Note 9)

Loss on disposal of tangible capital assets (Note 9)

Amortization of tangible capital assets (Note 9)

Change in prepaid expenses

(DECREASE) INCREASE IN NET FINANCIAL ASSETS
NET FINANCIAL ASSETS, END OF YEAR

2026 2026 2025
Budget
(Note 18)
$ $ $
3,191,518 3,191,518 3,002,522
(2,950,000) (1,914,760)  (1,954,201)
- 1,914,760 1,954,201
(134,500) (128,398) (10,144)
- 672 -
- 63,248 71,488
- (149,397) 127,652
(3,084,500) (213,875) 188,996
107,018 2,977,643 3,191,518

The accompanying notes are an integral part of these financial statements



BERMUDA CIVIL AVIATION AUTHORITY
Statement of Cash Flow
For the year ended March 31, 2026

Cash flow from Operating Activities

Annual Deficit

Adjustment for items not affecting cash:
Amortization of tangible capital assets
Bad debts
Actuarial (gain) loss
Loss on disposal of tangible capital assets

Changes in non-cash working capital:
Decrease (Increase) in accounts receivable
(Increase) Decrease in accrued interest
(Increase) Decrease in prepaid expenses
(Decrease) Increase in accounts payable and accrued liabilities
Increase (Decrease) in deferred revenue
Increase in post-employment benefits and compensated absences
Increase in life and disability benefits
Decrease in due to the Government of Bermuda

Cash applied to Operating Activities
Cash flow from Capital Activities

Acquisition of tangible capital assets

Cash applied to Capital Activities

NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR
SUPPLEMENTARY INFORMATION:
Interest received

The accompanying notes are an integral part of these financial statements

2026 2025
$ $

(1,914,760)  (1,954,201)
63,248 71,488
37,351 45,577
(52,487) 257,282
672 -
505,077 (202,442)
(97,202) 2,732
(149,397) 127,652
(66,973) 54,683
91,738 (68,200)
133,135 157,361
8,140 1,039
(31) (2,945)
(1,441,489)  (1,509,974)
(128,398) (10,144)
(128,398) (10,144)
(1,569,887)  (1,520,118)
15,916,155 17,436,273
14,346,268 15,916,155
325,482 561,844




BERMUDA CIVIL AVIATION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2026

1. AUTHORITY

The Bermuda Civil Aviation Authority (the "Authority" or "BCAA"), was established by the Bermuda
Civil Aviation Authority Act 2016 (the "Act"). The Authority is responsible for the regulation and safety
oversight of aviation in Bermuda and all aircraft on the Bermuda Aircraft Registry. Previously known
as the Department of Civil Aviation, the BCAA became an Authority on October 1, 2016.

Bermuda is a United Kingdom ("UK") Overseas Territory and although it is regulated by the UK
Department for Transport, the safety oversight system is separate from that of the UK. The regulatory
requirements are established as the Overseas Territories Aviation Requirements which are in full
compliance with the standards and recommended practices of the International Civil Aviation
Organization.

2. SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation
Pursuant to standards established by the Public Sector Accounting Board of the Chartered
Professional Accountants of Canada, the Authority is classified as an Other Government
Organization. These financial statements have been prepared by management in accordance with
public sector accounting standards ("PSAS") generally accepted in Bermuda and Canada. The
accounting policies considered particularly significant are set out below.

(b) Functional and presentation currency
These financial statements are presented in Bermuda Dollars, which is the Authority's functional
currency. All amounts have been rounded to the nearest dollar, unless otherwise indicated.

(c) Measurement uncertainty

These financial statements are prepared in accordance with PSAS generally accepted in Bermuda
and Canada. These standards require management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the year. Significant areas requiring the use of estimates include the estimated
useful lives of tangible capital assets, bad debt allowance, tangible capital assets impairment,
pension and other post-employment benefits costs.

Estimates are based on the best information available at the time of preparation of the financial
statements and are reviewed annually to reflect new information as it becomes available. Actual
results could differ from these estimates. Revisions to estimates are recognized prospectively.

(d) Foreign currency translation
Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are remeasured. Foreign
exchange gains and losses resulting from the settlement of such transactions are recognized in
the Statement of Operations and Accumulated Surplus.



BERMUDA CIVIL AVIATION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2026

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Tangible capital assets and amortization

(f)

Tangible capital assets are carried at cost less accumulated amortization and are classified
according to their functional use. Tangible capital assets are amortized from the time an asset is
substantially completed and ready for productive use. Tangible capital assets are not amortized
while under development.

The cost of tangible capital assets under development includes materials, labor and other costs
that are directly attributable to the development of an aviation management and administration
software.

Tangible capital assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable in the normal course of
business.

Amortization of tangible capital assets is calculated on a straight-line basis using the following
estimated useful lives:

Years
Computer equipment 3
Vehicle 5
Capital lease 5 or lease-term, whichever is shorter
Furniture and office equipment 5-7
Software 10

A month's amortization is charged in the month the asset is brought into use.

Asset Retirement Obligation
An asset retirement obligation is recognized when, as at the financial reporting date, all of the
following criteria are met:

o There is a legal obligation to incur retirement costs in relation to a tangible capital asset;
o The past transaction or event giving rise to the liability has occurred;

o It is expected that future economic benefits will be given up; and

o A reasonable estimate of the amount can be made.

The estimate of a liability would include costs directly attributable to asset retirement activities.
Costs would include post-retirement operation, maintenance and monitoring that are an integral
part of the retirement of the tangible capital asset. The estimate would include costs of tangible
capital assets acquired as part of asset retirement activities to the extent those assets have no
alternative use.

The carrying amount of the liability for asset retirement obligations is remeasured at each
financial reporting date and any changes to the liability are recognized at the time of
remeasurement. As at March 31, 2026 and 2025, the Authority's has determined liability is Snil.



BERMUDA CIVIL AVIATION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2026

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(8)

(h)

(i)

Accounts receivable

Accounts receivable are initially recognized at cost and subsequently carried at amortized cost,
less any impairment losses. A provision for impairment of accounts receivable is established when
there is objective evidence that the Authority will not be able to collect all amounts due according
to the original terms of the receivables. Indicators that the accounts receivable is impaired are:
significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or
financial reorganization, and default or delinquency in payments (more than 365 days overdue).
The carrying amount of accounts receivable is reduced using a provision account, and the amount
of the loss is recognized in the Statement of Operations and Accumulated Surplus. When a trade
receivable is uncollectible, it is written off against the provision account for accounts receivable.

Cash and cash equivalents

Cash and cash equivalents include all cash held with financial institutions that can be withdrawn
without prior notice or penalty, and call accounts with an original maturity of three months or less
from the date of acquisition.

Financial instruments
The Authority classifies its financial instruments under cost or amortized cost category.

i. Cashand cash equivalents
Cash and cash equivalents are recognized at cost.

ii. Receivables
Accounts receivable and accrued interest are initially recognized at cost and subsequently
carried at amortized cost, less any impairment losses.

iii. Liabilities
Accounts payable and accrued liabilities, due to the Government of Bermuda, deferred
revenue, distribution to the Consolidated Fund of the Government of Bermuda, post-
employment benefits and compensated absences and life and disability benefits, are initially
recognized at cost and subsequently carried at amortized cost.

Transaction costs related to the financial instruments are added to the carrying value of financial
instruments in the cost or amortized cost category when they are initially recognized.

Write-downs on financial assets are recognized when the amount of a loss is known with sufficient
precision, and there is no realistic prospect of recovery. Financial assets are then written down to
net recoverable value with the write-down being recognized in the Statement of Operations and
Accumulated Surplus.

Itis management's opinion that the Authority is not exposed to significant interest rate, currency
or credit risks arising from these financial instruments.



BERMUDA CIVIL AVIATION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2026

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(j) Employee benefits

Short-term employee benefits

The cost of short-term employee benefits (wages, salaries, social insurance contributions,
annual leave, bonuses and non-monetary benefits) is recognized in the year in which the
service is rendered and is not discounted. The expected cost of short-term accumulating
compensated absences is recognized as an expense as the employees render service that
increases their entitlement, or in the case of non-accumulating absences, when the absences
occur.

Post-employment benefits - pension obligations

A defined contribution plan is a pension plan under which the Authority pays fixed
contributions into a separate entity. With respect to the Authority's defined contribution plan,
the Authority pays contributions into the plan and has no further payment obligations once
the contributions have been paid. The contributions are recognized as employee benefit
expenses when they are due.

Other post-employment obligations

In addition to pension benefits, the Authority provides post-retirement benefits for health
care to qualified employees who have retired. The entitlement to these benefits is usually
conditional on the employee remaining in service up to retirement age and the completion of
a minimum service period. The expected costs of these benefits are accrued over the years of
employment using an accounting methodology similar to that for defined benefit pension
plans. Independent qualified actuaries value this obligation annually.

The present value of the obligations depend on several factors that are determined on an actuarial
basis using a number of assumptions. The assumptions used in determining the obligations for
defined contribution pension and healthcare plans include the discount rate. Any changes in these
assumptions will impact the carrying amount of obligations.

The Authority determines the appropriate discount rate at the end of each year in conjunction
with the actuary. This is the interest rate that should be used to determine the present value of
estimated future cash outflows expected to be required to settle the obligations. In determining
the appropriate discount rate, the Authority, in conjunction with the actuary, considers the
interest rates of high-quality corporate bonds that are denominated in the United States Dollar
(USD), a currency pegged to the currency in which the benefits will be paid and that have terms
to maturity approximating the terms of the related pension obligation.

Other key assumptions for pension obligations are based in part on current market conditions.
Additional information is disclosed in Note 7.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k)

()

Provisions

Provisions are recognized when the Authority has a present legal or constructive obligation
because of past events, it is probable that an outflow of resources will be required to settle the
obligation, and the amount has been reliably estimated. Provisions are not recognized for future
operating losses. Where there are several similar obligations, the likelihood that an outflow will
be required in settlement is determined by considering the class of obligations as a whole. A
provision is recognized even if the likelihood of an outflow with respect to any one item included
in the same class of obligations may be small. Provisions are measured at the present value of the
expenditure expected to be required to settle the obligation. The movement in the provision is
recognized within the Statement of Operations and Accumulated Surplus.

Revenue

Revenue comprises the fair value of the consideration received or receivable for services in the
ordinary course of the Authority's activities. The Authority recognizes revenue when the amount
of revenue can be reliably measured, and it is probable that future economic benefits will flow to
the Authority. The amount of revenue is not considered to be reliably measurable until all relevant
contingencies have been met for the Authority's activities described in Note 11. Amounts received
prior to the end of the year, which relate to revenues that will be earned in the subsequent year,
are reported as deferred revenue.

(m) Expenses

(n)

(o)

Operating expenses are reported on the accrual basis. The cost of all goods consumed, and
services received during the year are expensed. Advanced payments for goods or services to be
received in the future are recognized as prepaid expenses.

Statement of remeasurement gains and losses

A statement of remeasurement gains and losses has not been presented as the Authority does
not have any significant financial assets or liabilities that would give rise to remeasurement gains
or losses.

Future Changes in Accounting Standards

Each year new standards and amendments to standards may be issued by the Public Sector
Accounting Board of the Chartered Professional Accountants of Canada. The following standards
are not yet effective and have not been applied in preparing these financial statements. An
assessment will be done to determine the impact that these standards will have on the financial
statements.

In particular, the following accounting standards are effective for financial statements prepared
on or after April 1, 2026: The Conceptual Framework for Financial Reporting in the Public Sector,
Financial statement presentation, Section PS 1202; on or after April 1, 2029: Employee Benefits,
Section PS 3251; and on or after April 1, 2030: Tangible Capital Assets, Section PS 3150.
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3. CASH AND CASH EQUIVALENTS

Cash in bank
Call accounts

Total cash and cash equivalents

2026 2025
$ $
3,346,268 2,916,155
11,000,000 13,000,000
14,346,268 15,916,155

Cash equivalents include two (2) interest-bearing call deposits with maturities of one (1) year and
three (3) months. Upon maturity the accounts roll over. The two interest-bearing call deposits held as
at March 31, 2026 have principal amounts of $8,000,000 and $3,000,000 with interest rates of 2.792%

and 3.492%, respectively.

The $3,000,000 interest-bearing deposit represents the general reserve restricted to cover any
immediate incident expenditures prior to insurance claims and to cover expenditures in case of loss

of business per Section 16 of the Act.

4. ACCOUNTS RECEIVABLE

Accounts receivable
Allowance for impairment

Accounts receivable (net)

2026 2025
$ $
768,031 1,337,108
(37,720) (64,369)
730,311 1,272,739

The carrying amounts of accounts receivable approximate their fair value. As at March 31, 2026, trade
receivables of $243,423 (2025: $435,540) were past their due date but were not considered doubtful.

Bad debts expense for the year ended March 31, 2026 amounted to $37,351 (2025: $45,577) and is

included in the Statement of Operations and Accumulated Surplus.

Accounts receivable balances amounting to $64,000 (2025: $8,397) were written-off in the year ended

March 31, 2026.
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5. RELATED PARTY TRANSACTIONS

The Authority is related to all Government of Bermuda (the "Government") departments, ministries,
agencies, funds and quasi-autonomous non-governmental organizations under the common control
of the Government. Also, the Authority is related to organizations that the Government jointly

controls or significantly influences.

The Authority enters into transactions with these entities in the normal course of business and such
transactions are measured at the exchange amount which is the amount of consideration established

and agreed by the related parties.

The Authority had the following transactions with the Government:

2026
$
Transactions during the year:
Rent to Bermuda Land Management Company Limited* 11,327
Work permit fees* 1,015
2026
$
Balances at the end of the year:
Due to the Government of Bermuda 46,233
Distribution to the Consolidated Fund of the Government
of Bermuda 9,210,521

2025
$

61,704
4,810

2025
$

46,264

11,125,281

* Rent and work permit fees are included in General Administration expenses on the Statement of

Operations and Accumulated Surplus.

Details of distribution to the Consolidated Fund of the Government of Bermuda:

2026 2025
$ $
Balance at the beginning of the year 11,125,281 13,079,482
Net deficit to be deducted from the amount due to the
Consolidated Fund of the Government of Bermuda (1,914,760) (1,954,201)
Balances at the end of the year 9,210,521 11,125,281
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6. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

The account consists of:

2026 2025
$ S
Trade accounts payable 121,598 148,351
Accrued liabilities 236,390 349,438
Customer advances 472,917 400,089
830,905 897,878

7. POST-EMPLOYMENT BENEFITS AND COMPENSATED ABSENCES

(a) Pension plans

Defined contribution

The Authority has three different pension plans which are defined contribution plans. The
Registered Plan is for Bermudian employees and members of staff that are the spouse of a
Bermudian, and is in accordance with the National Pensions Scheme (Occupational Pensions) Act
1998. The Non-Registered pension plan which is for non-Bermudian employees and spouses
mirrors the Registered Plan in all ways except that vested contributions can be withdrawn at the
end of employment with the Authority. The plans are administered by a local pension provider.

On February 1, 2018, the Authority commenced an automatic enrollment defined contribution
pension plan for its UK-based employees. The plan is administered by a UK pension provider. The
Authority contributes 5% of the employee's salary and the employee contributes a percentage of
their salary that satisfies UK Government pension regulations. For the year ended March 31, 2026,
the amount of $34,895 (2025: $27,766) was contributed by the Authority.

The Authority has an enhanced pension plan for employees that transferred from Government to
compensate for the change from a Defined Benefit Plan to a Defined Contribution Plan. The
employee's contribution is 5% however the Authority's contribution is 12.5% or 19% depending
on the age and length of service of the employee. Employees hired since October 1, 2016 have
employee contributions of 5% and this is matched by the Authority. For the year ended March 31,
2026 the amount of $319,701 (2025: $313,812) was contributed by the Authority.
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7. POST-EMPLOYMENT BENEFITS AND COMPENSATED ABSENCES (continued)
(b) Post-employment healthcare
The Authority operates an unfunded post-employment healthcare benefit scheme. The method
of accounting, significant assumptions and the frequency of valuations are similar to those used
for defined benefit pension schemes with the addition of actuarial assumptions relating to long-

term increases in healthcare costs.

The principal actuarial assumptions at the date of valuation:

2026 2025

1. Discount Rate 5% 5%

2. Medical trend rate 7% decreasing by 7% decreasing by
1% per annum to 1% per annum to
an ultimate rate an ultimate rate
of 3% after 5 of 3% after 5
years years

Expected Average Remaining Service

Lifetime (EARSL) 5.9 years 8.6 years

The probability of various employees remaining employed and becoming eligible for post-
employment medical benefits for both males and females:

2026 2025
Age % %
25 and under 5 5
26-30 10 10
31-35 15 15
36-40 30 30
41-45 50 50
46-50 70 70
51-55 90 90
56-60 95 95

61 and over 100 100
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7. POST-EMPLOYMENT BENEFITS AND COMPENSATED ABSENCES (continued)

(b) Post-employment healthcare (continued)

The amount of $1,949,091 (2025: $1,876,974) is recognized in the Statement of Financial Position
upon the advice of a professionally qualified actuary. Further details of the valuation are

presented below:

2026 2025
$ $
Present value of obligation: Balance, beginning
of the year 1,876,974 1,464,467

Current service cost 110,700 141,634
Interest cost 93,849 73,223
Actuarial (gain) loss (56,793) 258,996
Benefits paid (75,639) (61,346)
Balance, end of the year 1,949,091 1,876,974

(c) Special retirement benefit

Employees are entitled to retirement leave benefit based upon their years of service at the time
of retirement. The retirement leave accumulates and is vested. A liability is accrued each year.
During the year, no retirement leave benefits were paid. Further details are presented below.

The principal actuarial assumptions at the date of valuation:

2026
1. Discount Rate 5%
2. Rate of Salary Increase 2.50%

2025

5%
2.50%
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7. POST-EMPLOYMENT BENEFITS AND COMPENSATED ABSENCES (continued)

(c) Special retirement benefit (continued)

Employees may leave prior to completing a sufficient number of years of service and hence forfeit
their benefit. Assumed rates of termination prior to age 70 are indicated in the following table:

2026
Males Females
Age % %
Nearest
25and
under 5 5
26-30 10 10
31-35 15 15
36-40 30 30
41-45 50 50
46-50 70 70
51-55 90 90
56-60 95 95
g\llear”d 100 100

Males
Age %
Nearest
25and
under 5
26-30 10
31-35 15
36-40 30
41-45 50
46-50 70
51-55 90
56-60 95
Lt o

2025
Females

%

5
10
15
30
50
70
90
95

100

A conservative approach is to assume all employees age 68 and over will retire immediately.

The amount of $54,386 (2025: $45,854) is recognized in the Statement of Financial Position with
the advice of a professionally qualified actuary. Further details of the valuation are presented

below:

Accrued benefit obligation
Balance, beginning of the year
Current service cost

Interest cost

Actuarial loss (gain)

Balance, end of the year

2026 2025
S $
45,854 43,718
1,933 1,664
2,293 2,186
4,306 (1,714)
54,386 45,854
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7.

8.

POST-EMPLOYMENT BENEFITS AND COMPENSATED ABSENCES (continued)

(d) Compensated absences

Full-time regular employees are eligible for a variety of benefits including Long-Term Disability
coverage, Life insurance and Accidental Death and Dismemberment insurance (Note 8), and
Medical insurance. Compensated absences include maternity leave, paternity leave, sick leave
and vacation days. These benefits are unfunded.

Maternity and paternity leave does not accumulate nor vest and therefore an expense and liability
are only recognized when extended leave is applied for and approved. There were no maternity
benefits and paternity benefits applied for nor approved during the year and therefore, no liability
has been accrued in the accounts.

Sick leave does not accumulate nor vest, and like maternity and paternity leave, a liability is
recorded only when extended leave is applied for and approved. There was no extended sick leave
applied for nor approved during the year and therefore, no liability has been accrued in the
accounts.

Vacation days accumulate and vest and therefore a liability is accrued each year. The accrued
vacation as of March 31, 2026 is $103,814 (2025: $99,773) and is included in accounts payable
and accrued liabilities.

LIFE AND DISABILITY BENEFITS

The Authority maintains a Group Life benefit plan with a local provider. The plan provides 100% salary
to an employee's beneficiaries up to the age of 65. After age 65 the benefit reduces to 50%, after age
70 the benefit is $50,000 and after age 75 the benefit terminates. The plan is supplemented for
employees transferred from the Department of Civil Aviation that are over the age of 65. The
Authority accrues the difference between the employee's salary and the benefit the Group Life
provider will pay to covered employees over the age of 65. As at March 31, 2026, this benefit was
$52,461 (2025: $44,321).
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9. TANGIBLE CAPITAL ASSETS

Furniture & Capital assets
Capital office Computer under
lease equipment equipment Software Vebhicle development** Total
$ $ $ $ $ $ $
Cost
At April 1, 2024 49,624 190,225 225,111 1,000,937 42,812 - 1,508,709
Additions - - 10,144 - - - 10,144
Disposals* - - (4,195) - - - (4,195)
At March 31, 2025 49,624 190,225 231,060 1,000,937 42,812 - 1,514,658
Additions - 5,000 16,137 - - 107,261 128,398
Disposals* (23,524) (93,090) (68,988) - - - (185,602)
At March 31, 2026 26,100 102,135 178,209 1,000,937 42,812 107,261 1,457,454
Accumulated
amortization
At April 1, 2024 49,624 168,228 208,791 812,556 42,812 - 1,282,011
Amortization - 9,622 12,817 49,049 - - 71,488
Disposals* - - (4,195) - - - (4,195)
At March 31, 2025 49,624 177,850 217,413 861,605 42,812 - 1,349,304
Amortization - 5,140 9,059 49,049 - - 63,248
Disposals* (23,524) (92,418) (68,988) - - - (184,930)
At March 31, 2026 26,100 90,572 157,484 910,654 42,812 - 1,227,622
Net Book Value
March 31, 2025 - 12,375 13,647 139,332 - - 165,354
Net Book Value
March 31, 2026 - 11,563 20,725 90,283 - 107,261 229,832

* During the year ended March 31, 2026, the Authority has written off tangible capital assets
recognizing a loss on disposal of tangible capital assets of $672 (2025: nil).

** Capital assets under development consist of costs directly attributable to the development of
an aviation management system.
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10. ACCUMULATED SURPLUS

Section 12 of the Act states that the funds of the Authority shall consist of: (a) the authorized and
paid-up capital, (b) the operating fund and (c) the reserve fund.

The paid-up capital together with the reserve fund is not to exceed the Authority's authorized capital
of $3,500,000. Any excess surplus must be paid to the Consolidated Fund of the Government of

Bermuda.

The movements in the operating fund, paid-up capital and reserve fund were as follows:

Operating Paid-up Reserve
Fund capital Fund Total
S S S S
ACCMULATED SURPLUS,
BEGINNING OF THE YEAR - 500,000 3,000,000 3,500,000
Annual deficit for the year (1,914,760) - - (1,914,760)
Net deficit to be deducted from
the amount due to the
Consolidated Fund of the
Government of Bermuda (Note 1,914,760 - - 1,914,760
5)
ACCUMULATED SURPLUS,
END OF THE YEAR - 500,000 3,000,000 3,500,000
11. REVENUE

(a) Airworthiness

These fees represent the main operational revenue of the Authority, which is generated from all
aircraft on the Bermuda Aircraft Register. Each certificate that is issued by the Airworthiness
section is associated with a fee which is governed by Air Navigation (Fees for Certificates and
Services) Regulations 2012, effective on October 1, 2012 and was subsequently superseded by Air
Navigation (Fees for Certificates and Services) Regulations 2022, effective on May 1, 2022.

In April 2023, the Authority instituted a Use of Registry fee which is levied against certain aircraft
that have expired Certificates of Airworthiness. This fee assures aircraft owners of their continued
entitlement to be registered in Bermuda and reflects the effort required from the Authority to
fulfill its regulatory accountability for those aircraft. Use of Registry fees for the year ended March
31, 2026 amounted to $570,000 (2025: $920,000).

(b) Flight operations

This source of revenue is derived from the issuance of Air Operator's Certificates, Private Aircraft
Operating Approvals, Aerial Work Permissions, Foreign Operator Permits and other Flight
Operational approvals. As of March 31, 2026, there were three active certified Air Operators, one
certified to carry out ad hoc VIP charter flights on demand, one certified scheduled passenger
carrier and one local sightseeing operator.
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11. REVENUE (continued)
(c) Registrations
These fees are derived from aircraft mortgage transcripts and registrations.
(d) Safety oversight

These fees are derived from safety oversight services provided through a secondment contract.

(e) Other Income

Other income resulted from the following:

2026 2025
$ $

Interest income 422,684 559,112
Discount received from insurance policy 56,504 28,252
Refund from legal services 14,690 -
Judgement awarded 9,120 50,000
Bad debt recovered 5,000 -
Sale of computer equipment 1,366 1,776
Discount received from general services 367 -
Refund from insurance policy - 18,834

509,731 657,974

12. GENERALADMINISTRATION
2026 2025
$ $

Salaries and employee benefits 4,625,230 4,855,159
Travel 500,658 488,797
Insurance 225,350 224,667
Communications 213,186 242,579
Advertising & promotion 179,914 253,943
Materials and supplies 115,085 86,193
Rent 88,348 97,362
Board member fees 72,000 59,250
Repairs and maintenance 81,847 42,406
Training 47,846 59,082
Bank charges and commissions 32,944 28,717
Office equipment 31,369 37,575
Miscellaneous 29,398 15,468
Foreign exchange losses 24,682 14,839
Hospitality 3,880 1,666

6,271,737 6,507,703
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13. PROFESSIONAL SERVICES

Consulting fees

Legal fees

Information technology support
Audit fees

14. CONTRACTUAL OBLIGATIONS

The Authority has entered into various contracts relating to supporting services and information
technology. These contracts have commencement terms prior to March 31, 2026 and the latest
contract termination date is March 31, 2028. The contractual obligations will become liabilities in the

future when the terms of the contracts are met.

Contractual Obligations are disclosed in the Notes to Financial Statements for three fiscal years post

year end in accordance with the following criteria:

Contracts in place as of fiscal year end, 315 March:

e If the contractual fee is a fixed monthly or annual fee, the obligation is included to the date of

the end of the contract.

e Ifthe feeis variable (or ad hoc) and not estimable, the obligation is included in the calculation
of contractual obligations using the latest month end transactional details that are available

2026 2025
$ $
1,357,504 1,243,572
104,633 146,697
91,465 89,266
61,800 61,800
1,615,402 1,541,335

after year end. No extrapolation of the fees to the end of the contract is required.

e Inthe case of a contract addendum which temporarily amends the contract rate, that rate is
used for calculations only for the period of the addendum, the obligation thereafter is

calculated using the original contract rate to the termination of the contract.

Contracts that are signed after the fiscal year end are not included in the calculation of contractual

obligations.

The remaining obligation of the contracts are as follows:

Supporting services
Information technology

2027 2028 2029
$ $ $
1,439,975 511,611 222,587

149,534 - -
1,589,509 511,611 222,587
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15. FINANCIAL RISK MANAGEMENT

The Authority has exposure to counterparty credit risk, liquidity risk and market risk associated with
its financial assets and liabilities. The Board of Directors (the "Board") have overall responsibility for
the establishment and oversight of the Authority's risk management framework. The Board has
established the Finance Committee which is responsible for developing and monitoring the
Authority's compliance with risk management policies and procedures. The Finance Committee
regularly reports to the Board on its activities. The Authority's risk management program seeks to
minimize potential adverse effects on the Authority's financial performance. The Authority manages
its risks and risk exposures through a combination of insurance and sound business practices. The
following analysis provides a measure of the risks at the reporting date, March 31, 2026.

(a) Creditrisk
Credit risk arises from cash and cash equivalents held with banks and receivables. The maximum
exposure to credit risk is equal to the carrying value (net of allowances) of the financial assets.
The objective of managing counterparty credit risk is to prevent losses on financial assets. The
Authority assesses the credit quality of counterparties, taking into account their financial position,
past experience and other factors. It is management's opinion that the Authority is not exposed
to significant credit risk.

Cash and cash equivalents
Credit risk associated with cash and cash equivalents is minimized substantially by ensuring that
these financial assets are invested with highly rated financial institutions.

. Receivables

Receivables consist primarily of trade accounts receivable from billings of services provided. The
Authority's credit risk arises from the possibility that a counterparty which owes the Authority
money is unable or unwillingto meetits obligations in accordance with the terms and conditions
in the contracts with the Authority, which would result in a financial loss for the Authority. This
risk is mitigated through established credit management techniques, including monitoring
counterparty's creditworthiness and obtaining references. As at March 31, 2026, the maximum
credit risk to which the Authority is exposed represents the carrying value of its accounts
receivable.

The amounts outstanding at the year-end were as follows:

31-60 61-90 91-120 120+
Current Days Days Days Days Total
$ S S S S S
Accounts receivable 524,608 28,779 8,456 17,586 188,602 768,031
Less: provision for bad
debts - - - - (37,720) (37,720)
Net receivables 524,608 28,779 8,456 17,586 150,882 730,311

iii. Accrued interest

Credit risk associated with accrued interest is minimized substantially by ensuring that the
two call accounts are invested with a highly rated financial institution.
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15. FINANCIAL RISK MANAGEMENT (continued)

(b) Liquidity risk

Liquidity risk is the risk the Authority will not be able to meet its financial obligations as they fall
due. The Authority's objective in managing liquidity is to ensure that it will always have sufficient
liquidity to meet its commitments when due, without incurring unacceptable losses or risking
damage to the Authority's reputation. The Authority manages exposure to liquidity risk by closely
monitoring supplier and other liabilities, focusing on receivables collection, monitoring cash
activities and projected outflows through budgeting and establishing and maintaining good

relationships with various financial institutions.

The following table sets out the expected cash flow of financial liabilities:

Within 1year 1to5 Years Over 5 years Total
S S S S

Expected cash outflow
Accounts payable and accrued

e 830,905 - - 830,905

liabilities
Due to the Government of Bermuda 46,233 - - 46,233
Distribution to the Consolidated

Fund of the Government of

Bermuda - 9,210,521 - 9,210,521
Retirement leave benefits payable - 17,137 37,249 54,386
Post-employment healthcare

payable 75,663 270,472 1,602,956 1,949,091
Life and disability benefits - - 52,461 52,461
Total expected cash outflow 952,801 9,498,130 1,692,666 12,143,597

(c) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest
rates, will affect the fair value of recognized assets and liabilities or future cash flow of the
Authority's results of operations.

(i) Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate because of changes
in foreign exchange rates. The Authority's business transactions are mainly conducted in United
States and Bermuda dollars. However, operating expenses for the UK office resulted in exposure
to currency risk. As at March 31, 2026, the Authority held approximately 1.43% (2025: 1.70%) of
its cash and cash equivalents in British pounds.

The Authority is exposed to currency risk from accounts payable denominated in foreign currency.
At the statement of financial position date, accounts payable denominated in GBP were £17,730
(2025: £14,622). A 1% increase in the value of the GBP would result in an increase in the value of
accounts payable of approximately $608.

The Authority has not entered into any agreements or purchased any foreign currency hedging
arrangements to hedge possible currency risks, as management believes that the foreign
exchange risk derived from currency conversions is not significant.
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15.

16.

FINANCIAL RISK MANAGEMENT (continued)
(c) Market risk (continued)

(ii) Interest rate risk

Interest rate risk arises from changes in prevailing levels of market interest rates. At year end, the
Authority had no significant interest rate risk exposure.

(iii) Price risk

Price risk arises from changes in market risks, other than interest rate risk and credit risk, causing
fluctuations in the fair value of future cash flow of the financial instruments. At year-end, the
Authority had no significant price risk exposure.

There have been no changes from the previous year in the exposure to risk policies, procedures and
methods to measure the above risks.

IMPACT OF RUSSIAN INVASION OF UKRAINE

Russia invaded the Ukraine on February 24, 2022 and a number of sanctions were levied against
Russia. As a result, the BCAA provisionally suspended all Russian Certificates of Airworthiness on
March 12, 2022 because the Authority could no longer be satisfied that the requirements with regard
to the airworthiness of the aircraft have been or are being complied with, in accordance with the
provision of Article 26 to the Air Navigation (Overseas Territories) Order 2013 and the Overseas
Territories Aviation Requirements (OTAR) Parts 21, 39, 43 and 145. All of these suspended Certificates
of Airworthiness expired on or before March 12, 2023 and were not reinstated. These sanctions are
still in place as at March 31, 2026.

As a result of the Russian invasion of the Ukraine and the resulting sanctions against Russia, BCAA was
required to wind-down all of its business with Russian operators. During the year ended March 31,
2026, there was Snil (2025: $nil) revenue recorded and included in the statement of operations and
accumulated surplus related to the Russian air operators.

It is management's responsibility to evaluate whether there are conditions or events, considered in
the aggregate, that raise substantial doubt about the Authority's ability to continue as a going concern
within one year after the date that these financial statements are issued.

In response to the continuing uncertain environment, the Authority has:

(i) Continued to look for ways to reduce expenses and increase revenues; and

(i) Retargeted business development activities.
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16. IMPACT OF RUSSIAN INVASION OF UKRAINE (continued)

InJuly 2022, the Ministry of Finance commissioned a Management Consulting Services feasibility study
of a merger of the Bermuda Civil Aviation Authority and the Bermuda Shipping and Maritime Authority
("BSMA") in order to explore options to reduce operating costs and increase operational efficiency. As
a result of the feasibility study, a new joint Board of Directors (the "Board") for both the Authority and
BSMA was appointed effective July 1, 2024. The new Board has been tasked with identifying potential
operational efficiencies between the two organizations.

Due to the Authority's cumulative net losses over the past three fiscal years and the limited
development of new revenue streams, the Ministry of Finance has provided annual letters of support,
with the latest dated November 13, 2025 confirming that the Government of Bermuda will provide
financial and strategic support to the Authority for a period of at least twelve (12) months from the
date of the letter.

It is recognized that the short-term viability of the Authority is contingent on its ability to generate
additional revenue and the continued financial backing of the Government of Bermuda.

17. CAPITAL MANAGEMENT

18.

The Authority's objective when managing capital is to hold sufficient accumulated surplus to enable
it to withstand negative unexpected financial events. The Authority seeks to achieve this objective by
maintaining an operating surplus. The Authority maintains sufficient liquidity to meet its short-term
obligations as they come due. The Authority is not subject to any externally imposed capital
requirements.

BUDGET

The amounts represent the operating budget which was approved by the Board on October 24, 2024.

19. SUBSEQUENT EVENTS

On May 18, 2026, the Authority implemented a new online payment processing application to replace
the former system that was sunsetted at the end of May 2026.



