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THE CPVO

1.

The CPVO
A system for the protection of plant variety rights has been established by Community legislation. The
system allows intellectual property rights, valid throughout the Community, to be granted for plant
varieties.
The Community Plant Variety Office (CPVO) implements and applies this scheme. The CPVO has been
operating since 27 April 1995. On 6 December 1996, the Intergovernmental Conference of
representatives of the Member States (IGC) decided that the seat of the CPVO would be in Angers
(France). The CPVO, which is a decentralised Community agency, has its own legal status. It is selffinancing, mainly on the basis of the various fees paid.

2.

Mission of the CPVO
The CPVO was established by Council Regulation (EC) No 2100/94 of 27 July 1994 on Community plant
variety rights (OJ L 227 of 01.09.94 p.1). It was established with a view to creating a system of industrial
property rights for plants, with uniform effect in the territory of the European Union.
The mission statement below, which is broadly in line with the one defined for the period 2010-2015,
provides a clear raison d’être for the CPVO. It is on this solid basis, that the Strategic Vision is developed
and the objectives and actions over the period 2017-2021 are derived.

The mission is to deliver and promote an efficient Intellectual Property Rights system that supports the
creation of new plant varieties for the benefit of Society.
The mission of the CPVO provides an incentive to create new varieties. By protecting new varieties return
of investments to the breeder is ensured and opens the door for re-investments in the creation of new
plant varieties. This will lead to higher and more sustainable agricultural outputs and job creation as
outlined above in the introduction. This mission has many implications for how the CPVO works and
develops over time. Achieving this means we will implement high quality, robust and defendable
decisions which maintain the confidence of breeders and society as a whole. This in turn requires
recruiting and developing staff with access to cutting-edge IT tools, maintaining excellent relations with
all our stakeholders while taking our responsibility as a worldwide player in Intellectual Property Rights
for plants.

3.

Structure of the CPVO and the actors involved
 The Administrative Council: The CPVO is supervised by its Administrative Council, comprising a
representative of each Member State and a representative of the European Commission, and their
alternates. The Administrative Council advises the CPVO, formulates its general guidelines, provides
opinions, constitutes the budgetary authority of the CPVO, examines and controls both its activities and
those of its President.
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 CPVO management: the management of the CPVO is ensured by its President, nominated by the
Council of the European Union. The President takes all the necessary measures in order to produce the
budget of the CPVO and to ensure its correct implementation in the framework of the powers conferred
on him under the Community Regulations. He is assisted by a Vice-President who ensures his
replacement in case of impediment. The President has delegated some of his duties to the Vice-President.

 Internal organisation of the CPVO: The CPVO is organised internally into three units : Technical,
Administration and Legal units. There is also a service responsible for the quality auditing of examination
offices. This service is under the administrative responsibility of the President while being independent
with regard to its audit operations.

 The Board of Appeal: a Board of Appeal has been established which is responsible for deciding on
appeals made against certain kinds of decisions taken by the CPVO. The Board is made up of a Chairman
and alternate, and members chosen by the Chairman from a list (drawn up on the basis of a strict
regulatory procedure) depending on the cases under consideration. The members of the Board of Appeal
are independent.
The decisions of the Board of Appeal can be appealed against at the Court of Justice of the European
Union in Luxembourg.

 Other institutions: Various Community institutions such as the Council of the European Union, the
Court of Auditors (control of income and expenditure accounts), the European Parliament and the
European Commission interact directly or indirectly with the activities of the CPVO.
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4.

Overview Budget Implementation 2017

Introduction
In accordance with the financial regulations of the Community Plant Variety Office, the present report
provides an overview and analysis of the execution of the budget of the CPVO in 2017 as well as an
indication of the key events and developments which impact on the financial situation of the Office.
The reports shall be subject to audit by the European Court of Auditors, after which the final accounts
shall be drawn up.

Overview
The Community Plant Variety Office received 3422 applications in 2017 compared to 2016 (3299
applications). In 2017, 2865 new titles were granted. Taking into account the surrenders of older titles,
the total number titles in in force rose 25913.

Budgetary Accounts
The budgetary accounts, which are more or less a reflection of the cash receipts and expenditure for the
year, are sensitive to the timing of receipts and payments. Receipts of € 16.18 million and expenses of
€ 14.94 million meant a budget outturn of € 1.25 million positive (€ 2.13 negative in 2016). Nonbudgetary income of € 124 K lead to a net outturn of € 1.37 million positive.
The outturn increased significantly compared to 2016. Conversely the free reserve decreased in line
with the increase of the total of the open commitment for operational expenses (examinations).

Financial Accounts
The financial accounts show an economic result of € 1.04 million negative. This figure takes into account
inter alia invoices not yet received at year-end.

Budgetary Outturn
The budgetary outturn is the difference between the budgetary receipts and budgetary payments.
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Table 1 Budgetary outturn 2017

The budget out-turn for 2017 shown a significant, but forecast increase compared to 2016, mainly due
to the rise of the level of the annual fee. A decrease in administrative expenditure also contributed to
the increase of the budget outturn. Operational spending was in line with the high number of
examinations carried out.
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5.

Revenue
Table 2 Revenue breakdown

Table 3 Breakdown of fee income

The total fees received in 2017 amounted to EUR 15.99 million, representing an increase of 20.55 % in
comparison with the previous year. Due to the rise in the level of the annual fee (€330 in 2017 and €250
for 2016), annual fees increased compared to previous years, with a slightly higher number of titles in
force.
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6.

Expenditure

Execution of expenses is made using budgetary appropriations for commitments and appropriations for
payments.
For staff costs and administrative expenditure (Title 1 and Title 2) the commitment and payment budgets
are equal. This means that the amounts committed in a given year equal the amounts paid in that year
(or carried forward to be paid early in the following year as C8 Credits).
For operational expenses (Title 3 – mainly examinations), commitments can be made in one year but
payment can be spread out over a number of future years (depending on the species being examined).
For this reason, the commitment budget is different from the payment budget for operational
expenditure.

Table 4 Budgetary execution 2017

Overall as can be seen, expenditure for the year was EUR 14.94 million with a very high execution rate
for the budget (92%).

Table 5 Budgetary execution – comparison 2016 – 2017
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Table 6 Budgetary execution 2017 – Title 1: Staff expenditure

Table 7 Budgetary execution – Title 1: Staff expenditure – comparison 2016 – 2017

The salary grid for the staff of the Office, being governed by the levels set by the Council of the European
Union, is also subject to changes in line with inflation and career progression.

Table 8 Budgetary execution 2017 – Title 2: Administrative expenditure
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Table 9 Budgetary execution – Title 2: Administrative expenditure – comparison 2016 – 2017

For Administrative expenses, there were significant decreases in property costs. The decrease is mainly
due to lower spending on building as the renovation works are over.

Table 10 Budgetary execution 2017 – Title 3: Operational expenditure

Table 11 Budgetary execution – Title 3: Operational expenditure – comparison 2016 – 2017

Operational expenditure consists mainly of remuneration for Examination Offices. As there is a time lag
between commitments and payments, the decrease in the payment of this expenditure for examination
office fees is mainly due to the decrease of the amount committed in 2015 and paid in 2017.

10 | P a g e

Final accounts 2017

Table 12 Budgetary execution (commitment appropriation) 2017 – Title 3: Operational expenditure

Table 13 Title 3 – Outstanding commitments
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7.

Budget amendments and transfers

Only one budget revisions was made in 2017 covering the staff establishment plan. Figures were not
impacted.
As every year, transfers between budget lines are made where there are changes in spending.
Transfers were made from the lines for staff expenditure, studies, examination reports, publications and
advisors mainly to cover the increase of examination office fees and interim agents cost.
The table below shows the revisions and transfers for the payment budget:

Table 14 Revisions and transfers on the payment budget 2017

All transfers were signaled to the Administrative Council during the year.

For Title 1 and Title 2, the Commitment budget is subject to the same transfers as the Payment
budget as the credits are non-dissociated credits. The explanations of revisions and transfers are
mentioned on the previous paragraph.
For Title 3, revisions were made to reinforce the budget line for Interim Staff. Transfers were also
necessary to increase the budget line for travel and representation cost.

Table 15 Revisions and transfers of the commitment budget (no transfers done for title 3) 2017
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8.

Management of Carry-Over credits (C8)
Each year, for title 1 and title 2, commitments are made for which invoices have not been received at
the year-end. These amounts are shown as budget execution for the year but carried over to the
following year to be paid. As the invoice amounts are not known at the year-end, the total amount
carried over is an estimate. For budgetary reasons, it is necessary that there is a margin. When the
amount carried over is too high, the resulting “lost credits” become non-budgetary income for the
following year.
The table below shows, for the 2016 amounts carried over to 2017 for payment, there was a payment
level of 86% (€ 790 547.60) The amount unpaid which had been considered as a budgetary expenditure
in 2016 is now “non-budgetary income” for 2017and appears in the budget outturn account as such in
the table 1.

Table 16 Execution of C8 credit – 2017
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9.

Treasury reserve

Table 17 Calculation of the free reserve

The so-called free reserve is the difference between total treasury in the CPVO and the outstanding
commitments open.
The reserve of cash and cash equivalents of the CPVO at 31 December 2017 amounted to € 17.3 million
(higher than the position at the same time in 2016). However, the outstanding budgetary commitments
made with third parties (mainly with examination offices) at the same period amounted to € 17.1 million
(€ 15.9 for 2016).

The graph below shows the evolution of the free reserve since its high point in 2003.
Table 18 Evolution of the free reserve
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10.

Budgetary Principles

The following principles are applied for the implementation of the budget of the CPVO.

 Principle of unity and budget accuracy: The budget is the instrument which, for each financial year,
forecasts and authorises the revenue and expenditure considered necessary for the Office. No revenue
shall be collected and no expenditure effected unless booked to a line in the budget. An appropriation
must not be entered in the budget of the Office if it is not for an item of expenditure considered
necessary. No expenditure may be committed or authorised in excess of the appropriations authorised
by the budget of the Office.

 Principle of annuality: The appropriations entered are authorised for one financial year and must
therefore be used during that year. Commitments shall be entered in the accounts on the basis of the
legal commitments entered into up to 31 December. Payments shall be entered in the accounts for a
financial year on the basis of the payments effected by the accounting officer by 31 December of that
year at the latest.

 Principle of equilibrium: The Office’s budget revenue and expenditure must be in balance.

 Principle of unit of account: The budget shall be drawn up and implemented in euro and the accounts
shall be presented in euro. The rate of conversion between the euro and other currencies is taken from
the monthly publication .

 Principle of universality: Total revenue shall cover all expenditure. All revenue and expenditure shall be
entered in full without any adjustment against each other.

 Principle of specification: The appropriations shall be earmarked for specific purposes by title and
chapter; the chapters shall be further subdivided into articles and items.

 Principle of sound financial management: Budget appropriations shall be used in accordance with the
principle of sound financial management, that is to say, in accordance with the principles of economy,
efficiency and effectiveness.

 Principle of transparency: The budget shall be drawn up and implemented and the accounts presented
in compliance with the principle of transparency.
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11.

Budgetary Accounts

11.1 Budget Outturn Account – Detailed

Table 19 Detailed budget outturn

11.2 Budget income

Table 20 Budget income detailed

(*) rectified supplementary budget
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11.3 Budget Outturn – detailed reports
Table 21 Commitment appropriation 2017
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Table 22 Payment appropriation 2017
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Table 23 Budget outturn of non-differentiated credits carried forward (C8)
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12.

Financial Accounts:

Balance sheet
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Statement of financial performance
Table 24 Statement of financial performance
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Cash-flow (Indirect method)
Table 25 Cash flow
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Reconciliation between the economic result and the budgetary result

Table 26 Reconciliation table
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Notes to the financial accounts

Note 1 Intangible fixed assets

Note 2 Tangible Fixed Assets

In 2017, the accounting policy for the recognition of the assets has been updated. The threshold for
purchased assets has been increased from € 420 to € 5000 and for the self-developed assets software)
from € 500 000 euro to € 2 000 000.
The opening balances and comparable figures have not been recalculated while the estimated effect of
adjustment (96 577 euro) is immaterial. Assets purchased in the prior years under € 5000 (purchased
price) are still reported in the balance sheet.
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Note 3 Medium term investments

In 2017, the amount of medium term investments increased considerably at the expense of short term
investments as the rates are slightly more interesting than rates for shorten period. The increase of
medium term investments was foreseen to optimize the return, but rates are still very low. The amount
of € 7 756 500 is divided in different investments and different as it can be seen on the table below:

Note 4 Short-term receivables

Note 5 Treasury

As mentioned above, short-term investments decreased for the benefit of medium terms investments.
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Breakdown of short-term investments

Note 6 Other receivables

Interest rates are still very low and decreased in 2017. The Office expects less return on investments.

Note 7 Accrued charges and differed income

The increase of deferred income from fees was due to the increase of the number of annual fees linked
to the increase of the titles granted, but also to the accumulation of the number of examination invoiced
since 2014.
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Note 8 Current payables

Note 9 Short-term provision

Table 27 Statement of changes in net assets
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Other Disclosures

Off Balance Sheet Commitments
At the year-end there was of a total of € 16 714 440 of commitments open on title 3 (operational
expenditure) and a further € 413 757 for titles 1 and 2 carried to 2017 as C8 credits. Of this total, €
4 621 416 relates to work carried out in or before 2017 but not yet invoiced an amount for which there
is a provision in the financial accounts. The balance of € 12 506 781 relates to commitments made
which relate to work to be undertaken in the future. These commitments are existing financial
commitments for which the submission date is foreseen within the coming years. There is as of yet no
real liability yet for the Office, as the applicants could still cancel the examination before the submission
date of material. Therefore, they are taken as off-balance sheet commitments.

Contingent liabilities
The General Court has decided that the CPVO is liable for the expenses incurred by the winning parties
plus expenses incurred for the lawyer’s fees. The cost to be paid could reach up to a maximum of
100 000 €.

Related parties
As at 31 December, no related parties were identified. The key management personnel of the Office is
shown below:

Grade

N° of staff

AD15

1

AD12

1

Total

2

Post balance sheet events
There are no relevant post balance sheet events to be reported.
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Statement of financial risk - Financial Instruments
Financial instruments comprise cash, current receivables and recoverables, current payables, amounts
due to and from consolidated entities. Financial instruments give rise to liquidity, credit, interest rate and
foreign currency risks, information about which and how they are managed is set out below.
Prepayments, accrued income, accruals and deferred income are not included.

LIQUIDITY RISK
Liquidity risk arises from the ongoing financial obligations, including settlement of payables.
Bank accounts opened in the name of the CPVO may not be overdrawn. Treasury and payment
operations are highly automated and rely on modern information systems. Specific procedures are
applied to guarantee system security and to ensure segregation of duties in line with the Financial
Regulations, the internal control standards, and audit principles. The CPVO budget principles ensure that
overall cash resources for a given year are always sufficient for the execution of all payments.
Details of contractual maturities for assets and liabilities form an important source of information for the
management of liquidity risk.
The carrying amounts of financial instruments are as follows:

Financial assets: Medium term investments
The Offices has medium term investments with the financial institutions mentioned below with maturities
in the coming 5 years.

Financial assets: Cash and cash equivalent
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Financial assets: Maturity term of receivables

The table below concerns more particularly receivables from our customers.

For customers of the CPVO, the provision for potential loss is defined below.

The trend of the provision for customers linked to the fees invoiced is downward since a few years. In
2017, the provision for these clients amounts to € 9 660. The decrease is mainly due to a new decision
taken by the Board of Appeal to cancel open notes concerned by cancellation procedure.

30 | P a g e

Final accounts 2017

Financial liabilities: Maturity of liabilities
The following table takes into account the treasury received for charge accounts and the amounts due
to suppliers. There is a significant decrease of the payables as only 2 charge accounts out of 14 are still
be used but should be closed in 2018.

CREDIT RISK
Credit risk is the risk of loss due to a debtor's non-payment or other failure to meet a contractual
obligation. The default events include a delay in repayments.
Treasury resources are kept with commercial banks. The CPVO recovers fees from clients and ensures
appropriate cash management in order to maintain a minimum cash balance on its bank accounts. This
is with a view to limit its risk exposure. The overall treasury balances fluctuated between approximately
€ 16 Million and € 20 Million.
In addition, specific guidelines are applied for the selection of commercial banks in order to further
minimise counterparty risk to which the CPVO is exposed. Commercial banks are selected by call for
tenders.
The minimum short-term and credit rating required for admission to the tendering procedures is “A-1”
(S&P), “P-1” (Moody’s) or “F13 (Fitch Rating).

Credit quality of financial assets
CPVO financial assets and their related risk are outlined in the table below.
For Member State receivables, this refers to VAT to be recovered. The receivables with third parties
concerned medium term investment for 7 756 500 €, 119 143.59 € for deferred charges already paid in
2017; income to be received (interests from investments) in 2018 from 2017 for 36 855.19 €.

The maturity of medium terms investments can be seen under the item of “liquidity risk”.

MARKET RISK
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risk comprises three types of risk: currency risk, interest
rate risk, and other price risk.
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Currency exposure
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates
The CPVO has no exposure to non-EURO currencies. All balances are in EURO and should be paid in
EURO.

Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.
The CPVO does not borrow any funds. As a result it is not exposed to interest rate risk. It does, however,
earn interests on investments. As mentioned on under the item “credit risk”, to limit the risk, investments
are made with banks having a minimum rating of “A-1” (S&P), “P-1” (Moody’s) or “F13 (Fitch Rating).
Investments are based on fixed rated pre-determined at the beginning of the investing period.

Other price risk
Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk).
The CPVO is not concerned by this risk.
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Summary of main accounting principles

In accordance with the Financial Regulation (EC, Euratom) n°1605/2002 of the Council of 25 June 2002,
amended by Council Regulation (EC, Euratom) n° 1995/2006 of 13 December 2006 and (EC) n°
1525/2007 of 17 December 2007, the CPVO's financial statements 1 for the financial year 2017 are
prepared on the basis of the EC Accounting Rules which adapt the International Public Sector Accounting
Standards (and in some cases the International Financial Reporting Standards) to the specific
environment of the Communities2, while the "Reports on implementation of the budget" continue to be
primarily based on movements of cash.
The accounts are prepared for the financial year running from 1 January 2017 to 31 December 2017.

Accounting Principles
The objective of the financial statements is to provide information about the financial position,
performance and cash flows of an entity that is useful to a wide range of users. For the CPVO, the
objectives are more specifically to provide information useful for decision-making, and to demonstrate
the accountability of the entity for the resources entrusted to it.
In accordance with Article 143 and Article 144 of the Financial Regulation the CPVO applies the following
accounting principles in drawing up the financial statements:









going concern basis
Prudence
consistent accounting methods
comparability of information
materiality
no netting
reality over appearance
accrual-based accounting

1

The Financial Statements comprise the balance sheet, the statement of financial performance, the cash flow table,
the statement of changes in net assets and explanatory notes.
2

The accounting rules adopted are inspired by International Public Sector Accounting Standards (IPSAS) issued by
the International Federation of Accountants or, in their absence, the International Financial Reporting Standards (IFRS)
issued by the International Accounting Standards Board.
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Balance Sheet
Assets
 Assets are recorded as such based on a threshold of EUR 5000.

Intangible Fixed Assets
 Acquired computer software licenses are stated at cost less accumulated amortisation and impairment
losses. The assets are amortised on a straight-line basis over their estimated useful lives, being 4 years.
 Should the software be developed internally, it is recorded at its directly attributable costs of
development, the threshold being EUR 2 000 000. However, in accordance with international accounting
standards, this can only be done if these costs can be measured reliably.

Property, plant and equipment
 All property, plant and equipment are stated at historical cost less accumulated depreciation and
impairment losses. Historical cost includes expenditure that is directly attributable to the acquisition of
the asset.
 Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Agency and its cost can be measured reliably. Repairs and maintenance are charged in the statement
of financial performance during the financial period in which they are incurred.
 Land is not depreciated as they are deemed to have an infinite life. Assets under construction are not
depreciated as these assets are not yet available for use. Depreciation on other assets is calculated using
the straight-line method to allocate their cost to their residual values over their estimated useful lives,
as follows:

Depreciation rates:
Type of asset

Straight line
depreciation rate

Buildings

4%

Furniture

12.5%

Vehicles

12.5%

Computer hardware

33%

Gains and losses on disposals are determined by comparing proceeds less selling expenses with the
carrying amount of the disposed asset. These are included in the statement of financial performance.

Medium term financial assets:
 The office invests part of its cash reserve in a government bond portfolio. This portfolio, divided into
units which are quoted on a daily basis, are “Available-for-Sale” and as such the valuation in the fair
value is taken directly to the equity of the balance sheet in accordance with the European Commission’s
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Accounting Rule 11. Recognition of a gain or a loss will happen at the moment of the sale (partial or
total) of the portfolio. The assets are valued on a weighted average basis.
 For held-to-maturity assets (negotiated deposits with an expiry date of greater or less than one year),
interest is recorded on an accrual basis.

Impairment of non-financial assets:
Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss
is recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell and its value in use.

Receivables:
Receivables are carried at original amount less write-down for impairment. A write-down for impairment
of receivables is established when there is objective evidence that the CPVO will not be able to collect
all amounts due according to the original terms of receivables. The amount of the write-down is the
difference between the asset’s carrying amount and the recoverable amount, being the present value of
expected future cash flows, discounted at the market rate of interest for similar borrowers. The amount
of the write-down is recognized in the statement of financial performance.

Cash and cash equivalents:
Cash and cash equivalents are defined as short-term assets. They include cash at hand, deposits held at
call with banks, other short-term highly liquid investments.

Pension obligations:
The pension obligations for the CPVO are managed by and recognized as a liability in the accounts of
the European Communities which operates defined benefit pension plans. A defined benefit plan is a
pension plan that generally defines an amount of pension benefit that an employee will receive on
retirement, usually dependent on one or more factors such as age, years of service and compensation.

Provisions:
Provisions are recognized when the CPVO has a present legal or constructive obligation as a result of
past events, it is more likely than not that an outflow of resources will be required to settle the obligation,
and the amount can be reliably estimated. Provisions are not recognized for future operating losses.

Payables:
Payables arising from the purchase of goods and services are recognized at invoice reception for the
original amount and corresponding expenses are entered in the accounts when the supplies or services
are delivered and accepted by the CPVO.
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Accrued and deferred income and charges:
 A critical element in accrual accounting is the exercise of ensuring that transactions are recorded in the
accounting year to which they relate. This exercise is referred to as the cut-off exercise.
 The CPVO applies the accounting rules of the EC in this regard. According to the European Communities
accounting rules, transactions and events are recognized in the financial statements in the period to
which they relate. At the end of the accounting period, accrued expenses are recognized based on an
estimated amount of the transfer obligation of the period. The calculation of the accrued expenses is
done in accordance with detailed operational and practical guidelines issued by the Commission which
aim at ensuring that the financial statements reflect a true and fair view.

Revenue is also accounted for in the period to which it relates.
In addition, at year-end, if an invoice is issued but the services have not yet been rendered, the revenue
will be deferred and recognized in the subsequent accounting period.

Statement of financial performance
Revenue:
 Revenue from fees and other miscellaneous revenue are entered in the accounts once the corresponding
service is considered rendered to the client and when it is considered to be certain.
 In the case of the application fee, revenue is recorded when the filing date has been assigned. In the
case of the CPVO, this means the moment when the Agency issues an invoice or recovery order.

Interest income and expense:
Interest income and expense are recognized in the statement of financial performance over the relevant
period.

Expenditure:
 Exchange expenses arising from the purchase of goods and services are recognized when the supplies
are delivered and accepted by the CPVO. They are valued at original invoice cost.
 Provisions for expenditure are made if the following conditions are satisfied:
(a) a current obligation exists as a result of a past event;
(b) resources representing economic benefits will probably have to be used to extinguish the
obligation;
(c) the amount of the obligation can be reliably estimated.

The members of the Administrative Council are invited to take
note of this document
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