AVIATION SERVICES

Understanding Contractual Clauses & ldentification of Potential Problems in
EASA-Compliant Aviation Contracts

Sofema Online (SOL) takes a detailed look at the potential problems and mitigations
related to the provision of EASA Compliant Aviation Contracts.

Contractual Clauses: Essential Components

Contracts in the EASA-compliant aviation environment, whether for operational,
maintenance, or ground handling agreements, are complex and require precision to
ensure clarity, enforceability, and compliance. Below are key clauses and their
significance:

Scope of Work (SoW):

A well-defined Scope of Work is critical to ensuring successful contract execution,
compliance with EASA regulations, and minimizing disputes or project delays. By
outlining roles, deliverables, timelines, and regulatory requirements in a clear and
detailed manner, parties can align expectations and ensure operational efficiency,
safety, and airworthiness in aviation contracts.

« Define the specific tasks, services, and deliverables.

e Problems:

o Ambiguity or incomplete scope can cause disputes, delays, or non-
compliance with EASA regulations

o Unclear responsibilities can lead to disagreements over who is
accountable for specific tasks or deliverables

o Lack of defined timelines can disrupt workflows and lead to regulatory
non-compliance, particularly for time-sensitive tasks like airworthiness
releases

o Inadequate detailing of tasks may overlook regulatory requirements

« Mitigations:

o Clearly outline roles, milestones, and compliance with regulatory
requirements

o Explicitly allocate tasks to each party (e.g., contractor, subcontractor,
and operator)

o Clearly state that ultimate responsibility for airworthiness remains with
the operator, even if tasks are subcontracted

o ldentify critical project milestones and deadlines for deliverables

Compliance and Regulatory Obligations:

Ensuring compliance and regulatory obligations in aviation contracts is critical for
safety, operational efficiency, and legal adherence, particularly under the stringent
oversight of EASA and ICAO. These clauses mandate that all tasks, services, and
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deliverables conform to regulatory frameworks governing airworthiness,
maintenance, and operational requirements.
« Mandates adherence to aviation regulations (EASA, ICAO).
« Problem: Failure to specify compliance requirements can lead to regulatory
violations.
« Mitigation: Include explicit references to applicable EASA Parts and
requirements for continuous airworthiness.

Performance Standards & Service Levels (SLA):

Performance Standards and Service Levels (SLASs) are critical for ensuring
operational efficiency, regulatory compliance, and accountability in aviation
contracts.

By defining clear quality benchmarks, measurable KPIs, and penalties for non-
performance, SLAs help maintain high standards of service delivery while mitigating
risks, especially in time-critical situations like AOG.

Regular performance monitoring and alignment with EASA regulations ensure the
contract remains robust and effective, delivering value to all parties involved.

« Defines quality benchmarks, response times, and performance targets.
o Problem: Lack of measurable KPIs or penalties for non-performance can
reduce accountability.

« Mitigations:
o Implement clear SLAs with measurable criteria and penalties for AOG
situations

o SLAs should include clauses for performance reviews and updates
based on operational needs and regulatory changes

o Establish specific quality benchmarks, response times, and KPIs
tailored to aviation tasks

Important Note - Poor SLA enforcement leads to hidden costs, such as penalties
for flight delays, customer dissatisfaction, or additional unplanned maintenance.

Liability and Indemnification:

Liability and indemnification clauses are essential to mitigate financial and
operational risks in aviation contracts. By explicitly defining responsibilities, setting
liability limits, and including robust indemnification provisions, aviation contracts can
protect all parties while ensuring compliance with EASA regulations and ICAO
standards.

o Well-drafted clauses clarify accountability, prevent disputes, and safeguard
operational safety and financial stability
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« Clarifies responsibilities for damages, non-compliance, or incidents.

« Potential Problems:

o Vague liability clauses can lead to disputes over financial risks and
responsibilities
Disputes Over Financial Responsibility
Excessive Risk for One Party
Failure to address third-party claims can escalate legal costs and
damage business relationships.

o Failure to define insurance coverage and indemnity can lead to
significant financial exposure for damages caused by operational
failures

« Mitigations:

o Explicitly state liability limits and include robust indemnification
provisions.
Clearly State Liability Limits
Include Robust Indemnification Provisions
Define indemnity obligations for Breach of contract terms
Specify the minimum insurance coverage required
Include provisions for the submission of insurance certificates before
contract activation
Address Force Majeure Events
Include a structured process for handling third-party claims
Align liability provisions with EASA and ICAO safety standards to
ensure regulatory compliance.
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Change Management:

Effective Change Management is critical for maintaining operational continuity,
managing financial impacts, and ensuring regulatory compliance within aviation
contracts.

By establishing formal procedures for proposing, evaluating, and approving
changes, contracting parties can mitigate risks associated with unstructured
changes, prevent disputes, and uphold EASA regulations and industry standards.

Outlines processes for contract amendments and approvals.

e Problems:
o Unstructured change management may disrupt services or add
unanticipated costs
o Lack of formal procedures can cause delays, especially in critical
areas including ground handling, and aircraft operations
o Failure to assess cost implications for changes may result in budget
overruns and disputes
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Changes to scope or tasks may inadvertently violate EASA
requirements.

Misunderstandings on how changes are proposed, documented, and
approved can lead to contractual disagreements

Without formal controls, small changes may accumulate over time,
impacting project timelines and deliverables.

« Mitigations:

@)

o

Establish formal procedures for proposing and approving changes
Include a detailed process for submitting, reviewing, and approving
changes in the contract

Analyse the effects of proposed changes on Scope and deliverables,
Costs and timelines & Regulatory compliance

Involve Subject Matter Experts (SMEs) (Engage technical or
regulatory experts to review and validate changes)

Implement processes to evaluate and approve the financial
implications of changes to avoid disputes over additional charges
Align with EASA Regulations - Include a clause stating that any
regulatory deviations must first be approved by the relevant authority
Monitor changes through performance reviews to ensure timelines,
budgets, and compliance are maintained

Termination and Exit Strategy:

A robust Termination and Exit Strategy is critical to managing the orderly conclusion
of aviation contracts. By clearly defining conditions for termination, notice periods,
data handover requirements, and financial obligations, the risks of disputes,
operational disruptions, and regulatory non-compliance can be mitigated.

Ensuring alignment with EASA regulations safeguards airworthiness and operational
integrity while facilitating a smooth transition for all parties involved.

e Conditions for ending the contract, including "Termination for Cause" and
"Termination for Convenience".

e Problems:
o Ambiguities can delay contract closure or result in financial penalties.
o Delays in Contract Closure
o Unresolved Financial Obligations
o Disruption of Operations

« Mitigation:
o Define clear notice periods, data handover, and resolution of outstanding
obligations.

o Clearly Define Termination Conditions
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o Explicitly differentiate between Termination for Cause and Termination for
Convenience

Provide detailed examples of breaches

Specify Notice Periods

Include Data Handover Requirements

Define the financial process for termination

Payments for work completed up to the termination date
Compensation for approved costs related to work-in-progress or
demobilization.

Define a process for the final review of outstanding tasks
Include Regulatory Compliance Provisions
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Next Steps

Sofema Aviation Services (www.sassofia.com) and Sofema Online
(www.sofemaonline.com) provides classroom, webinar and online training — please
see the websites or email team@sassofia.com for comments of questions.
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