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FOREWORD FROM THE AORHTY

The aviation sector in New Zealand continues to face a number of challenges due to the volatility of the
international economic situation. Accordingly, the Authority is strongly aware of its governance role in setting
clear strategic direction and management priorities.

In setting this Statement of Intent, the Authority has established a common outcomaterchediate
outcomes across both of its operating arms:

f GKS ! dziK2NAG2Qa NBIdzE I G2NB FNY 6/!'!1 060X dzy RSNJ GKS
9 the Aviation Security Service (Avsec), under the General Manager of the Service.

We considered that this improves thedzi K2 NA G & Qa O2YLX Al yOS 6AGK adl {dzi 2 NJ
international commitments and the expectations of government within the constraints of wider economic
pressures.

For this Statement of Intent, the Authority has identified key prioritiessfach of its operating armsthe CAA
and Avseg which take account of changes and developments in the aviation sector.

For the CAAthis includes continuingtobuild KS 2 NBF YA Al GA2Yy Q& KdzYly NB &2 dzNDS:
implement new regulator approaches such as the introduction of the Safety Management System approach to
regulation is a priority.

For Avsethe key work programme initiatives continue to focus principally on enhancing current aviation
security, capability, support systems and processes. Avsec will also continue to be responsive in meeting the
expectations of airlines and airports as they mexs the implementation of their immediate and longer term
development programmes.

The Authority operates in an international and domestic environment where significant technical responsibilities
FYR 20f A3l GA2ya Ydzad 0S5 Ynbdiahiesingivalue §6r moriey AcBcdB@yNteY Sy (i Q &
Authority has continued its programme of organisational capability review to ensure efficiency and effectiveness

in both organisations.

During the 2009/10 year the Authority initiated a review of many adstiative functions to examine the

potential for sharing, between the CAA and Avsec, support and administrative services such as financial
management, human resources, information technology, legal services, planning and reporting, and
communications. Théuthority will continue these efforts into 2010/11 to ensure the delivery of cost effective
ASNPAOSa Ay | gte& GKIG Aa O2yaradSyid ¢gAGK GKS aiyArad
However, mindful of the fact that many of the safety and security risks that it manageseeatuated during

times of international and domestic economic malaise, the Authority will work to ensure that the focus on safety

and security is not compromised.

Revenue frompassengesecuritycharges cannot be applied safety, regulatoryor other activities. For this
reason the pospective financial statementhown in this Statement of Interghow asignificantpositivecash
balanceheld by Avsethat alsoshowsin the consolidatedashbalance for the Authority. These funds will
reduceover timeas a result of recent changespassengesecurity charges

1 Civil Aviation Act 1990, s72B (3B), and Civil Aviation Charges Regulations (2), 1991, s20A.
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To ensure longerm financial stability, the Authority seeks to establish a sustainable and equitable funding
regime for the CAA regulatory activity, and will continue 2009/10CAA FundingeRiew.

The Authority has again set tight and realistic budgets for 2010Andis committed to managing within these
budgets.¢ KS ! dz{i2g1®/NRotao@igeted revenue isd®.311Mand budgeted operating expenditure is
$112.301M Compared wittthe 2009/10 budget, this is a decrease df8% and an increasd 4.6% respectively.
The CAA is expected to register a deficit 2686M, whereas Avsec will havedaficit of $10.344M for 2010/11

In order to ensure a clear distinction between thathorityQa NX 3 dzf | G2NE NBalLl2yaAiroAt AGASa
securityservice deliverythe Authority presents this Statement of Intent documentonr parts:

T PartA:! AUGNF GS3IAO0 20SNBASY FyR adGlaSySyld 2F (KS ! dziK2!
risks,

1 Part B: ProjectedService Performance Statement and operating intentions for the, @&Aregulatory
arm of the Authority and

1 PartC:ProjectedService Performance Statement and operating intentiongAfiegecthe aviation
security servicelelivery arm othe Authority;and

1 PartD: ConsolidatedProjectedFinancial Statements for the Authority.

=

RICK BETTLE
Chairman
. c) 2
ERROL MILLAR DARRYLL PARK
Deputy ChairmanCAA Deputy ChairmanAvsec
SUSAN HUGHES ROSS CRAWFORD
Member Member

Date: 30 Jun2010
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THE AUTHORITY
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AVIATIONSECTOR OVERVIEW AND ENVIRONMENT

Civil aviation environment

The Civil Aviation Authoriffthe Authority)serves the publimterest in safety and security, artdose who rely
on aviation for businesgommerce andeisure

The public looks to @&ernment to protect it frompotential harm and expects thedBernment to act as rule
maker and enforcer, independent of the industry it regulates, accountable for its own actions and holding
aviation participantd¢o account for their safetand securityperformance.

Aviation regulatian is based on the premise thtte Governmentand ts agencies need to intervene:to

9 achievebetter safety and security outenes;
1 establishclear standardsand

1 ensurea commonbasis for tradeand economi@xchange

¢ KS | dzii K2 NrailamidantlyFoid @a&ingAives/preventing accideatsd security inciden)sand the
health and safety of participants and useraher than economic (e.g. safpiarding competition in the market
place). However, it does support the health and growth of the aviation indbstfgcilitatingtechnological
uptake andsupporting aviation commerce thiits consequent economic benefit

Civil aviation in New Zealand operates within a system established and primarily maintained in accordance with
the Civil Aviation Act 1990 (the Acthe system sets boundaries which are the minimum safety and security
standards to be met by system parpeants. The Act gives the Director of Civil Aviation certain powers to
establish, administerand improve the safety and security of the New Zealand regulatory aviation system.

The Authority bears a significant responsibility to ensure thatregulatory and safety oversight functions
undertakesmanage safety risk in the civil aviation systeffectively,and mitigate the chance of adverse and
unintended safety outcomes and consequena8iso significant is the responsibility for preventing security
incidentsat certain airports.The intent of the Authority is to manage safety and security risks to high standards
and to enforce these standardsdfectively.

It does this, in the first instance, through the existence of a transparent and unambiguous regtditatnework
that establishes clear safety and security parameters under which the aviation industry can operate. Without
suchl  WNX 3 dzf § f(f2INEB  WKSD NI 2 F S N¥ffMeBog bverUhiriended safétyf afid sechdtyy 2
outcomes and New Zealandewould be at significant risk.

The Authority discharges its regulatory responsibility by working with ianatommunity participants anthe
Governmento achieve its safety and security objectives.

Aviation safety requires vigilance by both the regulator #relaviation community The aim of Gvernment is
to reap the maximum safetgnd securitybenefit from the regulatory infrastructurdt also aimso encourage
participants to exceed the minimunompliancethrough their implementation of systems that continually
improve aviation safetand security

International obligations

Global aviation changes are reflected in ICAO standards and recommended practices (SARPS), which support the
promotion of unformity in the regulation of international civil aviation. These SARPs are reflected in the New
Zealand civil aviation rules and advisory circulars.
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International regulatory framework

New Zealand is a signatory to the 1944 International Convention dnA@iation (Chicago Conveati) which
establishedhe International Civil Agtion Organisation (ICAO). ICA@ United Nations specialised agency with
190 member states, whigplays a pivotal role in establishing standards and recommendedipescfSARS for

the industry. Staffnembers ofthe Authorityparticipatein ICAO meetings to develop ICAO SARPs and associated
guidance material, ensuring that the differing operaté and regulatory perspectived New Zealangand the

South Pacific, are heard.

¢CKNRdzZZIK GKS / KAOIF32 [/ 2y@SyiGAz2ys bSs %SlIttryR KFa +Fy 2
justify that it finds it impractical to do soJhis adherence to international standards and a regulatory regime

promotes safety through risk identifaition and mitigation and provides a strong basis for a safe and secure

aviation sector. It also allows for international agreements to be negotiated.

The chartbelowshows S ¢ %SI t I yRQa f S@St 27F A YLI SedhydADaubidef 2 F
nationalaviation safetyperformance. This covers only the airline sector and major airports, and does not include
the general aviation sector.

Degree of Implementation of Critical Element

10

oON MO

1 2 3 4 5 6 7 8

USOAP Critical Element

m New Zealand m Australia = OECD Avge M AsiaPacific Avge m Global Avge

Data urce; http://www.icao.int/fsix/auditRepl_csa.cfm (1 March 2010)
1. Level of implementation: 1=not implemented, 10=fully implemented
2. Critical elements:
lprimaryt @Al GA2y tS3aAatt A2y 6AYy b 5technical guance, tools and the provision of

responsibility of the Ministry of Transport); safety-critical information;

2 specific operating regulations; 6 licensing, certification, authorization and
3 state civil aviation system and safety oversight function; approval obligations;

4 technical personnel qualification and training; 7 surveillance obligations; and

8 resolution of safety concerns.
3. OECD average comprisesc@tintries of the total 30. Replic of Korea has a perfect score of 10; France: 9.5; USA and Carg8la
Poland 8.75 and New Zealand, Australia, and Czech Rep#8&

bSé %SFHtlyRQa AYAGAFE L/!'h ! YADBSNEIE {SOdzZNAGE ! dzRA
with a follow up visit completed mid 2008. The second round audit for NZ is expected to take place during 2011.
The initial audit did not raise any significant issues for Avsec. Those items that were identified as being within

I 2aS0Qa NB a lclasgdanihin zhe tmieféames SghaBd between Avsec and the CAA.

International aviation stability and security

The industry is experiencing the impacts of terrorisgiobal instability and hightened security
requirements- and this risk is ongoing.

This mpact has been felt particularly in international passenger transport operations. While accepting that it has
responsibility along with other stakeholder$or ensuring the security of its customers, staff, and the community
in general, the aviation indry has incurred considerable financial and resource impost through significant
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additional securityrelated impositionsThis has improved safety and security for travellers, both within New
Zealand and internationally.

Size and shape of the New Zealandikcaviation sector

Aviation makes a sizeable contribution to the New Zealand economy. Each year, approxmmeetiflion
passengers travel on domestic routes aight million passengers travel on grational airlinego and from

New Zealand. Close tme million hours are flown each year by New Zealand registered aircraft and ovBr $13
of air freight is transportednbound travelemumbersfor tourism, businessand visiting friends and relatives
totaled 2.204millionin CY2009,whileiy G SNY I GA2y I f G2dz2NAayY O2y iNAO6dzi SR bPddo.
exports of Goods and Servicés

New Zealanders travelling overseéa2009totaled 1918 million. The majority of flights are by largercraft’,
which account for aroun86% of the total seat hours.

As at31 March 2010there were 4,28 aircraft on the New Zealand register ah@,386active pilotlicensesin
bSé %SIHflyRQa | @A RFickrifigatedaigparts, Boluding Geed N&ving ilNgnational
commercialoperations, ranging in size from a few thousand to2I8illion passengers a yefr

Growth in he aviationsector is shown in the chafbllowing:

Civil Aviation Growth 19932009

g 11000 1000000 g

$ 10000 g 950000 ©

(5] o2 (1

= 9000 T S [ 900000

8 80 — - — — — - 850000 3

o 900 {+t—m- N B N 8 N B - 800000 T

i G

S 6000 _— - — — — — - 750000 o
(0]

§ 5000 +————m— — — — — ——— — — - 700000 g

S 4000 +——mb — — — — — — ] — = — - 650000 3

< 3000 e————— O e 600000

o

0 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09

2 .

E Fiscal Years

Z

No. Hours flown — «-eeeeeeee No. Pilot Licenses No. Aircraft

Source CAA, 200Blote: The vertical as in this chart dmot start at zero

Following internationapractice, the Authority divides aircrafiperations into two categoriesAirlines and
General Aviation. Airline operations are essentially the operation of all passenger and freight aircraft over
5,700kg with 10 or more passenger capacity. General awiatiwers the remainder, including all private
operations regardless of aircraft size, all agricultural operations, and other aerial oper@ticisling
adventure sport and recreationysing aircraft under 5,700kg.

Avsec currently functions out of sevélew Zealand securitglesignated airports (Auckland, Hamilton, Rotorua,
Wellington, Christchurch, Dunedin and Queenstown) with a minor function at Palmerston. North

2 SourceStatistics New Zealand, M2010
3 More than 30 passenger seats or a payloagacity of more than 3,410 kgs
4 Source: Auckland International Airport 2009, Jan 2010
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Aviation document holders in the New Zealand civil system

Aviation participants must beertificated to be an aviation document holder. Their entry, participation, and exit
from the civil aviation system are overseen by the CR¥& chartbelow sets out the numbers of aviation
document holders in New Zealand.

Active aviation document holdeis the New Zealand civil aviation Jun 2008 Jun 2009 Mar 2010
system

Organisation certificates held* 637 714 738
Active pilot licenses 9,780 10,156 10,386
Part 66 aircraft maintenance engineer 2,276 2,378 2,445
Air traffic controller licensevith class 3 medical 332 345 366
Aircraft in the New Zealand fleet 4,301 4,406 4,428
Notes:

* The increase in certificated organisations is due in part to the increases in certificated air cargo agents under Rifle Regulated Air Cargo Agents, an
dangerous goods packaging holders under Rule Part 92, Carriage of Dangerous Goodswieferaa.govt.nfor details.

Passenger numbers
Passenger numbers are volatile, and this has two impacts on the Authority:

w there is difficulty in predictingafetylevy andpassengesecurity charge revenue with a high degree of
confidence; and

w the very short notice of cessation and/or recommencement of flights from regional airports can hamper the
effective provision of aviation security staff at the right times.

The chartand tablebelow show actual and projected passenger numiderghe three yearsuntil June 2Q.3.
Funding forthe CAA and Avsec derivesbstantiallyfor CAA andalmost completelyfor Avse¢from passenger
basedsafetyleviesand securitycharges

Actual and Projected Passenger Numbe
11000000
10000000 /'--.........0' '......
/

9000000

8000000

7000000

6000000

5000000 _—

4000000 T T T T T T )

06/07 07/08 08/09 09/10 10/11 11/12 12/13
Financial Year
Tot Domesticact ~  eeeeeeeeee Tot Domestic proj International- act
---------- International- proj seeeeeeees Avsec Domestic- proj Avsec Domestic- act

(Source CAA &vBec, 2010Note: The vertical axis in this chart does not start at zero
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The tablebelowsets out theactual and projectedlomestic andnternational passenger numbers:

PassengeNumbers q

upon whichSafety Levies G PIEEEEE

andPassengeBecurity

Chargesre based 06/07 07/08 08/09 09/10 10/11 11/12 12/13
Total - Domestic 9,438,527 9,777,968 9,507,548 9,921,777 9,861,391, 10,339,667, 10,622,980
Avsec- Domestic 5,024,706 5,654,619 5,260,650 5,631,116 5,800,818 6,082,159 6,248,812
International 4,359,184 4,435,664 4,312407 4,393,947 4,455,083 4,631,059 4,746,835

(Source CAA & Avsec, 2010)

TheCAA chargesgssenger safety levies on the basis of the number of sectors filmnrestically and on all
international departuresAvsec receives passenger security charges fiolines, based oall passengers
departing on international flights from New Zealaswd departing domestic passengers on aircraft with a
capacityof more than90 seats

Sector size; safety

For the purpose bproviding a comparison with a similar aviation system, the following table compares the size
and regulatory responsibilities of the ! | s@féty function with similasafetyorganisations ira number of ICAO
memberstates.

o New  Australia UK Canada Finland Sweden  Switzer

Zealand land
Population (millions) 44 22 61 33.8 5.3 9.5 7.5
Authority (safety)staff numbers 174 675 564 1430 135 289 255
Annual ludget GNZM) 29 178 140 200 30 100 147
Registered aircraft 4,428 13,270 21,063 33,535 1,472 2,000 3800
Registered &craft (per 000 pop) 1 0.6 0.3 0.9 0.3 0.2 0.5
Pilot licences 10,386 34,000 42,252 64,932 8,000 8,500 13,000
t A f 2and@si(pet 000 pop) 24 1.5 0.7 1.9 15 0.9 0.9
(A;)r;r:t:)egéasss)nger CETETIES 29.0 22.0 15.5 14.0 13.5 10.0 13.0
Qgg‘ﬁp";‘“aﬂ LRI 270 390 936 292 130 233 284
Aerodromes /million people 29.3 22.6 7.4 40.2 28.2 27.7 8.6

'Safety performance

Currently the safety performance of the NZ airline sector compares well with the leading aviation nations.
Despite this, howevewhile parts of the general aviation sector haperformedwell in recent yearsother parts
of that sector havenad fluctuating safety performance

Forthe year to 31 December 2009 there were 128F8113) aircraft accidentspf which only two 20081)
involved large or medium aircrdftten 200811)andwhich resulted inl3 (200816) fatalities None of these
fatalities wee in the Airline Operationg Aeroplanes or Helicopters sectors.

Refer to Appendixp 87) for details of Safety Performance in New Zealand Civil Aviation.

S Refer to the CAA website for detailed information on civil aviation safety performance in New Zemlasicbarticularly the Civil Aviation
Authority Annual Report.

6 Between 1030 passenger seats and a payload capacity of less t4a013y.
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Security performance

Avsec has a consistently high level of security performabueng the year ended 31 December 2009, Avsec
screened 4.344 million international and 5.571 million domestic passengers and some 19.214 million pieces of
cabin and hold baggge with no resultant iflight securityor airside security incidenté&wsec is also responsible

for the issuance of approximately 67,500 temporary and permanent airport identity cards each year.

In addition Avsec is subject to an intensive anmaalrrrent audit regime, both internally and externally,
including an annual surveillance audit against the International Standardsi®atan (ISO) specifications.
2011, ICAO is also scheduled to undertake round two of the Universal Security Agdanfme (USAP) audit of
the New Zealand aviation security reginf@dings fromall audits are acted on with urgency to ensure 100% of
findings are cleared within specified timeframes

Avsec has also consistently implemented 100% of all international ard mbulatory obligations that enhance
aviation security (and which are mandated in New Zealand legislationhwithuired timeframes and
consistently achieves its key output performance measures set out in its Statement of Service Performance.

Environmeital change awareness and initiatives

Increased awareness of the potential effects of global warming is expected to have a significant impact upon the
aviation industry ThePacificregion is more reliant on aviatiofor the movement of people and goodisan most

other parts of the world due to its geographical location and high dependent¢euwism. Internationally,the
aviationsectoris responsible for around ontywo per cent of total greenhouse gases)ddoes not contribute to
climate change asgmificantly as other areas of the economy. However, aviateated emission contributions

are growing due to the increasing demand for services and a lack of viable and more envirohynfieatally

fuel alternatives.

Fuel prices have increadssignificatly in recent yearsind continue to fluctuate widely.HE requirement for
better fuel efficiency will be motivated not just by financial pressures, but also by the need to comply with
changing environmental regulations.

The dobal aviation industry preseed the United Nations Framework Convention Glimate Change talks in
Copenhagerin February 201vith three targets shared by airlines, airports, air navigation service providers and
manufacturers. These are improving fuel efficiency by an average %f e year to 2020, stabilizing emissions
with carbortneutral growth from 2020 and cutting aviation emissions in half by 2050 compared to 2005.

BioF dzSf a KI @S (KS L2 i Saborifdotprintbg up B®RazNS ICAOZKpeds ketificatin
within 2011 at the latestSeverairlines, including Air New Zealand, have successfully testefiigis.

Implementation of Safety Management Systems (§MS

One of the challenges for the Authority and the aviation sector over the next few years Wik fogroduction

of the Safety Management Systems (SMS) approach to aviation safety oversight. SMS ihgahteoduction

of a risk management approaathrawing upon comprehensive safety data. This approach has been mandated
through ICACBARPand is béng adopted globally by all aviation regulators. BMSapproach is the next
generation of regulatory oversight systems in aviation. For New Zealand, it will build upon the Quality
Management System approach that is reflected throughout theemtraviatbn regulatory system.

The introduction of the Safety Management Systems approach to regulation is reflected in virtually all elements

2F GKS /11 Qa AGNIGSIAO LINR2NRGASasMHppréach/wlll take lseydiak O A LI

years tocomplete.
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Airspace administration

New Zealand already has some of the most efficient airspace and air navigation procedures in the world.

However, KS aAyAadaNE 2F ¢NIyaLRNI FyR GKS /1! KIFE@S ARSYGATA
systemsshould evolvdrom their current statewhere development is undertaken on ad-hocbasis in a

reactionary mode, to a system that is planned to produce a safe and efficient air transport system.

Thisapproachis consistent with ICAO requirements undbetGlobal Air Navigation Plan and international best
practice. The CAA has established an Airspace and Environment Policy Unit which is responsible for the
preparation of the Airspace and Air Navigation Padicgithe resulting Plan.

A New Zealand Airspa@nd Air Navigation Policy is the framework and outline for the current and future
administration of airspace and will bring together existing and planned initiatives to meet the demands of
airspace users. One area that is derived from this work is PedgioceBased Navigation (PBN) and the New

Zealand implementation consistent with ICAO requirements. PBN is a term used to describe the broad range of
technologies that are moving aviation away from a grodmaded navigation system toward a system that ielie

more on the performance and capabilities of equipment on board the aircraft. This reduces fuel burn, airport

and airspace congestion, and aircraft emissions. The CAA developed the New Zealand PBN Implementation plan
and submitted it to ICAO in Decembe)(B.

CAA Fundindreview

In mid-2009 the Authority initiated £AA Funding S A S6® ¢ KS wSOASs Ay Of dzRSa SEG Sy
financial base, the assembly of informed financial models,a@mdultation with stakeholders.

Recommendations for changeom the review following consultationare expected to be with the Minister in

October 2010. Implementation of the proposed changes is expected to flow into the 2010/11 financial year and

gAtt SylFroftS (GKS ! dziK2NRX{e (a redoRcRNaBoesabléINGidvestzN@ure2 y G KS /
capability.

Many fees, levies, and charges for CAA services have remaibgidntiallyunchanged since they wesetin

the mid-1990s As a consequence, the levels of fees, levies, and charges have fdlleela the actual level of

O2aia AYOdzNNBR Ay dzyRSNIIF{1Ay3a GKS /11 Qa NB3Idz I §2NE Fdzy
build and maintain an appropriate level of organisational capability and capacity. The Authority is particularly
O2yalOAiz2dza 2F GKS ySSR G2 Ay@Sad Ay GKS /11 Qa OFLIOAEAG
and effective services that represent good value for money, and are both financially sustainable and responsive

to changing economic, s@&tal, technical and environmental demands. The financial risk to the CAA arising from

the dependence on levy revenue compromises the ability of the CAA to achieve these goals.

hy32Ay3 aONMHziAye 2F GKS /! ! Qa 2 LISWdotaniiafgrduiheri 2 Sy a dz2NBE gl
efficiencies and cost savings, will be maintained by the Authority.

Avsec passenger security charges

l 24S0Qa NB@PSydzS Aa RSNAGSR adzmaidlyldAiartte FNRBY LYyGSNyLI i
airlines directly to Asec,and setfor a three year period.

Since 2007 Avsec has recovered higher than forecast revenue due to increased passenger humbers and less
operational expenditure than anticipatedrollowingconsultation with industry in late 2009 the charges were
resetat reduced levels from 1 April 2010.
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Office accommodation

Between late 2010 and early 2011, the Authority will move its offices from their current, separate, locations into
modern officepremises in central Wellington. This will bring together the offices of the CAA and Avsec in one
building for the first time.

Work is underway to identify opportunities for the two organisations to share administrative and other support
services to redug operating costs.

Assumptions

¢CKAa {hL A& o0Fl&aSR 2y | ydzYoSNJI 2F laadzyLliazya Fo2dzi 0
assumptions are:

1 Growth and competitive pressures in the aviation industry will continue in the medarmm with
additionalairline entrants and possible new airport stams. In the mediumerm it is anticipated that the
continued introduction of new carriers in the passenger carrying seatiircause volatility in passenger
numbers

1 Passenger numbers witbntinue to grow #eit with a high potential for shorto-medium term volatility

1 Qurrentand possibly newarriers will make changes to existing operatidngoducingnew types of
aviation activityand changing routes and service offerings

1 There will bencreasingcomplexity through the introduction of new aircraft and both new and upgraded
aviation technologieswith a corresponding increase in risk

1 The majority of the aviation industry will continue to behave responsdibhelation to aviation safety and
security.

1 TKS [ @AFGA2Y AYRdzaGNER gAftft O2yiAYy dz8 thé regulatasldf@mNI (K S
agenda.

f TKS ! dziK2NAG@Qa FdzyOlA2ya FyR tS3AattrdiAdS FTNFYSSH2N]

1 Theinternationalaviationsecuritythreat wil continue with new types ofhreat likely to be deployed
against the aviation sector and the travelling public

1 Avseowill need tobe in a state of preparedness tieploy newand emergingecurity technologieto assist
in counteling continuingthreats toaviation securityandgreaterscreening point efficiencies

1 There will be aignificant focus on environmental issues driven by concabsit global climate change,
and this is likely to intensify.

1 The travelling publiavill have Increasing expectationsgardngease of travel, convenience, and system
reliability, within a high safety environment.

1 D2@SNYyYSW§i@a ShVaME 2WdSetQdz$ v iegulbi@RimpOst ofifk aviation sector
participants and the travelling public.

1  There will becontinuing expectatiors from industryand Governmenfor greater efficienciesrom
CAA/Avsec in the wahey run their business unitaith afocus onorganisationalvalue for money.
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OVERVIEW OF THE AUTHORITY

The New Zealand transport sector structure

TheNew Zealand government transport sector comprises the Ministry of Transport, five Crown entities, three
state-owned enterprises, and one Crown established trust.

MINISTER OF TRANSPORT

Hon Steven Joyce

MINISTRY OF TRANSPORT Associate Minister of

Transport

Develops and provides transport policy and advice for the Hon Nathan Guy

government, develops legislation for Parliament to enact, drafts
regulations and rules in association with the transport Crown entities
and represents New Zealand& transport interests internationally.
The Ministry also coordinates the work of the Crown entities, acting
as an agent for the Minister of Transport.

CIVIL AVIATION AUTHORITY OF NEW ZEALAND —
= 2 - A Board | Board | | Commission
(The fiBoardo or fiAuthority)
Civil Aviation Authority @ (SAchSuer(l:t)y SEIEE New Zealand Maritime New Tra:’::/‘:;rt}g'::t’%gem
(The CAA) Transport Agency Zealand Commission
Establishes and monitors civil Z;Or\\’l'igiz ?g:?::g::;?g;g
aviation safety and security P .
standards, investigation of apd dor.nestl'c 2 operatl_ons * ; ; B ions: A
incident ’d th i . including airport security, Including three state owned enterprises with transport functions: Airways
ENElEs; Eliel Uae [pelmielien © freight, baggage screening, Corporation, Meteorological Service, and KiwiRail; and one Crown
aviation safety and security. and airport security. established trust (Road Safety Trust).

The Authority s structure

The Civil Aviation Authority is@rown entity, for the purposes of section 7 of the Crown Entities Act 2004,
established on 10 August 1992 under section 72A of the Civil Aviation Act 1990 (thEh&duthority consists

of a fivemember board appointed for terms of up to three yearstbg Minister of Transport. They are persons
that the Minister considers will represent the public interest in civil aviation. The board or the Authority reports
to the Minister of Transport.

Under section 72AA of the Act, the objective of the Authority 8 dzy RSNIi 1S bSg %SIflyRQa O
security and other functions in a way that contributes to the aim of achieving an integrated, safe, responsive,

and sustainable transport systefhe functions (section 72B of the Act) of the Authoritgafiety and security

regulation and service delivery of aviation security are achieved by the Authority through the work of two

organisatbns, theCAAand theAvseaespectively:

T ¢KS /AGAT | @A GAZ2Y | dziK2NA(G& 0/ !establishm@nt an8 monitatp £ Y RQ&E |
of civil aviation safety and security standards; investigation of incidents; and the promotion of safety and
security. The office of the Director of Civil Aviation is established by sections 72l of the Act.

1 The Aviation Secunt Service (Aex)is a service delivery component of the Authority tipabvides aviation
security services (section 72B (ca) of the Act) for international and domestic air operations, including
security of passengers, freight, baggage screening, andraspourity. The officeof the General Manager
of Aviation Security Serviégestablished by sectior2L of the Act

12| Page CivilAviation Authority Statement of Intent 20418



| PARLIAMENT |

MINISTER OF TRANSPORT
Hon Steven Joyce

Associate Minister of Transport
Hon Nathan Guy MINISTRY OF TRANSPORT

CIVIL AVIATION AUTHORITY OF NEW

ZEALAND
m (The MBoarddor Authorityd

Rick Bettle i Chairman

Errol Millar i Deputy Chairman, CAA

/ CIVIL AVIATION AUTHORITY Darryll Park i Deputy Chairman, Avsec
OF NEW ZEALAND Susan Hughes

Ross Crawford

General Manager

Director of Civil Aviation Aviation Security Service

Steve Douglas

Mark Everitt

Chief Executive Support Group:
Operating Officer National Manager Government Relations
Chief Legal Counsel Executive Project Manager
Manager Quality and Audit

General| Managers

Government
Relations, Safety Business National Human Chief Operating Chief Finance and
Planning and Information Support Resources Manager Officer Information Officer
Strategy

Personnel
Airlines General Aviation Licensing and
Aviation Services

Avsec airport offices:
Regional Managers: Auckland, Christchurch, Dunedin,
Hamilton, Palmerston North,
Queenstown, Rotorua, and
Wellington

Central
Southern

Our stakeholders

We work collaboratively with all aviation sector participants in New Zealand, industry organisations, interest
groups and key users of aviation services. We also work extensively with other government agencies.

Our key stakeholder is the Minister of Traost.

Other stakeholders with whom the Authority works with in regulating aviation safety and security, and in
providing aviation security services, include:

1 the travelling public;

9 the Ministry of Transportandother government Ministries and Departmenisth whom we seek to align
aviation safety and security strategi@scludingthe Department of Labour (HSE), Customs, MAF, MFAT,
Maritime New Zealand, etc;

the International Civil Aviation Organisation (ICAO);

other overseas aviation regulators (e@ASA, FAASA

Air New Zealand, Qantas, Pacific Blue, Jetstar, and other operators;

airports and aerodromes

representative bodies such #se Aviation Community Advisory Group (ACAG],Airports Associatiorthe
Air Line Pilots Associatiothe Aviation Industry Associatiofirways NZthe Board of Airline
Representatives in New Zealaride Agricultural Aviation Associatioand cargo forwarders;

the Transport Accident Investigation Commissithre NZ Police, anthe Chief Coroner;

businesseshat rely on safe movement of cargo;

Pacific Island countries; and

private businesses, other sector organisaticersd other organisations with whom we identify research
needs

=A =4 =4 4 =4

=A =4 =4 =4

This year the Authority engaged with selected aviation sestakeholdersn the preparation of this Statement
of Intent. This engagement wilicreasein subsequent years.
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Ministerial expectations

The Enduring Letter of Expectation, from the Ministers of Finance and State Services, requires that Crown
entities be managed on a \ted-for-Money basis. The Authority will deliver its statutory mandate in a cost
effective manner, and:

1  ensure financial discipline and sound financial management practices;
1  keep under review its expenditures; and

71 identify particular expenditures or programes that are not effective or providing good valige-money
and act on those findings.

(Vs
M-
-

[

w
(@
[N

The Authority recognises than line with the current fiscal context Y R 1 KS a A y A & th&tME&
set out in his 2010 Letter of Expectatiotfse Authoritymust

1 bhave a clear and understandable strategy to improve performance and ensure value for money, that is
direct, simple, and will be reported against;

1 setfinancial sustainability as a critical part of this strategy;

f demonstrate a strong uUrBINB G YRAY 3 2F GKS ! dziK2NR(G&@Qa odzaAiySaa o
quality and standard of services, the cost drivers and how the Board will manage these in the face of
variable demand);

1 deliver better, smarter services for the same or fewesources;

1  keep fees and charges (including levies) sustainably low, including reducing these where possible; and

1  bhave realistic pay and employment conditions.

To deliver value in the current economic climate, the Authority will work hard to ensure astieffeegulatory

NBIAYS (KIFIG YSSia bSé w%SIHflyRQa AYGSNylraaAzylt O2YYAGYS
industry. This will require the Authority to drive value for money, including for fee payers, and performance

improvement within boththe CAA and Avsec.

The Authority will seek to ensure that it is resourced and funded appropriately to deliver an effective civil
aviation safety and security regim€o achieve this, the Authority will give priority to:

1  timely completion of a robust CARunding Review; and
T O2YLX SiAy3a ' gasSOQa 62N)] 6AGK (GKS aAyAadNe 2y (KS ! @ga

Scope of functions

Statutory mandate

TheAuthorityQ & Y I y R (i SCivikAviatidnNaet Y99Gh afticular section 72B of the Act thattboes the
safety and security regulation function of the Authorignd Section 8€hat outlines the powers, functions and
duties of Avsec.

It is not the role of the Authority to promote the economic development of the aviation sector; that
responsibiliy lies withthe Ministries of Transport and Economic Development.

[cam ele

ax
[atN
(@]]
—
>

TheCAAA A bS¢g %»%SIHflyRQa NB3IdzZ I 62NB | 3SyO0e F2N dKS S
security standards; investigation of incidents; and the promotion of safety and security.

7 Refer towww.caa.govt.nfor details on how the CAA regulates the New Zealand civil aviation system (entry, participation and exit).
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In section 72bf the Act, the Authority appoints a chief exdime of the Authority, known as the Director of Civil
Aviation. The Authority may delegate functions and powers to the Director, in addition to those conferred by the
Act to the Director. While exercising these statutory functions and powers, the Diract®independently and

is not responsible to Parliament or the Authority for the performance or exercise of those functions and powers.

TheCAAprovides:

1 certification and licensing of aviation participants;
1 monitoring of compliance (surveillance) to caaliation safety and security standards by participants;

1 education and promotion of aviation rules, advisory circulars and other safety and seelaityd
information;

1 investigation of aviation incidents and analysis of safety trends;

1 enforcement ofcivil aviation legislation and ruleand

1 publicationof aeronautical information.

International civil aviation obligations of the Crown delegated to the Authority in respect dhtbmational
Civil Aviation OrganizatiofiCAQO) and th€onvention on lretrnational Civil Aviatiosigned in Chicago on
7 Decemberl944are;

1 Airspace Authority;

1 Air Traffic Services Authority;
1 Aviation Security Authority;

1 Dangerous Goods Authority;
1 Meteorological Authority; and
)l

Personnel Licensing Authority.

Some functions angowers of the Director of Civil Aviation are delegated, with the consent of the Minister of
Transport, to individuals outside of tH@AAundersection 23B of the Act

9 the Director has undertaken, with the consent of the Minister of Transport, to delegeten and practical
flight examinations; and

1 the CAAhas contracted out the provision of ICAIBfined aeronautical information publication (AIP),
aeronautical charts, and meteorological services for international air navigation.

In addition,

1 some aviatbn sectorpolicy adviceas provided under an output agreement with the Ministry of Transport

Civil Aviation rules developmerit carried out under a contract for serviggéth the Ministry of Transport;

1 the Civil Aviation Authority is designated to admster the provisions of thélealth and Safety in
Employment Act 199 respect of the aviation sector, specificdly aircraft while in operation; and

1 the Director carries out certain responsibilities under thazardous Substances and New Organisms Act
1996in the aviation sectar

=

Avse® eole

Avse€Ol NNA Sa 2dzi GKS ! dzikK2NAGEQa 206fA3IFdA2ya G2 LINRPOAR
Act 1990. Avsec is required to perform its functions separate from the CAA organisation, through its own

8 Referto www.avsec.govt.nfor details on how Avsec provides aviation security services in New Zealand
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General Manager, including the maintaree of separate accounts, records and repoftgsecholdsa Part 140

document issued by the Directof Civil Aviation.
Avsemrovides

Screeningf passengers and their caron baggage
Screeningf hold baggage
Airport access controjs

Non passengescreening

=A =4 =4 =4 =4

Issuanceof Airport Identity Cardand the conduct of security background cheeltere these are required

by Civil Aviation Rules, under delegation and approvals from the Dirextdr

91 Cther aviationsecurityrelated services.

The MaritimeSecurity Act (MSA 2004) resulted in the Minister of Transport designating Avsec as one of three
Maritime Security Organisations (MS&s)long with NZ Customs and Ministry of Agriculture and Forestry (MAF).
MSOs would only be deployed in a high threataiton. Dayto-day security is conducted by the ports and ships.

Resource base

Overall the Authority has an established staff componer@&ffull time equivalent{FTES)

CAA frecast staff component at July2010 is198(204; 2009/10) FTEShe organisation is structured

reflectthe makeup of the aviation industry widin AssistanDirector of Civil Aviatiorsix General Managers and

al KAST [ S3It /2dzyaSt &adzlllR2NIAy3d GKS S5ANBOG2NI 2F / ADAf
Airlines, General Aviation, Personnel Licensing and Aviation Services, Government Relations Planning and

Strategy, Safety Information, and Business Support.

Avse© & T 2stdfBcOrhpaniéniat 1 July2010 is 784761;2009/10)FTEs. The organisatiorstsuctured with
an Executive Managemenedm ofsevensenior managers reporting to the General Manadgrsiness
operations are structureavith a National Operations Manager attittee Regional Managersporting to the
Chief Operating OfficeAvsec ha auniformed and ranked culture at the operational level.

Value for money initiatives

Both CAA and Avsec are engaged in a number of value for money initiatives.

A review of CAA and Avsec support services was commenced in late 2009/10 into the way iupgaich s
services are provided to both entities and to identify any opportunities to do things differently and more

effectively across the two organisatiofis

In setting its financial budget, the CAA has continued its approach of carefully reviewing its expenditure and
taken a number of initiatives to ensure value for money over the 2010/11 financial year. The steptotdate
include reviewing and reducingesf numbers, and reviewing and reducing travel costs.

CAA will ontinue to focuson mitigating key safety risks, anaiid capability projects, where possible, through
the re-allocation of existing resources and increased reveRugureVfM changes in th€ AAwill be madeon

9 Avsec has a standby and readiness role in case of a high threat situation in the maritime arena, particifantydhéuckland where
staffs are weltrained to respond where cruisé KA LJAYX 2NJ GKSANI LI 84aSy3ISNBX YAIKG 68 FFSOGSRo
significant on a day to day basis and accordingly has not been given prominence @lthis S

10 imited costs associated with the CAA/Avsec support services have been budgeted in 2010/11 as the outcome of the réviewnis un

16| Page
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the basis of clear risk assessmeFhere have beenadecisions taken yet atie priority of VM change# the
CAA

As part of the decisions around the recent Avsec review of Domestic and International Passenger Security
Chargesthé 6 Ay Si RSOARSR (GKIFIG ¢NIyYyaLR2NI o6aiAyAaidNRBo 2FFAC
YR NRodzadfe&e NBEGASEg ! gaS0Qa LI yySR 02ai &adNHzOGdz2NBE 3
robust monitoring measures and appropriate performanndicators to achieve better transparency, and to

I 34dz2NE NBlFazylofSySaa FyR STFFAOASyOe I NRdzyR ! gasS0Qa

I FoAYySG fa2 aiSR GKFIGd hTFAOAItA ARSYGATe YR AYLX S
performance indicatorand that a review be done of the overall charges process to identify a way the charges

could be amended more quickly when appropriate. The Ministry elected to deal with this suite of

recommendations by setting up a joint Ministry/Avsec Value for MonejeBtoAvsec is committed to working

with the Ministry of Transport on the Value for Money project as it is rolled out.

High level financial overview

CAA

The CAA is projecting a deficit of $2.646M in 2010/11 compared with a forecastiygaieficit of $0.41M for
2009/10. The latter reflects an improved result from the budget position, as a result of higher revenues due to a
recovery in flight passenger volumes following the global financial crisis, together with closely managed
expenditure.

The $2.646M deficit budgeted in 2010/11 has been set with expected firmer revenues and with increased costs
primarily arising from the relocation of the Petone offices to Wellington (includingofiheosts), increases to

the Aeronautical Information Sepgs (AlS) contract, and an increased capability investment. The latter
capability investment targets improvements to operational areas such as the implementation of a safety
management system (SMS), improvements to the safety information IT applicat@aytheillance business
process and improving the capability for the management of projects and change within the CAA.

¢KS nwamnkmm 06dzRISG SEOf dzZRSE lyé FAYLFYyOAlf ARahding OF G A 2
Review.

/11 Q&eaieduits for 2011/12 and 2012/13 are being held at relatively constant levels. However, operating
financial deficits are not considered sustainable and this has necessitated theuDAikg Review.

. Avsec

Avsec is projecting an operating deficit of $10.344r2010/11 increasing to a deficit of $15.126m in 2012/13.
The projected operating deficit in 2010/11 compares to a forecast-gadrsurplus of $12.457m for 2009/10.

The projected operating deficit in 2010/11 and eygars, is a direct result of reducitige Passenger Security
Charges to $10.00 for international passengers (down from $15.00), and $4.35 for domestic passengers (down
from $4.66) both GST Inclusive.

The Passenger Security Charges were set in April 2010 and in normal circumstances, tigesewsiiad be
reviewed 3 yearly. Any future review has not been included in these projections, as it is a regulated charge.

The Operating deficits over the period 2010/11 to 2012/13 will be managed by utilising previous surpluses
recordedin the Memorandurnof Accounts.
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Avsec is reasonably confident of its revenue projections at the time of compilation, due principally to the
assumption that competitive pressures in the NZ Aviation market will continue in the medium term. Current
carriers and potential newagriers will continue to make changes to operations, including new types of aviation
activity and routes, and new service offerings.

The 2010/11 budget was prepared from a zero base with every expenditure line having beeverkyiestified

and challengedThe 2011/12 and 2012/13 projections have been compiled based on the 2010/11 budget with all
known contractual commitments, planned and anticipated project expenditure and staff changes having been
applied.

Consolidated key financial indicators

The tablebelow sets out key financial performance iratiors for each othe CAA and Avseand consolidated
for the Authority overall

2009/10 2009/10 2010/11 2011/12 2012/13
Budget Forecas Budget Forecas Forecas
$000 $000 $000 $000 $000
Civil Aviation Authority (CAA)
Revenue 24,732 28,465 30,189 31,134 31,699
Output expenses 29,231 28,906 32,835 33,707 34,32
Net surplus (deficit) (4,499 (441 (2,646 (2,573 (2,63)
Cash and bank balances 326 6,146 4,418 1,660 (932
Net assets 4,785 8,602 5,956 3,382 748
Capital expenditure 750 613 2,316 905 905
Aviation Security Service (Avsec)
Revenue 79,588 84,404 69,137 71,277 72,494
Output expenses 78,174 71,947 79,481 84,386 87,62¢
Net surplus (deficit) 1,414 12,457 (10,344 (13,109 (15,126
Cash and bank balances 56,442 71,925 61,175 50,905 38,16(
Net assets 61,971 77,217 67,156 54,351 39,225
Capital expenditure 11,845 9,790 8,18 2,96 1,886
Consolidated
Revenue 104,32¢ 112,854 99,311 102,396 104,174
Output expenses 107,404 100,838 112,301 118,079 121,937
Net surplus (deficit) (3,085 12,016 (12,990 (15,682 (17,759
Cash and bank balances 56,768 78,071 65,593 52,565 37,228
Net assets 66,756 85,819 73,112 57,733 39,973
Capital expenditure 12,595 10403 10,499 3,866 2,791

Note 1: net of elimination related to CAA compliance audit of Avsec under part 140 of Civil Aviation Act 1990

¢l hwL¢, Q{ YO, {¢w! ¢9DL/ wL{Y{

The everyday business of both the CAA and Avsec focuses on managing risk to, and minimizing risk for members
of the public using the civil aviation system in and from New Zealand. The Authority operates a risk management
framework, based on the principleg ISO 9000 and ISO 31000, for the purpose of dealing with system, provider,
and participant risk, and for mitigating strategic risks faced by the Authority in its operations.

The risk management framework is also applied across the Authority in atfeasthan aviation system risk,
and is currently being enhanced. The system provides for the Authority's Audit and Risk Management
Committees (one each for the CAA and Avsec) to undertake a regular review of all Authdeitstrategic risks,
with risksbeing reviewed regularly by management.
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High level risks are managed directly by a member of the executive team in both the CAA and Avsec, with lower
levels of risks being managed at various levels of management in the organisations with oversighteuamt rel
executive team members. Risk registers are maintained and they are an integral part of business planning, and

record likelihood, impact and mitigation strategies for identified risks in different business Thé&sAuthority
has in place emergencyanagement plans and business continuity plans in the event of a building, local,

regional or national emergency.

The table below shows thddh level strategic risk areas wehich the Authority is exposed. These are being

addressed through specific mitigah strategies andhrough capability development and organisational change

programmes

RISK

MITIGATION INTERVERN

Economic driver of safety and security
risk

The current global economic situation may
diminish (or compromise) the safety and
security efforts of both aviation participants
and the regulator. For example, some
participants in the civil aviation system may
cut corners and pay less attention to safety
and security in managing their operations in
times of economic difficulty.

monitor developments and deploy regulatory interventions to
mitigate the risk.

implement or require specific remedial action as necessary where
non-compliance is observed or reported.

continue to ensure thé\uthority has the capacity to fund and carry
out its obligations to a high standard.

Rapid changes in aviation and security
technology

Rapid changes in aviation and security
technologies requires more frequent updatini
of Rules and operating methodologies, as wg
as requiring regular updating of staff skills to
keep pace.

Failure to invest in either would be
detrimental to asafe and secure civil aviation
environment, and the efficiency and
effectiveness of the system.

collaborative engagement with aviation participants, aircraft
manufacturers and other external stakeholders to better address
issues that arise from technological changes.

regular interaction with overseas regulators and industry
representatives.

train CAA technical staff to update their knowledge on new aircraft
and aerospace and aviation security technology intended for the
New Zealand civil aviation system.

Loss of confidence by key stakeholders
Loss of confidence by key stakeholders

(Minister, Minstry of Transport, Government,
industry) that the Authority is delivering value
g2dzf R ASNAR2dzAf & AYLIS
standing and ability to deliver to its mandate.

Reputational risk as a result of a systemic
failure in an area over which the Authority
exercises full control (e.g. a screening failure
leading to a security incident).

ensure Athat oper:’:lting strategies and investment are aligned to
D2@SNYyYSyioa FyR 20KSNJ 1Se ai
value created from our activities is demoresbie.

active engagement with stakeholders to inform, and be informed,
issues and risks as they arise.

testing standards set at a high level.

internal quality systems place emphasis on compliance and conti
improvement.

improvements in staff capabijit

use of proven modern technology.

Increasing demand to address
environmental issues and emissions
The capability of the Authority to address
environmental concerns from the New
%BSILELFYR | GAFGAZ2Y
O2yTARSYOS A whilitiitis S
adequately respond to civil aviation
environmental issues with stakeholders.

480
I d

work with aircraft operators and Airways Corporation on the
implementation of Performance Based Navigations systems (PBN
and other similar efficiency initiatives.

monitor developments in the technical and safety aspects of the
environmental impact of aviation.

Civil Aviation Authority Statement of Intent 2018
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RISK

MITIGATION INTERVEON

Changes in aviation regulatory approach
LT bSg %SI{flyR R2Sa
international standards, the effective and
efficient engagement of New Zealand with
international civil aviation will be constrained
and regulatory costs could rise as New Zeald
would not be able to rely on overseas
regulatory systems.

work to ensure New Zealand meets its obligations to international
civil aviation agreements, including the Chicago Convention.
Implementation of SMS approach to regulation, a State Safety Pla
and other corrective actions following ' hQa | { h!t o0
USAP (security) audits of New Zealand.

Ongoing security threats against the
aviation industry (and other modes of
transportation)

Changing and evolving aviation (and other)

security risks.

Instability and underesourcing, irareas of
interest to New Zealand, increases the aviati
security risk in the South Pacific.

the Authority remains connected to other regulators to ensure ear,
awareness of any pending/potential security requirements and
responses.

maintain awareness aesearch, development, and procurement of
new and emerging aviation security technology.

ensure security requirements do not unduly impede maintenance
efficient passenger and cargo flows.

capability development, training equipmerand strategic advice to
the South Pacific aviation authorities.

planning for the implementation of new and enhanced security
measures.

enhanced intelligence.

A significant aviation incident

A significant incident at an airport in New
Zealand ooverseas could create unexpected
demands with respect to safety or security
that requires an immediate response from th
Authority (e.g. a volcanic event affecting NZ
airspace or major damage to airport
infrastructure.

intelligence gathering and analgs
contingency plans for various scenarios.

Civil aviation revenue flows

Volatility in passenger numbers (caused by
global recession, natural disaster, pandemic
fears, changes in preferred passenger
destination (or airline schedule changes) or
disinclination to travel due to security threats|
or environmental policies) complicates
accurate revenue forecasting.

Passenger safety levy revenue may not be
sufficient to finance the required CAA
capability in the short to medium ternwhile
increasing pssenger numbers create a risk o
over-recovery of passenger security charges
for Avsec.

complete the aviation safety Funding Review (in collaboration wit
the Ministry of Transport and the Treasury) with clear
recommendations on how to resolve tifiending issue.

balance levy income against revenue from other sources.
manage better the recovery of fees and charges.

maintain efficiency measures (e.g. review travel, training,
recruitment, etc.).

examine alternative means of financing shtetm capital
requirements

close liaison with carriers regardirsgheduling changes, to ensurg
effective deployment of Avsec resources.
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MITIGATION INTERVERON

Organisational capability and resilience
The Authority may be constrained in its abili
to implement internal change within thEAA
as quicklyas needed in the increasingly
dynamic aviation and regulatory environmen
and static revenue streams.

9 implement human resources strategies to ensure the most
appropriate and capable staff.

9 ensure longterm plans reflect expected changestiive aviation
environment.

9 optimise relationships with stakeholders.

9 tight financial management including ongoing review of
remuneration strategies, and other significant expenditure.

9 continue rigorous review of costs against the budgets.

1 continual reviewand update of the contingency or business
continuity plans.

Staffing instability and attrition

Some Authority staff members are
approaching retirement. The Authority may
find difficulty in accessing suitably qualified
staff as and when required.

Thereis competition, both domestic and
international, for qualifiedtechnical and
professional staff in the aviation industry.
Emergence from the recession may see
attrition rates increase as staff seek other
opportunities

9 succession planning.

1 preparednesgo recruit internationally for necessary
technical/professional skills.

9 capability development, in particular implementation of the
leadership development program.

1 ongoing review of employee recognition and rewards and
remuneration benchmarking.

1 collective bargaining negotiations with Combined Unions.

9 enhanced staff communication strategies.
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It is based around the requirements of the Crown Entities Act 2004, and the guidance issued by the Ministry of
Transport, the Office of the Auditor General and Audit New Zealand.

STRATEGIC DIRECTION

This section sets out the way in which the Authority @i Yy G NA 6 dzi S (2 GKS D2@SNYyYSyidQa

| Government outcomes

The@ OSNYy YSy i Qa 2@0SNIff 32+t A& (G2 INRY GKS bSs %SItlyR
opportunities for all New Zealanders. Thev@rnment has identified simain policy drivers that il assist in

achieve this goallhey are: a growtkenhancing tax system; better public services; support for science,

innovation and trade; better regulation, including regulations around natural resources; investment in

infrastructure; and improved education and skills.

D2 @S NY Y S ytér@ dranspdry aitcomes
Tomeetthe@ BSNY YSy (i Qa 2@SNItf 32Kt GKS aAyAaemdNI 2F ¢ NI yalLl
transport outcomes:

A. An efficient transport system that supportisgh levels of economic productivity, provides strong
international connectivity for freight, business and tourism, and meets international obligations;

A sustainable funding basis for transport infrastructure investments and use;
A high quality transpora @ 8 G SY F2NJ ! dzO1f FyRX (G(KS ylrdA2yQa fINBSa
'y 00SaaArofS FyR abF¥S GNIyalLR2NI adeaidSy GKIFG O2y i N

environmental welfare.

Authority outcome

¢t2 | OKAS@S i KS -tebr2oftSNFHIT Hanspartathef ABtlyorty has established its contributing
outcome to be:

SAFE AND SECURE CIVIL AVIATION FOR NEW ZEALAND

Contributing to the outcome

An efficient and effective supervisory regignehosefocus is orthe safety and securitgf participantsand users,
is key to maintaining confidence in the aviation sector in New ZealHmd.is achieved by ensuritigat aviation
sector participants comply with applicable rules and maintain adequate management and cdritreiro
business and of riskinheent in the sector

The complexityf the aviation system is reflected in the involvement of multiple players (airlines, aerodromes,
air traffic control, general aviation operators, and individual participants). That complexity requires the
regulatory andsupervisory system to be clear about State compliance with international obligations, the need
for, and requirements of, internationally consistent standards, and a clear allocation of responsibilities.
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