F.11

0 2011/12 ANNUAL REPORT
CIVIL AVIATION AUTHORITY OF NEW ZEALAND

ISSN 1177-6072

1SN 1177-9403 (online) New Zealand Government



CONTACT DETAILS

A

CIVIL AVIATION AUTHORITY
OF NEW ZEALAND

Te Mana Rererangi Tamatanui o Aotearoa

Civil Aviation Authority of New Zealand (CAA)

Level 15, 55 Featherston St.,

PO Box 3555, Wellington, 6140 New Zealand
Tel: +64 4560 9400

Fax: +64 4 569 2024
E-mail:info@caa.govt.nz

Web: www.caa.govt.nz

Aviation Security Service (Avsec)

Level 14,55 Featherston St.,

PO Box 2165 Wellington, New Zealand
Tel: +64 4495 2430

Fax: 644 495 2432

E-mail: reception@avsec.govt.nz

Web: www.avsec.govt.nz

Civil Aviation Authority

of

New Zealand

Annual

Report

2011/12


mailto:info@caa.govt.nz
http://www.caa.govt.nz/
mailto:reception@avsec.govt.nz
http://www.avsec.govt.nz/

This Annual Reporthasbeenpreparedinaccordance with:

Section 38A of the Third Schedule to the Civil Aviation Act 1990; and
Section 150 of the Crown Entities Act 2004.

| provide this Annual Report on the performance of the Civil Aviation Authority of New Zealand for the financialyear 1 July 2011
to 30 June 2012.

N

NIGEL GOULD
Chairman of the Civil Aviation Authority of New Zealand

26 October2012

Civil Aviation Authority of New Zealand | Annual Report | 2011/12



Q CONTENTS

F.11

CHAIRMAN’S OVERVIEW
DIRECTOR’S INTRODUCTION

PART A THE CIVIL AVIATION AUTHORITY'S STRATEGIC CONTRIBUTION

OUR ROLE

OUR STRATEGIC FRAMEWORK

OUR OPERATING ENVIRONMENT
OUTCOME ACHIEVEMENT FOR 2011/12

PART B REPORTING PROGRESS AGAINST THE AUTHORITY'S STATEMENT OF INTENT

STRATEGIC PRIORITIES AND OPERATING INTENTIONS
MANAGING KEY STRATEGIC RISKS
MANAGING ORGANISATIONAL HEALTH AND CAPABILITY

PART C STATEMENT OF SERVICE PERFORMANCE AND FINANCIALSTATEMENTS

STATEMENT OF RESPONSIBILITY
AUDITOR’S REPORT

STATEMENT OF SERVICE PERFORMANCE
FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS
ADDITIONAL FINANCIAL INFORMATION

PART D APPENDICES

APPENDIX 1: ORGANISATIONAL STRUCTURE
APPENDIX 2: GOVERNANCE AND ACCOUNTABILITY
APPENDIX 3: OPERATIN G ENVIRONMENT
APPENDIX 4: RULES DEVELOPMENT PROGRAMME
APPENDIX 5: SAFETY DATA

10
11

22
31
32

44
45
49
64
68

102

108
109
111
114
116



CHAIRMAN'S OVERVIEW

Itis a pleasure to report that the Civil Aviation Authority has made significant progress in achievinga number of desired
outcomes from the Statement of Intent. The Authority and management have focused on improving the Authority’s capability
and capacityinthe performance of its regulatory and security service deliveryroles.

The Civil Aviation Authority hasa key role in providing assurance of safe air transport, which

underpins growthin passenger and cargo volumes and enables access to international tourism and $ 1 2 b n

. !
business markets worth almost $12 billion™ to the NewZealand economy. New Zealand e

- . . . . Contribution to NZ

administered airspace covers some 30 million square kilometres —or 5% of world airspace and
domestically some 269,000 square kilometres. Y
Across New Zealand In2011/12 9.9 million passengers travelled on maindomestic routes, 4.8 $5bn
million passengers travelled oninternationalairlines, and $5 billion of international airfreight International
(98,000 tonnes) was transported. The aviationindustryinternationallyis expected to doublein it
the next 20 years, whichwillhave impacts on New Zealand that we must be wellpositioned to / NEW ZEALAND ADMINISTERED AIRSPACE ﬂ'\l
deal with. P . :

To ensure the Authorityis wellplaced to meet these challengesa number of recommendations
from the Auditor-General’s 2010 review to develop a more responsive, fit-for-purpose, risk
focused regulator that provides better value for moneyandservice to its stakeholders, have
been implemented. Nine of the thirteen recommendations have been completed and the other
fourincorporated into our day to day operations.

30 million squa{re kilometres

9.8m

4 /

The Auditor-General also highlighted the need fora different culture and leadership style. The

One Organisation Change Programme reviewed and revised the structure, leadershipand re- Domestic passengers

focusedthe Authority on its need to maintain the highest standards of regulatory oversightand 4 6

security. | am pleased that the Authority was able to achieve its change programme within . m

budgetduring 2011/12, with provision being made for residual costs in the 2012/15 period. international
passengers

The Authority has shiftedits focus to become a more risk based regulator under our new Regulatory
Operating Model. The risk-based approachis evidencedinall aspects of regulatory work: in developing ove rsight mechanisms
forthe whole civil aviation system, settingstrategies for the different aviation sectors and in monitoring the performance of
individual participants.

The Authority has also recognised that a major factorinachieving the results requiredis a closer relationship with all
stakeholdersintheaviationsector.

To this end the Authority undertook e xtensive industry consultation to review its funding model during the year. Government

1
$11.76billion, Oxford Economics: Economic Benefits from Air Transport in New Zealand, 2010.
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has now approvedanew funding framework to take effect from 1 November 2012. The revised fees and charges willbe more
appropriately apportioned across the industry and provide an appropriate level offundingfor the Authority to performits
regulatoryfunction.

The Authority has contributed to the Government’s value-for-money expectations and provided both increased synergy and
costsavings byintroducinga shared service model between the Authority’s regulatory functions and the Aviation Se curity
Service.

In 2011, the Authorityresolved to reduce the level of funds in the aviation security services reserves balances. Cabinet approved
the reductioninsecurity charges to minimise the impost on the industry, recognising thatitwould be necessaryto readjust the
charges when the reserves were lowered sufficiently. The reserves have been reduced although this has occurred at a faster
rate thaninitially planned due to passenger numbers being lower than forecast and some one-off costs associated with the
implementation of the Authority’s change programme. The Authorityis now planning to reviewthe aviation passenger security
charges. Thisis being relied upon by the Authority to take effectin the 2012-13 financial year to maintain the financial viability
of the Aviation Security Service.

In 2011 New Zealand hosted its biggest e ver international event. During the Rugby
World Cup the world’s focus was on New Zealand and the Aviation Security Service
played asignificant role insupporting its success. A large short-term influx of
passengers atour airports was managed seamlessly and professionally by the
Service and demonstrated the value of the Authority working closely with other
governmentdepartments. This helped to leave a positive and lasting impression of
New Zealand withtens of thousands ofinternationalvisitors.

“Safe flight for social
connections and

economic benefits”

Ourwork programme and outcomes achieved for the year are significant and would not
have been possible without the close working relationship we have with the Minister of
Transportand Ministry officials. We have achieved a great deal which is testimony to the dedication
and professionalism of the management and staff within the Authority.

During the year we welcomed Graeme Harris to the dual rolesof Director of Civil Aviation and Chief Exe cutive Officer. Graeme’s
considerable aviation experience, equip himwell to |ead the Authorityinto the future.

Finally, mythanks also to the aviationcommunity who have supported the changeswe are makingto build a more responsive
and fit-for-purpose Authority that provides “safe flight for socialconnections and economic benefits” to New Zealand.

N

Nigel Gould

CHAIRMAN
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DIRECTOR’S INTRODUCTION

I am pleased to report the Civil Aviation Authority has made significant progressthis year.

A substantial work programme has been delivered while a new Regulatory Operating Modelhas beenintroduced througha
substantialprogramme ofchange.

The Change Programme was introduced i n response to recommendations from the Auditor-General which identified that the
Authority needed to significantly improve its capability and performance to meet the demands of the aviation environment. The
Authority's Surveillance Systemhad not beensignificantly changed since it wasimplemented in the early 1990s, and the
Auditor-Generalidentified that the efficiency and effectiveness of the Authority’s surveillance and certification processes
needed to be more effective and more consistently applied. Strengthening and enhancing our leadership and culture was also
identified as areas requiringe mphasis.

To meet these recommendations we have changed our structure to become a more appropriate, responsive regulator.
Leadershipand management training programmeshave beendeveloped andimplemented to improve our capability. The newly
formed Policy and System Interventions group hasenhanced our safety analysis and risk profiling ability to enable more
appropriate risk assessments and regulatory oversight. The Aviation Infrastructure and Personnelgroup functions nowinclude
the management of personnel licensingand medical certification, to achieve a more cohesive approach.

The majority of the Auditor-General’s recommendations have now beensigned off andwe are confident our structure and
increased capability will deliver the appropriate servicesto the sector.

Confidence inthe safetyand security of the civil aviation system underpins the substantial e conomic contribution of the aviation
sectorinNew Zealand, and the Government hasapproved a new funding framework from 1 November 2012 that will more
appropriately ensure users meet the true cost of the servicesthey receive fromthe Authority.

We have alsointroduced a Shared Services model with Aviation Security Serviceswhich hasprovided a more appropriate fit-for-
purpose organisation and supplied value-for-money savings in a fiscally constrained public sector.

We have engaged more closely with our stakeholders and willcontinue to do so as the sector moves to a Safety Management
System. Thisis a proactive programme ofriskand safety management that placesa strong focus on operator responsibility with
regulatory oversight fromthe Authority.

I am proud of the professionalismand engagement shown byall staff with their contributions to rebuild and refocus the
organisationduring a time ofchange. | also thank the Authority members and monitoring agencies for their contributionand
ongoingsupport.

Graeme Harris
Director of Civil Aviation

3|Page
Civil Aviation Authority of New Zealand | Annual Report | 2011/12


http://cirrus2007/SiteDirectory/ODS/BPR/Corporate Comms/Loop Images/Staff Images/harrisg.jpg

41Page
Civil Aviation Authority of New Zealand | Annual Report | 2011/12



PART A:

THE CIVIL AVIATION AUTHORITY’S STRATEGIC
CONTRIBUTION
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1 OUR ROLE

NATURE AND SCOPE OF FUNCTIONS

PURPOSE

The objective ofthe Authorityis to undertake its safety, security, and other functions in a way that contributesto the aim of
achieving an integrated, safe, responsive, and sustainable transport systemz. The Authority deliversits services through two
business groups/arms:

Regulatoryservice deliveryunder the Director of Civil Aviation; and
Aviationsecurityservice delivery regulated by the Authority under Civil Aviation Rule Part 140 (aviation security service

organisation).

SCOPE OF WORK

The Authority regulates the civil aviation system through a set of Aviation Rules, and exercisesits regulatory functions through:

certification and licensing ofaviation participants in the New Zealand civil aviation system;

surveillance (routine audits, inspections, spot checks of aviation document holders) to monitor compliance with safety
and security standards;

investigation ofaccidents andincidents;

enforcement by taking appropriate action where breaches of civil aviation legislation have been identified,;

safety promotionthroughinformation, advice and education;

otheractivities, incduding:

- developmentof civil aviationrules, aligned with international standards;
- contribution to the civil aviation system (including airspace) policy development; and

- oversight of administration of the Health and Safety in Employment Act 1992 and Hazardous Substancesand
New Organisms Act 1996 in the aviation sector.

The Authority provides aviation security services:

forallinternational passengers and their hold and carry-on baggage, at seven security-designated airports;
fordomestic passengers onaircraft with 90-plus passenger seats, and their carry-onbags; and
through perimeter patrols and screeningairport workers at certain sites; and byissuingairportidentity cards.

The Crown has delegated certaininternationalcivil aviation obligations to the Authority or the Director of Civil Aviationin
respectof the International Civil Aviation Organizationand the Convention on International Civil Aviation signedin Chicago on
7 December 1944,

GOVERNMENT’'STRANSPORT OUTCOME

The policydirection document for transport, Connecting New Zealand, expresses the Government’s overall objective as “an
effective, efficient, safe, secure, accessible and resilient transport system that supports the growth of our country’s economy, in
orderto deliver greater prosperity, securityand opportunities for all New Zealanders”.

New Zealand has some of the safest skies in the world, but keeping the number of air accidents trendingdownwards is getting

2
Civil Aviation Act 1990, s72AA
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harder. The Authority has to manage the same broad scope of aviation activities as covered by regulators in much larger
countries while keeping up with continuing growthin the numbers of participants and passengers, as well as advancesin
aviationtechnologies and international standards.

THE AUTHORITY’S STRATEGIC DIRECTION

The Authoritydevelopedits Strategic Direction documentin 2011 in response to the need fora more vibrant, responsive
organisationthatappropriately reflects the needs of the aviation sector. This documentoutlines our key areas offocus and how
we are developing into amore responsive, risk-based regulator. It also outlines how we willcontinue our focus on ensuring
strong safety performance, and work with industry to maintain this. We have dedicated strategiesto address identified safety
issues where safety performance is not what we would expectit to be.

The Authority recognises that better outcomes can be achieved if we workwith the aviation industryinintroducing the
necessarychanges. We may have differentroles, but we share acommon objective with participants to improve safetyinthe
aviationsystem.

We will also take a strongerrole in the development of airspace policy and planning, and instreamlining the processes for
developing and applying standards for safe and efficient use of New Zealand’s airspace.

7|Page
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2 OUR STRATEGIC FRAMEWORK

The Authority’s Strategic Framework supports the Government’s objective for the transport sector to maximise the economic
and socialbenefits for New Zealand and to minimise harm.

AUTHORITY’S OUTCOME

The Authority’s outcome describes the ‘future state’ upon which the Authority focusesand whichis strongly aligned with the
Government’s objectives for the transport system:

Safe flight for social connections and economic benefits

Safe flightis being achieved through the contributions made by the Authorityandawide range of other stakeholders and
aviationsystemusers. The progressthat the aviation systemis making towards that outcome annuallyis measured by our
performance measurement framework.

IMPACTS OF THE AUTHORITY’S WORK

The impacts describe how our work willaffect the aviation systemand the intended results.

We achieve ourintended impacts principally through our own efforts; however other organisations may also undertake work
that contributes to the impacts.

The Authority’s areas of emphasisand specific ‘outputs’ (e.g. ourwork programmes) deliver our impacts.

AREAS OF EMPHASIS AND OUTPUTS

Outputs and projects comprisingour areas of emphasisandimpacts canall contribute to more than one iteminthe next step up
in the framework. However, for simplicity, we have shown the main relationships in the following diagram.

8|Page
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THE GOVERNMENT’S OBJECTIVE FOR TRANSPORT

An effective, efficient, safe, secure, accessible, and resilient transport system that
supports the growth of our economy, in order to deliver greater prosperity,
security and opportunities for all New Zealanders

which contributes to

THE AUTHORITY’S OUTCOME FOR THE CIVIL AVIATION SYSTEM

Safe flight for social connections and economic benefits

that contribute to
THE IMPACTS OF THE AUTHORITY’S WORK

- ---Being safe - - - - - - - - Feeling safe ----
L . New Zealand h
Aviation A safe airspace ew cealar dlligs People have
. X . positive . -
participants act environment is . . confidence in the
. . international .
safely and actively sustained for all . . safety and security
: o s reputation for air .
manage risks aviation activities - of air transport
safety and security
leading to

THE AUTHORITY’S AREAS OF EMPHASIS

Becoming a More
Responsive & Results
Driven Organisation

Increasing Overall Improving Sector Safety
System Effectiveness Performance

which are focussed on

THE AUTHORITY’S OUTPUTS

System Certification Surveillance Security
Design & Outreach & Licensin & Service
Evaluation 9 Investigation Delivery

are deployed to deliver

THE AUTHORITY’S RESOURCES

People Systems Information
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3 OUR OPERATING ENVIRONMENT

AVIATION DOCUMENT HOLDERS

There are 756 organisations, 43,189 individuals and 4,755 aircraft participating in the New Zealand aviation systems.

INTERNATIONAL AND DOMESTIC AIR PASSENGER MOVEMENTS

The aviationindustryis highlydynamic. Air passenger trafficis veryreflective ofeconomic cycles, and geopoliticalevents (i.e.
terrorism orinternal political turmoil). Traffic growth is aligned to economic growth of countries, and growth in passenger
numbersinNewZealandis predominantly driven by travellers from Asia.

GLOBAL REGULATORY CHANGE

Through global co-operation, regulators are able to share aviation safetyinformation and cooperate in the certification of civil
aircraft. Thisis achieved through membership of the International Civil Aviation Organization, and a series of bi-lateralaviation
agreements between New Zealand and other countries. Risk-based regulation, based around the use of Safety Management
Systems, is emerging as a global standard in the aviationindustry. Itisseenasthe nextstep inthe evolution of safetyin
aviation, andisincreasingly beingusedinthe management of other critical areassuch as qualityand aviation security. It
integratessafety riskmanagementas a fundamental business process.

The Authority has recentlyissued its Regulatory Operating Modelincorporating contemporary approaches to riskbased
regulationandsector oversight.

TECHNOLOGY CHANGE

Advancementinaircraft technologyis changingthe priorities of aviation regulators. Rapid advancesin aviation technologies
have required the Authority to enhance the existing information base, and build relationships with participants in emerging
technology. Regulatory servicesstaff are trained, bothin New Zealand and overseas, to maintain and enhance their skillsto

international levels.

AVIATION SECURITY

As the global marketplace continues to grow, millions of international travellers and tonnes offreight are exposed to various
.. . L .. . . 4 -

types of aviation-related services. The global civil aviationindustryis capable ofenormous change andvolatility, andthe

Authority mustkeep track of these changes to ensure that NewZealand’s civil aviation system meets i nternational expectations.

The Authorityis regarded as a world-cass provider ofaviation security services.

SUSTAINABLE GROWTH IN AVIATION

Aviationcontinued to deliver continuous improvements infuel efficiency through the application of advances in technology,
operations and infrastructure; and is committed to meeting environmental performance targets. The International Civil Aviation
Organization continued to be the foruminsettinginternationalaviation goals, working on market based measures and
promotingsustainable biofuels in aviation. The Authority actively participatesin these forums and developments.

3
Adetailed breakdown of these participants is shown in Appendix 3 at page 109.
4

Air passenger and cargo traffic are highly sensitive to natural disasters, economy, politics, levies imposed on emissions trading schemes, and fuel price
fluctuations. The aim of regulators and providers is to minimise aviation accident, minimise costand optimise revenues using technology in the air and on the
ground.
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3 OUTCOME ACHIEVEMENT FOR 2011/12

Achievingour outcomes willresultin improvement in aviation safety and security trends, and will have the following impacts:

being safe - aviation participants act safely and actively manage risks; that a safe airspace environment is sustained forall
aviationactivities; and aviation security measures are effective; and

feeling safe - people having confidence in the safety and security of air transport and, havinga positive international
reputation forairsafetyand security.

This is achieved by New Zealand having an effective and responsive civil aviation regulatory system.

Impact: Being safe |

What it means to the Authority? l
Decreasing number of aviation accidents, decreasing Overall outcome
social cost of aviation accidents, and prevention of
aviation security incidents. These can be achieved if Safe flight for social connections and
aviation risks are actively managed, industry applies . )

technology and system developments that sustain economic benefits

safety, and sector organisations and personnel act
safely, individually and collectively.

Social Connectivity

Indicator 1: Accident rates Indicator: International aviation agreements in place
Measures: Social cost per seat hour of exposure; accident Number: 18
Effective and responsive rate per 100,000 flying hours; and number of civil aviation
—> accident fatalities and injuries — Indicator: International routes
regulatory system Target 1: No serious accidents (Refer page 115) Number: 30
| Indicator 2: Security incidents Indicator: Registered aerodromes
Measure: Number of in-flight, airside and dangerous goods Number: 25
What it means to the Authority? security incidents .
New Zealand has a strong Target 2: No security incident that compromises safety. Air transport sector contribution to New Zealand economy.
international reputation for air safety (Refer page 116) Indicator: Sector Contribution to Gross Domestic Product
B Number: $11.75B
and security. Indicator 3: Sector risk profiles
. Measure: Change in risk index Indicator: Employment in sector
Measure: Level of Effective Target 3: Risk index remains unchanged or improved. (Refer Number: 128,000
Implementation ratings in 8 critical page 116)
elements and areas of the audit. Indicator: Regulatory spend as % of Sector Contribution (gross

value added)
Number: 0.25%
Target: Level of Effective Implementation )
ratings are equal or better than Impact: Feeling safe |
Organisation for Economic Co-operation

and Development average in all 8 critical |

elements and areas. (Refer page 17.) What it means to the Authority? People have
. o o confidence in the safety and security of air
International Civil Aviation Organisation transport.

aviation security audit results are highly
confidential and restricted.

Indicators: Travelling public and participants’ confidence Ultimately, commercial aviation (supported by regulatory aviation)

on New Zealand civil aviation . enhances economic activity. The achievement of the Authority’s overall
Measure: Annual user confidence surveys (air passengers outcome enables the New Zealand civil aviation sector (i.e. commercial
and aviation participants) aviation including aviation providers) to support New Zealand’s gross
Target: Improved confidence levels over 2011 resilt. Refer domestic product and employment (through four channels: direct, indirect,
page 16). induced and catalytic, i.e. the gross value added, GVA)).

OUTCOME

The overall outcome for the Authority is safe flight for social connections and economic benefits.
MEASURE: SOCIAL CONNECTIONS

Social connection benefits depend upon New Zealand carriers’ ability to flyinand out ofother countries. Aviationbroadens
people’sleisure and cultural experiences through a wide choice and affordable access to destinations acrossthe globe, often
serving as the only means oftransportation to remote areas, thereby promotingsocialinclusion. Aviation contributes to
sustainable development by facilitating trade and tourism, generating e conomic growth, creating jobs and increasing tax
revenues. In additionaviation supports the delivery of emergency assistance, and swift delivery of medical supplies, and organs
fortransplantation.

11|Page
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New Zealand's aviation related agreements with other State Authoritiesare based on confidence in the NewZealand aviation
regulatory system. Without these agreements, increased costs for NewZealand commercialaviationwould occur. New Zealand

has 18international aviation agreemems5 in place. Newagreements were signedin 2012 with Japanand China.

While economic recoveryin the West continued to slow duringthe 2011/12 financial year, many East Asian e conomies
registered Gross Domestic Product growth and related increased air passenger numbers of more than 20% — Asian arrivals in
New Zealand grew by 9.1%.

In 2011 there were 40 (2010: 31) routes connecting New Zealand to urban

aggl omerations’ around the world. 14 (2010:8) of these routes connected New
Zealandto cities of more than 10 millioninhabitants. Flight frequency to the most In 2011 there were
economicallyimportant destinations (for example, Los Angeles, Sydney) provides 40 routes

. - B PR 7
high speedaccess for businessand leisure activities . connecting New

There has beena decrease inthe number of flights to, and through, North America, Zealand to urban
with anincrease in flights to, and through, Asia. Aucklandis New Zealand’s busiest agglomerations
airportand the gateway to other domestic aerodromes. Traffic through Auckland around the world:

has beenstimulated by Gulfand Asian airlines.
14 of these were to

Internally, New Zealand has an extensive network ofair transport operations, ..
cities of more than

ferrying passengers and freight between 26 aerodromesaround the country. In 2011,
there were 252,658 total flights in New Zealand; of these 192,248 were domestic 10 million
flights (or 1,716 one way flights per week); and 60,410 were international flights (or inhabitants.
539 one wayflights per week). Approximately 9.95 million passengers were carried
on internalflights withinNewZealand inthe 2011/12 year, with 5.64 million being
securityscreened byaviation security services. As canbe seeninthe table below,
passenger numbers continue to grow:

Number of air T ) For the years ended 30 June % change
umber of air passengers 2007 2008 2000 2010 11 w012 | 20110002

Total international passenger

4,359,298 4,436,717 4,312,686 4,452,310 4,582,295 4,775,762 +4.22%
departures

Total domestic passengers recorded by:

All domestic operators 8,894,997 9,777,968 9,507,548 9,243,532 9,823,072 9,954,695 +1.34%

On aircraft withseating
capacity of 90seatsor more
and subjectto security
screening (included in above)

5,024,706 5,654,619 5,620,650 5,703,733 5,497,128 5,640,916 +2.62%

Source: Authority: (Numbers may differ from Statistics New Zealand, because the Authority bases these numbers on the aviation safety and security levies.)

New Zealand has, and depends upon, a high degree ofsocialconnectedness with the rest of the world, which supports the
economic benefits achieved from aviation.

Agreements are with the International Civil Aviation Organization, the United States of America, Australia, Canada, the European Union, Tonga, the Cook Islands,
Niue, Samoa, Mongolia, and with the Pacific Aviation Safety Office, and provide variously for: Bilateral Aviation Safety Agreements; Exchange of Aeronautical
Information; Technical Arrangement on Aircraft Maintenance; the manufacture of specific aircraft; Technical Cooperation; mutual recognition of Air Operator
Certificates; working arrangements/ understanding/ cooperation between agencies; and the provision of advice and technical assistance.

Urban agglomerations are defined as contiguous built-up areas of at least 1 million population.
Oxford Economics; Economic Benefits of Air Transport in New Zealand, 2011; and New Zealand Ministry of Transport 2012.
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MEASURE: ECONOMIC BENEFITS

Contribution to New Zealand’s Economy

As anisland nation, aviation is a major facilitator of New Zealand’s e conomic activity. Safer and more secure aviation brings
confidence in the transport of global and domestic trade and tourismthat stimulatesthe New Zealand economy. The aviation
sectorsupports New Zealand’s Gross Domestic Product and employment through benefits arising in four distinct channels:

direct —the outputand employmentofthe
firms in the aviation sector;

indirect — the outputand employment b
supported throughthe aviationsector’'s New ‘ $11-76 n 128,000
Zealand based supply chain; Contribution to NZ jobs
induced —employmentand output supported economy
bythe spending ofthose directly orindirectly
employed inthe aviation sector; and '
catalytic —spilloverbenefits associated with V $4 55 b n
the aviationsector, including activity supported '
bythe spending offoreign visitors travelling to Tax contribution
New Zealandviaair, and the level of trade

A 4

directlyenabled by the transportation of
merchandise.

New Zealand has a good international safety record and is considered a lowrisk nationinterms of security. Through this
positive standing New Zealand s able to leverage many economic opportunities internationally. On the other hand, failure to
complywithinternational civil aviation standards will limit the international activities of New Zealand’s aviation sector and
consequently be detrimental to New Zealand’s economic growth.

Assurance of safe and secure air transport underpins growth in passenger and cargo revenuesand e nables access to valuable
international tourism and businessmarkets. For example, tourismdepends on a reliable aviation system, and contributed over
$23 billionto New Zealand's economy for the year ended March 2011 ($21.989 billionin 2009, $22.481 billionin 2010) and

8
employed 180,000 full-time e quivalents (182,000 full-time e quivalents in 2009, 179,000 full-time equivalents in 2010) .

L 11
-
70% of total exports by S 6 5 b n
air were from Auckland *
Exports by air
;& 2010/11
: P
.
4
"o
e JLRJ
3 3%
-4 L
P ;4

$23bn : :

Contribution of
towismtaNZ
economy

+ 4]

Tourism FTEs

8
Tourism Satellite Account 2010 Report, Ministry of Economic Development.
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Inaddition, havinganair freight regime that meets the expectations ofthe wider international community is critical to the
exportviabilityof many high-value and time-sensitive goods. Inthe financdal year2010/11, total exports transported by air
were valuedat $6.5 billion ($5.724 billion in 2010, $5.851 billionin 2009) of which 70% were e xported from Auckland

9
International Airport .
Aviationmakesa sizeable contributionto NewZealand’s economy in three distinct types ofactivity:

airlines transport people and freight (e.g. Air New Zealand, Air Nelson, Eagle Air);

aviationsupports agricultural and forestry industries and adventure tourism; ground-based i nfrastructure (airport
facilities, the on-site services provided for passengers at airports; e.g. baggage handling, ticketing, retail, catering
services, taxis, etc.) together with essential services provided off-site, such as air navigationand regulation (e.g. the
Airways Corporation); and

aerospace manufacturingbuilds and maintains aircraft systems, airframesand engines (e.g. Safe Air, Air New Zealand,
Pacific Aerospace Ltd).

Itis inNew Zealand’s economicinterests to have an efficient and effective aviation regulator to ensure safe and secure aviation
in New Zealand’s airspace.

Reduction in social cost of aviation

The Authorityworks to reduce the number of accidents and incidents inthe aviation sector, and to reduce the severity of the
consequences of those events. This hasthe effect of reducing the cost to individuals, and to the economy, of accidents causing
injuryordeath, ordamage to aircraft and infrastructure.

This is the sodial cost ofaviationaccidents and includes the value of loss oflife and life quality throughinjury, value oftime lost,
loss of output, medical and re habilitation costs (mostly through the Accident Compensation Corporation), legal and
investigation costs, and property damage.

Reductionsinaccident ratesand their severity, with the consequential reductionin numbers of deaths and in the numbers and
severity of injuries arising from aviation accidents, is showing an overall decline insocialcost to the NewZealand economy.

9
www.statistics.govt.nz
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ACHIEVING THE OUTCOME

The Authority contributes to achieving its outcome through two key channels:

IMPACT:  BEING SAFE

The Authority’simpact “being safe” means thatair passengers arrive at their
destinations safelyandsecurely. Thisisachieved throughthe Authority’s activities

thatensure that:

aviation participants act safely and actively manage risks;
thata safe airspace environmentis sustained for all aviation activities;

and

aviationsecurity measures are effective.

While a ‘zero’ aviation accident orincident rateis notrealistic, as regulator we seek
to minimisethe occurrence and consequences ofaviationaccidents or incidents.
There are external factors beyond our control that rest on the aviationdocument

New Zealand has a
good international
safety record and is
considered a low
risk nationin terms
of security.

holder (forexample, a decision to fly during poor weather conditions, or non-
compliance with the organisation’s flight operations manual).

The “being safe” impact hasa performance target portfolio which determines whether the impact has beenachieved or not,

and includesthe following measures and correspondingtargets *:

| OUTCOME: BEING SAFE, PORTFOLIO OF MEASURES AND TARGETS

Impacts

Measures 2011/12 Targets

ACCIDENTRATES

NO SERIOUS ACCIDENTS

Number of aviationfatalitiesand
injuries

Equal to or lessthanthe 2010/11 aviation fatalitiesand
injuries

Rate of aircraft accidents per 100,000
flying hours

Equal to or lessthanthe 2010/11 aircraft accident rates
per 100,000flying hours

Social costof aviation accidents per unit
of passengerexposure

Equal to or lessthanthe 2010/11social costtargets

SECTOR RISK PROFILE

Change inindex of risk

Risk levels remainedsteady or improved

SECURITY INCIDENTS

NO SECURITY INCIDENT THAT COMPROMISES SAFETY

Number of aviationsecurity incidents
that compromised aviationsecurity

No in-flight security incidents
No airside securityincidents
No airside incidents involving dangerous goods

Iftargets are achieved, air travelin
New Zealandis saferand more
secure enabling the public tohave
continued confidence in the civil
aviation system.

(Internally, the Authority identifies areas
of safety concern, and subsequently
prioritises its focus to provide asafer and
more secure air travel to the public.

The activities the Authority carries out to
influence aviation safety and security are
set outin Part B of this report)

NUMBER OF CIVIL AVIATION ACCIDENT FATALITIES AND SERIOUS INJURIES

Reduction inthe number offatalitiesand serious i njuries enhances New Zealand’s re putation for a safe aviation environment
and reduces the cost to society (whichincreases the economic benefit of the aviation sector).

10

For each of these indicators, tables of supporting data are provided in Appendix 5 at page 114
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From 2009 to 2011, New Zealand accident " rates per millionflight departureswere higher thanglobal and Oceaniarates; but
New Zealand had zero fatalitiesinall three years. In 2011, New Zealand’s aviation accident rate dropped from18in 2010 to 4.5
in 2011 and was lower than Oceania’s average. However, in 2012, there were elevendeaths, arising from an adventure aviation
accident (the Cartertonballoonaccident).

Our regulatory and educational activities seek to reduce the numbers of accidents and incidents in order to prevent fatalities
and injuries. A reduction in the number of accidents, and in the number of fatalities and injuries, reduces the social cost to
the economy as a whole.

MEASURE: RATE OF AIRCRAFT ACCIDENTS PER 100,000 FLYING HOURS

Examination ofthe rate of aircraft accidents gives a slightly different picture thanthe
socialcostanalysis. Fewer or similar numbers ofaccidents in sectors with increasing
numbers of flyinghours demonstratesa reducingincidence of accidents, and maysignal Safety and sector
thatoperators are managing risk better. performance is
Airtransportoperations are showing a higher than desired rate ofaccidents. The fact that Improving.
these sectors are meetingsocial cost targets indicates the accidents inthese sectors are
minorand non-injurious. Commercialand private helicopters and adve nture aviationare
experiencinga higherrate of accidents than targeted. Refer to Appendix 5 for detailed
tables.

The Authority is uncompromising in its focus on the safety goal for air transport to maintain and enhance strong performance
in this public transport sector. Our surveillance and certification activities seek to maintain and improve the safety record of
sub-sectors that are not performing well in safety terms.

MEASURE: SOCIAL COST OF AVIATION PER UNIT OF PASSENGER EXPOSURE

Social costis a measure of the cost of safety failure in the civil aviation system. Essentially, social cost ascribes a monetary value
to the loss oflife, serious injury, minor injury or damage to property that mayresult from an aircraft accident. Areductionin
safetyfailure will reduce the sodial cost to the economy.

Social Cost per Seat Hour - 3 Year Moving Average
Public Air Transport, Other Commercial & Non-Commercial Operations
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In the chartabove the increases inthe social costs for Other Commercial Operations reflect the deaths arising from accidents at
FoxGlacierand more recentlyat Carterton.

11
Accident means an occurrence that is associated with the operation of an aircraft and takes place between the time any person boards the aircraft with the

intention of flight and such time as all such persons have disembarked and the engine or any propellers or rotors come to rest, being an occurrence in which —
(a) a person is fatally or seriously injured, (b) the aircraft sustains damage or structural failure, or (c) the aircraft is missing or is completely inaccessible.
(Sources: Civil Aviation Act 1990; International Civil Aviation Organization definition of an aviation accident)
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While airline operators continue to achieve or better the targeted levelsof social cost, other sectors are exceeding the targets
bya considerable margin. Potentially the most serious of these is the adventure aviation transport operators. Adventure
aviation (formerly sport aircraft —transport operators) is now the most ‘costly’ aviation sector —the social cost per seat exceeds
that of private operators where a highriskis generally accepted. As well as the social cost, there is a re putational cost due to the
high profile ofadventure tourism with which adventure aviation is associated.

Commercial (non-air transport) helicopter and aircraft operators are also well above target, as are helicopters onagricultural
activity. Agricultural aeroplane operators have achieved a moderate reductionin social cost, due to decreased accident rates
and the absence of recent fatalities in thissector during a period ofgenerally decliningactivity. The non-commercial operation
of aeroplanes, helicopters and sport aircraft continue to exceed target levels of social cost. Refer to Appendix 5 for detailed
tables.

We focus on aviation sub-sectors with a higher degree of safety failure such as adventure aviation operators.

MEASURE: DISTRIBUTION OF RISK PROFILES FOR AVIATION DOCUMENT HOLDERS

This measure revealswhether participants are more actively managing risk in their
operations and indicates directly whether the Authority’s interventions are havinga positive

effecton the risk management behaviours of participants.

The risk profilesforall but two activity types show a downward trend with the average for The riskprofile

all assessed participants falling into the Low Risk (0—16) categoryby2012. Onlyone indices for all

activityis notin the LowRisk category (Part 172 Air Traffic Service Organisation); having but two aviation

increased since the 2010/11 year. activity types
show a

Whatmatters mostis notsomuchthe actual value but the trend in the Risk Profile Index
overtime.Fluctuationin the actual index may occur for many reasons (forexample, a downward trend
changeinsenior personnel, change inbusinessstructure or ownership, etc.) Itis gratifying

that, apartfromtwo areas, the trend is downwards. Risk assessments are, for the most part,
appliedonlyto holders of “organisational type” documents. Operatorsinsectors with
unsatisfactory Social Cost outcomes are not subject to risk assessment because the activities in these sectors are carried out by
individualdocument holders. Refer to Appendix 5 for detailed tables.

Our surveillance activities, certification and education activities are intended to see a reduction in risk profiles in all sectors
over time. In addition we encourage active management of risk by participants.

MEASURE: RATE OF SECURITY INCIDENTS

This measure revealswhether aviation security systems deter, prevent and/or detect attempted breachesof aviation security.
There were nosecurityincidents in 2012 that compromised aviation security, while there were three incidents in 2011. Refer to
Appendix5for detailed tables.

We will maintain our strong security performance to reduce the potential for breaches of aviation security.
IMPACT:  FEELING SAFE

The benefits for the country from a safe and secure civil aviation system will be fully realised onlyif there is a corresponding
perceptionbyusers thatflyingis safe. Thereisa growing understanding of stakeholder confidence in the civil aviation system.
A comprehensive programme is underway to survey public and participant perceptions of the safety and security of the civil
aviationsystem. Baseline data obtained forthe 2011/12 year will be used to establishan on-goingmeasure ofuser confidence.
The surveywas repeated in mid-2012, and the survey results show some improvement since 2011. The results are generally
positive forbothregulatoryandaviation security service delivery.
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Around sixin ten stakeholders believe aviationsecurityin New Zealand is effective, about sevenin tenstakeholders think
aviationsecurityservices are delivered at least ‘quite well’ and the same proportion have confidence inthe management of
aviationsecurityservice delivery to provide effective safety and security measures for the
aviationindustryin New Zealand. Almost 7 in 10 stakeholders think regulatory service
delivery oversees the implementation and adherence to safety and security regulations in
the industryatleast ‘quite well'. All of these results are similar to 2011.

Overall,
However, around 6in 10 stakeholders are either ‘very’ or ‘quite’ satisfied with the safety stakeholders’
and security performance ofthe NewZealand civil aviation system, and just 9% indicate
theyare ‘quite dissatisfied’. Stakeholders’ confidence in the management of the

confidencein the

Authorityto provide effective safetyand security measures for the aviation industryin AUthonty has

New Zealand has increased since last year, with 64% of stakeholders having confidence in increased to 64%
the Authority, compared with 48% in2011. Stakeholders’ views on certain areas of from 48% since last
regulatoryand aviation security service delivery performance remain mixed (both year

positive and negative sentiment is evident), for example only half of stakeholders feel the
Authorityis responsive in applying regulations. Equalproportions of stakeholders feel
the Authoritydoesordoesn’trespond to queries in atimely manner.

Ratings ofthe Authority’s regulatory activitieshave improvedsince last yearina number of areas. Stakeholders are more
confidentin the management of the Authority to provide effective safety and security measures for the aviationindustryin New
Zealand. Stakeholders are more likely to think the Authority will confront difficult issues effectivelyand reach a resolution, and
manage change when introducingnew civilaviation rules ‘extremely’ or ‘very’ well compared with last year.

Otherimprovements relatingto the Authority overallincludesmore stakeholders feeling that internal training and s taff
developmentandworking with the aviationindustryare beingmanaged ‘extremely’ or ‘very’ well. Areas forimprovement
include the Authority confrontingdifficult issues effectivelyand reachinga conclusion, and transparencyin decision making. Six
in ten stakeholders think the regulator manages these things ‘not that’ or ‘notatall’ well.

We are working to improve stakeholder relationships in order to increase our influence on participants and enhance the use
of non-regulatory tools and interventions. We also seek to understand better the perceptions of the users of aviation services

in order to increase user confidence in aviation safety and security in New Zealand

AN EFFECTIVE AND RESPONSIVE REGULATORY SYSTEM

THE LEVEL OF EFFECTIVE IMPLEMENTATION

The Level of Effective Implementation of the critical elements related to safety oversight systems is instrumental to the
achievement of positive and industry-wide safety outcomes. These outcomes are aided by proper adherence to safety-relevant
International Civil Aviation Organization Standards and Recommended Practices, as well as associated procedures and guidance
materials. As at 30 June 2012, 179 (94%) of the 191 International Civil Aviation Organization Contracting Stateshave been
audited under the Universal Safety Oversight Audit Programme Comprehensive Safety Audit.

| | 6|  ors| PEL OoPS AR | NG| ANS AGA
New Zealand 8.38 8.89 10.00 9.88 8.80 9.02 6.91 7.68
OECD Average 8.20 8.17 7.87 8.94 8.46 8.97 7.61 7.50
Global Average 6.07 6.95 6.18 7.09 6.54 7.12 5.15 5.30

Measurement Areas: LEG - Primary aviationlegislation and civil aviation regulations; ORG - Civilaviation organization; PEL-Personnel
licensing andtraining, OPS - Aircraft operations, AIR - Airworthiness of aircraft, AIG - Air navigationservices, ANS - Aerodromes, AGA -
Aircraft accident andincident investigation; (Source: International Civil Aviation Organisation: ISTARS/lists/LEl, 180ct12)
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New Zealand's average Level of Effective Implementation onthe eight critical elements is 8.63 out of 10, better thanthe
Organisation for Economic Co-operationand Development average 0f8.18, and on par with Organisation for Economic Co-
operationand Development countries like Australia and Czech Republic; and lower than other countries like SouthKorea,
France, Canada, Ireland, USA, Japan, Switzerland, Poland, Spain and Iceland.

New Zealand does not fullycomply because ithasregistereda number ofareas
where compliance with the International Civil Aviation Organization Standards

and Recommended Practicesare notin NewZealand's i nterest, or where itwould Itisin New Zealand’s
unduly restrict New Zealand aviation regulation, or is i nconsistent with New economicinterests to
Zealand's | egislative framework. comply with

The Audit Programme *? result enables New Zealand to retain Category 1 status lnt_ematlonal CI_VII .
basedonthe United States Federal Aviation Administration’s International Aviation Organization
Aviation Safety Assessment Programme. This means that the Authority standards and maintain
substantially complies with International Civil Aviation Organization standards. As its Category 1 aviation
a Category 1 State authority, New Zealand air carriers can expandservices in the

. L o _ _ safety oversight
United States within the limits of the air services agreement.

capability status
Itis inNew Zealand’s economic interests to maintaina high degree of compliance
with International Civil Aviation Organization standards and maintain its Category
1 aviation safety oversight capability status. Being downgraded from Category 1
to Category213 bythe Federal Aviation Administration carries detrimental
economic consequences to NewZealand’s aviation sector, air freight and tourismindustries. Forinstance, a certificated New
Zealand air operator with scheduled services in the United Stateswould not be permitted to expand services in US territory
regardless of whetheritoperatesa United StatesState of Design aircraft, if we were downgraded to a Category 2.

In some countries a Category 2 rating of the State authority limits the economic growth of the countryand has the potential to
place acommercial aviation providerintoliquidation. Newservices would only be permitted if operated using anaircraft wet-

leased (aircraft and flight crew) from a duly authorised and properly supervised United Statescarrier ora foreigncarrier froma
Category 1countrythatis authorisedto serve the United States usingits own aircraft.

We maintain careful oversight of the Level of Effective Implementation to ensure a high degree of compliance with the
International Civil Aviation Organization Standards and Recommended Practices except where compliance is not in New
Zealand’s interest, or where itwould unduly restrict New Zealand aviation regulation, or is inconsistent with New Zealand’s
legislative framework

RISK-BASED REGULATOR
In addition to ensuring a high and appropriate | evel of compliance with International Civil Aviation Organization Standards and

Recommended Practices, the Authorityis movingto hecome a more risk-based regulator.

We are working with the Ministry of Transport to develop a proposal to change elements of civil aviation rules focused on
quality assurance and safety management to include systems to actively identify and manage risk as a means of gaining
improvements in the safety performance of the Civil Aviation System.

2 The last International Civil Aviation Organization Universal Safety Oversight Audit Programme audit results for New Zealand are based on a 6-year audit cycle that wascompleted in March
2012. In 2011, International Civil Aviation Organization began its transition with the Universal Safety Oversight Audit Programme to a Continuous Monitoring Approach which will be
implemented in phases from 2013. (In July 2011, the United States Federal Aviation Administration presented its International Aviation Safety Assessment Programme to New Zealand Embassy
staff in Washington D.C.)

13 Category 2 means that the US Federal Aviation Administration determined that the Authority does not provide safety oversight of its carrier operators in accordance with the minimum
safety oversight standards established by International Civil Aviation Organization. See www.faa.gov for further details.

19|Page
Civil Aviation Authority of New Zealand | Annual Report | 2011/12


http://www.faa.gov/

20|Page
Civil Aviation Authority of New Zealand | Annual Report | 2011/12



PART B:

REPORTING PROGRESS AGAINST THE AUTHORITY’S
STATEMENT OF INTENT 2011-14
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STRATEGIC PRIORITIES AND OPERATING
INTENTIONS

TARGETING SPECIFIC PERFORMANCE AREAS

4

The Authority monitors the performance of 13 Safety Target Groups in three categories: Public Air Transport; Other Commercial
Operations; and Non Commercial Operations. Segmentation highlights different accident and incident rates and enables the
Authorityto target specific safety risks in the different groups, and take appropriate action.

The number of fatalities and serious accidents are reducingfor allthree aircraft groupings. However, there are some sub-
sectors where the opposite is happening. The sub-sectors warranting particular attention are: Adventure Aviation, Sportand
Recreation Aviation, Agricultural Aviation, and the Flight Training Sector (which crosses over several targetgroups). Anewrule
has beenintroduced for Adve nture Aviation (Rule Part 115) which will stre ngthen the regulatory framework in that sector. Sport
and Recreational Aviationand Flight Training are sectors that are currentlyindirectly regulated where the Authority usesa range

of tools to encourage safe practices.

Forexample, we planned for, and delivered, Ge neral Aviation flight instructor seminars in Wellington and Auckland during
August, and Christchurch during October 2011, to be followed by a General Aviation flight examiner seminarin August 2012.
These seminars are anopportunity for Flight Examiners and Instructors to keep up to date with the latest developments inthe
fieldand to meetand network with other examiners and instructors fromaround the country. Flight Examiners and Instructors
are the gate keepers of flight trainingstandards, and ultimately influence the standing ofthe NewZealand licence
internationally.

The below table sets out some of our activity during 2011/12 focusing on sub-sectors of concern:

Analysis of New rules and Safety promotion Working withindustry Monitoring of safety
accident advisorycircular and education groups performance
causes/planning development
interventions
Adventure New rule Part 115: Provided information | Build relationshipswith | Announced and
Aviation Adventure Aviation. | andadvice about rule Part149 unannounced
L Safety Management | Recreational surveillance to
Certificationofthe | g syamswith Organisationsandother | ensure compliance
advent_ure aviation particular focus on sector interest groups. | with newrule.
sectorinorder t_o_ certification
megt rule transition standards previously
periods completed. not required.
Health and Safety in
Employment
education.
Sport and Implementation of Advisory circulars. Build industry Targeted surweillance
Recreation Part 21 changes. o . relationshipstoaddress | (e.g. summer
Aviation AVK_'W' seminar safety issues at surveillance
En;:ouragtgment of | series. competitions, events programmes).
sa'e practises. Flight Instructorand | andseminars.
Examiner seminars.
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Analysis of
accident

causes/planning
interventions

New rules and
advisorycircular
development

Safety promotion
and education

Working withindustry
groups

Monitoring of safety
performance

Agricultural A proposed rewrite ChiefPilotcourses. Continuing relationship | Announced and
Aviation ofrule Part 137did Ith and . with Agricultural unannounced
not meet regulatory Healt andSafetyin | ayiation Association. surveillance.
impact standards and Er(;lp o¥_ment
will not proceed. education.
The Authority is Provided information
working with the and advice about
industry toachieve Safety Management
on-going safety gains | Systemsandother
by non-regulatory safety initiatives by
means. industry participants.
Flight Training | Initiatedanalysis Proposed 31 AvKiwi seminars Continued engagement | On-going

programme to
identify any
primary common
causesofflight
training accidents.

Flight training
review.

Submissionsto the
TransportAccident
Investigation
Commission
review of flight
training.

Development of
training sector risk
profiling to target
interventions
better.

developmentsto
Rule Part139
focused on flight
safety in immediate
aerodrome airspace,
including training
activity.

for 2,624 pilots.

Flight Instructorand
Examiner seminars.

Provided input into
the reviewofthe
joint Civil Aviation
Safety Authority
(Australia)/Civil
Aviation Authority
(New Zealand)
helicopter flight
instructor guide, and
subsequently
implementedthe
guide.

Aviation Safety
Advisors continue to
attend Aerodrome
User Group meetings
and provide safety
educationand
promotion
information tothese
forums and intheir
wider interactions
with the aviation
community.

with sector groups
(including for example,
Aviation Industry
Association Flight
Training Division,
Aviation, Tourismand
Travel Training
Organisation Aviation
Training Council,and
the Royal New Zealand
Aero Club Flight
Instructor Council).

Produced guidance
material for
aerodromesinthe form
ofan Advisory Circular
on the establishment
and maintenance of
effective aerodrome
user groups (June
2012).

On-going support for
aerodrome user groups.

surveillance of flight
training activity
under Parts141and
61 and other rules.

IMPROVING SAFETY OVERSIGHT

MAINTAINING STRONG PERFORMANCE IN THE AIR TRANSPORT SECTOR

The safety performance of the Air Transport Sector remains a key focus. New Zealand airlines employ a proactive safety
approach, investin newtechnology, and promote a positive safety culture. Aviationorganisations in this region activelyshare
safetyinformation with other participants. This commitment to safety has resulted inan excellent record ofsafety

performance.

The Authorityworks closely with NewZealand air transport operators to ensure their systems, training, technology and safety
data addressallrelevantrisks. The Authorityis uncompromising in its focus on the safety goalfor air transport, to maintainand
enhance strong performance in this public transport sector.

Civil

Aviation

Authority of
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Recent organisational change within the Authority will ensure a consistent approach to safety oversight of all air transport
operations involving fixed wing aircraft. Ourinspectors employ a risk-based approach to surveillance and safety monitoring; this
will helpto ensure that the Authority s targetingits resources at those areas which re present higher safetyrisk. Inaddition, we
are improving the way we engage with industry stakeholders, including regular meetings with participants, proactive approach
to identifying issues, and participationin safety forums (e.g. New Zealand Airline Flight Safety Committee meetings).

Several operators have voluntarily adopted a Safety Management Systems approach ahead ofRule requirements. This will
provide anexcellent framework for them to integrate and manage those processes which affect safety. In addition, several
operators have voluntarilyimplemented human factors into their training programmes ahead ofRule requirements (new Part
121 Rules whichcome into effectin September 2012 will make this a mandatory requirement following a transition period).

We have conducted a comprehensive RiskReview of air transport operations at

Queenstown to help guide the Authority’s regulatory approach to operations at this

aerodrome.
Several operators

Otherimprovements such as increased safety analysis capacity are helping to ensure that have already
ourinterventions (both regulatoryand non-regulatory), and policy development are

) . . . - adopted a Safety
informedbygoodanalysis ofsafetydata, bothlocalandinternational. Itisimportantto

learn fromthe limited number ofserious safety failures that do occur in the airline sector Management
globally—forexample, international safety trends show us that the primaryaccident Systems approach
causalfactors forairlines are mainlyin-fight lossof control, controlled flightinto terrain, within their

and runway excursions. operations

DEPLOYMENT OF THE SAFETY MANAGEMENT SYSTEMS APPROACH

Forthe lastseveralyears, the Authority has beenworking towards the introduction of

Safety Management Systems as a means of gaining improvements in the safety performance ofthe Civil Aviation System. Safety
Management Systems are based onmore active identification and management of operational risks. Other countries, for
example Canada, have introduced Safety Management Systems into their civil aviation regulatory systems and, indoingso, hawe
identifieda number of issues, includingensuring that the regulatory framework is appropriately focused on risk management.

In conjunction with the Ministry of Transport, we are developing proposals to change elements ofcivil aviation rulesfocused on
qualityassurance to include systems to activelyidentifyand manage risk. The approach, which has yetto be fullydeveloped
and approved by Government, would embedincivil aviation rules the requirement for participants to develop and deploy safety
management systems appropriate to the scale, size and nature oftheir operation. To facilitate industry understandingof this
approach, in May 2012 we released for consultation a draft Advisory Circular on the base requirements for a safety
management system. The feedback onthe Advisory Circularwill be used to informthe development of future changesto civil
aviationrules, and the associated advice to the Government.

DEVELOPMENT OF SECTOR RISK PROFILES — PRIORITISING POOR PERFORMANCE AREAS

The Authority risk-profilesindividual operators within the civil aviation system to helpit targetits resources to those areasin
mostneed. Recently, the Authority started work with industry on the development of Sector Risk Profiles. These profiles will
helpus to determine where we need to deploy our resources acrossa sectorina more comprehensive way; and also help
industryand us identify those actions the industry can take to helpitself, those things we and industry candoin partnership,
and those things we needto do solelyas a regulator.
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MANAGING SECURITY RISK AND MAJOR EVENTS —RUGBY WORLD

CuUP

During 2011/12 a particular focus for the Aviation Security Service was around Rugby On Monday 24
World Cup. The Authorityis pleased to reporta highly successful and seamless
aviationsecurity response to the increased passenger numbers at airports and venue

November 2011, during

securityduring the Rugby World Cup. On Monday 24 Nove mber 2011 the Aviation the Rugby World Cup,
Security Service screened double the number of passengers than normal withno the Aviation Security
flight delays resultingfrom security screening. Service screened double

The systems and processes putin place for Rugby World Cup in 2011 are now the number of

legacies that are being retained, either byindividualagencies or cross agency passengers than
structures. These agencies, including the Authority, from both its security regulatory normal with no flight
and aviationsecurity service delivery perspectives, are maintaining and carrying
forward the relationships, intelligence links, communications channels and whole of
governmentcoordination systems that proved very effective during Rugby World
Cup. Thesewill be usedas a starting point for government agencies’ contributions to

delays resulting from
security screening.

the success of future major and international events in New Zealand.

IMPROVING EFFICIENCY AND EFFECTIVENESS IN AVIATION SECURITY SERVICES

AVIATION SECURITY THREATS

Alignment of air cargo security measures between countries(i.e. European Union and the United States) and the increasing
sophistication of security threats have resulted in security procedures being reviewed so that appropriate levels of public safety
are achieved.

During 2011/12 the Aviation Security Service was focused onadvancinga number of key strategic i nitiatives that both
individually, and collectively, enhanced the provision of aviation security in New Zealand:

EFFICIENT UTILISATION OF AVIATION SECURITY RESOURCES

The installation of the electronic rostering system for aviation security staffwas completed at all security designated airportsin
New Zealand by early2012. The Quintigelectronic rostering systemrosters staff to dutieson the principle of supplyand
demand. Demandis created by importing daily flight schedules into Quintig thereby e nabling Scheduling Planners to roster staff
to match thatdemand. Despite only operating fora short time, Quintiqis already generatingimproved efficienciesin the
deployment of staffand the required ratios of fulland part time employeesto the various security functions. Post-installation
reviews and on-goingrefinement of the rosteringsystem will take place during 2012/13.

The Aviation Security Service hascontinued to focus on ensuringitis operating atanoptimal level atairport screening points.
This has involvedvalidatingthe current ‘safe’ passenger throughput levels, continuation of the researcharound screening point
design and equipment notwithstanding the constraints due to the airportinfrastructures. Further development of leave

management and rostering processesis underway.

PLANNING FOR EQUIPMENT REPLACEMENT OF HOLD BAGGAGE SCREENING X-RAY EQUIPMENT

Because existingequipmentis nearingthe end ofits useful life there was significant pre-tender planning and associated project
activityunderway during 2011/12 for the replace ment of the aviation security Hold Baggage Screening system. The equipment
is anintegral part of the security technology applied to the screening of departinginternational passengers and their baggage

and isanInternational Civil Aviation Organization requirement.

The replacement equipment will require significant capital expenditure funding. The tender process closed in July 2012 and we
are on targetto have the newequipmentin place to “go-live” by 31 December 2013.
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AVIATION SECURITY SERVICE - ORGANISATIONAL PERFORMANCE INDICATORS

INDICATOR MEASURE TARGET ACTUAL
2011/12 2011/12

SECURITY EFFICIENCY AND EFFECTIVENESS

INTERNATIONAL International passenger processing cost. Inrange: $10.54
PASSENGER PROCESSING | (2010/11 average $9.86) $10.08-$10.17
DOMESTIC PASSENGER Domestic passenger processing cost Inrange: $3.87
PROCESSING (2010/11 average $3.93) $3.67 -$3.86
SCREENING ACTIVITY / Metro-Domestic Based on the 67.2%
CAPACITY Metro International international standard 62.4%
Regional Domestic optimum throughput of 57.4%
270 passengers per hour
ROSTERING SURPLUS Operational Productivity percentage * identifies the 88.5% 88.8%
rostered surplus.
HUMAN RESOURCES CAPACITY
Aviation security staffing level 787.3 768.58
RESOURCING Aviation security staff turnover (rolling average) Inrange 7.5-10% pa 6.47%

REVIEW OF FEES AND CHARGES

REGULATORY FEES AND CHARGES

Fundingforthe Authority’s regulatory activity has not kept up with growthin the aviation sector and the expanding scope of
regulatoryrequirements. The last major review of funding was in the mid-1990s.

To establisha newregulatory funding model thatis broadly based, simple, transparent and equitable, which keeps
administration and transaction costs to a minimum, and whichis consistent with the Government’s cost recovery objectives, the
Authorityinitiated a Funding Review to:

examine the Authority’s regulatory financial base in the light of changing demands;
consider a range of appropriate financial models;

assess the range of services provided and their overall effectiveness; and

consult with stakeholders.

In late 2010, we consulted the aviationindustry on a variety of funding scenarios. We also conducted a Value for Money Review
earlyin2011. Proposals resultingfrom the Funding Review were put to the Governmentin mid-2012. Cabinetagreedto
implement the proposalsfrom 1 November 2012.

AVIATION PASSENGER SECURITY CHARGES

InJuly 2011, Cabinetapproveda reductioninpassenger security charges in order to reduce, by the endof 2012/13, highlevels
of funds accumulated inthe domestic and international aviation security specific reserves. Implicitinthis decision was
recognition that, fora period, the lower chargeswould not fully recover costs. Once the reserve balanceswere reduced
sufficiently the charges would be reset to fully recover costs.

The reductioninthe chargeshas now lowered the reserves balances to an appropriate level. This has occurred sooner than
expecteddueto:

14
Operational Productivity percentage is the measure of total hours of operational staff performing the various duties that are required as part of their role over the
total hours of employed operational staff. The balance is the unproductive time.
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A difficult economic climate which has reduced passenger numbers and reve nue by $5.2 million compared to
forecasts;and

One-off costs incurred withimplementing the Authority’s change programme.

The aviation passenger security charges now need to be adjusted and this will be done in the context of afeesand charges
review of the aviation security service during 2012/13. During this review we intend to more accurately match revenue streams
to the actual costs of service deliveryacross the network.

RECOGNISING STAKEHOLDER EXPECTATIONS

STRENGTHENING SECTOR RELATIONSHIPS

Critical to the Authority being effective in its role, are effective relationships with both
the Governmentand the aviation sector. The Authorityis buildingon the strengths of
the engagement it has enjoyedwith the aviation sector by clearlyarticulatingits role The Authorityis

and identifying those areas where itand the sector can constructively work together. actively seeking to
One suchexample ofthis approach is work scheduled for the 2012/13yearon the .

development of arisk profile of the agricultural aviation sector whichis being improve stakeholder
undertaken in partnership with the New Zealand Agricultural Aviation Association. and participant
relationships, and

understand better,
user’s perceptions of

We recognise the need for openand effective communication, and quicker decision
making. Another example of achangeinapproach is the recent release of a draft
AdvisoryCircular on Safety Management Systems. The Advisory Circular has been
released forcomment ahead of any specific proposals to amend Civil Aviation Rules, so air safety and
thatindustry can provide more detailed feedback on the proposed approach, whichin security

turn will helpinform the Authority’s decision-making and recommendations for
subsequent Rule changes.

Finally, the Authorityis acutely aware of its role as a Crown Entity, and the obligations it
has to enable the prioritiesof Government, within the context of its statutory role. To this end, we are strengthening our
engagement with the Governmentandits agents (primarily the Ministry of Transport).

UNDERSTANDING USER PERCEPTIONS OF AIR SAFETY AND SECURITY

The benefits for the country from a safe and secure civil aviation system will only be fully realised if there is a corresponding
perceptionbyusers thatflyingis safe. Currently there is limited understanding of stakeholder confidence in the civil aviation
system.

A comprehensive programme is underway to survey public and participant perceptions of the safety and security of the civil
aviationsystem. Baseline data has been obtained forthe 2011/12 yearand will be used to establishan on-goingmeasure of user
confidence. Surveys willcontinue onatleast an annual basis. The survey's responses will help us to determine which parts of
the systemare perceived to be more or less safe than others, and e nable understanding of what drives different perceptions.
This will guide the actions to addressperceived and actual risks.

The results of the 2012 publicand participant perception surveyare discussed on page 17.

IMPROVING EFFICIENCY AND EFFECTIVENESS IN REGULATORY PROCESSES

The Government’s Regulatory Reform Programme is aimed atimproving regulatory quality—thatis, reformingregulations that
raise unnecessary obstacdes to competition, innovation and growth, while e nsuring that regulations efficiently serve important
socialobjectives. In aviation, regulations take the form of Civil Aviation Rules.
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RULES DEVELOPMENT

The Authority has worked with the Ministry of Transport to implement the result of The Authorityis
the Transport Sector RulesRedesign Project, led by the Ministryin 2011. Whileno
increase infunding has been attained, the project has resulted in updated
arrangements for Rulesdevelopment. There will be increased focus onthe
underlying policy rationale for proposed civil aviation rules and e nsuring that there is administrative
early Ministerial agreement for thatrationale. This isaimed at e xpediting Civil actionsas opposed
AviationRulesdevelopment. Asummary of Rulesdevelopment duringthe 2011/12
yearis showninAppendix3atpage 111.

increasingly
choosing to use

to the offence
provisions of the

In addition, we are improvingour capabilityin the use of interventions other than Civil Aviation Act.
rules to achieve improvementinaviation safety and security performance.

REGULATORY OPERATING MODEL

In exercising its regulatory role and functions the Authority operatesto a
consistently applied Regulatory Operating Model founded in the Civil Aviation Act 1990 which was developed and publishedin
late 2011. The principlesadoptedin the Regulatory Operating Modelare that the:

publicinterestis paramount;
participants are responsible for good safety management; and
participants’ safety attitudes and behaviours are key to effective safety performance.

In implementing the model, the Authority’s regulatory approach is characterised by:

timeliness and responsiveness;

impartiality, fairness and consistency;

risk-based, proportionate regulatory i nterve ntions;
informed, analysis-led and evidence-based decisions; and
transparencyand trust.

The figure below summarises our general approach to assure safety performance:
REGULATORY STRATEGY - COMPLIANCE PYRAMID

CAA RESPONSE

Revocation, enforcement,
administrative actions

Wilfully not

REGULATORY performing

ACTION TO CREATE
PRESSURE DOWN Administrative actions,

Willing but not performing to

. active risk-based
minimum standards

monitoring, guidance

Active risk-based
monitoring, promotion of
good practice, guidance,

encouragement

Willingly comply
and effectively manage risk

AVIATION SECTOR PARTICIPANTS
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The Regulatory OperatingModel providesenduring regulatory principles and strategies that guide focus and underpin day to
daydecisionmaking. This applies to all activities in the civil aviation system - across certification and licensing, surveillance,
safetyanalysis, promotion, education, investigation and e nforce ment activity. The nature of the aviation operationand our
assessment of the safetyriskit presents will also be taken into accountindetermining the type of intervention to employ.

INTERNATIONAL COOPERATION

Bilateral Air Services Arrangements " reduce regulatory compliance costs for the aviation industry enabling them to be more
profitable. A profitable aviationindustryis a catalyst to the economic growth of New Zealand (and other countriestoo).
Aviationsafety agreements between regulatory authoritiese nable commercial aviation to meet customers’ expectation of
“from anywhere to anywhere” services which are impossible to achieve inthe absence ofcommercial and regulatory aviation
agreements. On its own, commercial aviation will neverbe able to provide seamless travel without the support of appropriate
international regulatory frameworks. Inthis regard, we hosted the Federal Aviation Administration-Asia Pacific Bilateral
Dialogue in Wellingtonin March 2012.

Continued cooperation makes oversight more efficient for the industry. Examples include increased attention on “fatigue risk
management” (i.e. the Federal Aviation Administration’s draft rulemaking on proposed changes to pilot flightand duty time
regulations), andincreased collaboration to find the best practice approach to ensure uncompromised flight safety for
operations after volcanic events, while maintaining schedule integrity to the greatest extent possible. New Zealand hasplayed a
major roleininternationalforums regardingvolcanic event aviation activity, andis involvedin a number of committees
established by the International Civil Aviation Organization— providing Chair or Co-chair for some.

EVALUATING THE EFFECTIVENESS OF REGULATORY INTERVENTIONS

In 2009, the Authority setabout establishing a method to measure the effectiveness of the interventions it deploys. Inthe
2011/12 year, the method was applied to three types of intervention. The findings provided good insights on how effective the
interventions were; and the areas we needed to improve to make the interve ntions more effective. Thiswork hasset the scene
forthe Authorityto be one ofthe fewregulatoryagenciesto have a structured evaluative tool it can systematically use to see if
its interventions deliver what theyare designed to.

Now we are setting our sights on howsuccessful we are at delivering the outcomes for aviation safetyand the contributionwe
are making to the Government’s goals. Criticalto this workis a re-appraisal ofhowthe Authority’s intervention l ogic drives the
keyperformance measures it uses to determine progresstowards its outcomes; and similarly, the extent to which we are
contributing to the Government’s goals. Thisworkisinitsinfancyand will build on the knowledge gained to date to better
understand better how e ffective the Authority’s day-to-day interventions are.

MONITORING EMERGING TECHNOLOGIES

The rapidadvances in aviation technologies have required the Authority to enhance existing information bases, and build
relationships with participants in emergingtechnologies. Some ofthese are (but not limited to) rising fuel costs leading to
redesignof aircraft and retooling ofengines (i.e. Airbus A320Ne o, Boeing B737 MAX), and the need for greater efficiency and
longerrange aircraft to reachmore non-stop points. Aircraft engines are becomingquieter, lighterand more fuel efficient.

Composite aircraft designs allow for lighter aircraft and less restrictions on design. Forexample the BoeingB787is constructed
with composite which allows for larger windows, and the Airbus A350 X\WB will be over 50% composite construction. Changes
to in-flight cabin structure will enable lower cabin pressure, transparent rooflines, better ergonomics, and reduced in-cabin
noise. VisionFlight Deck isindustry’s first to feature synthetic visionimagery on Head-Up Display, and improved cockpit designs
and navigational instruments allow forimproved Instrument Flight Rulesnavigation. Another example is inthe area of
Unmanned Aerial Systems, where the Authorityis in the interim stage of development and application of policy and procedure
forPart 19 pilotless aircraft. Thisisaugmented by targeted surveillance ofthe users of such aircraft.

15
Bilateral Air Services Arrangements are government-to-government arrangements that allow cooperation between aviation safety regulators in areas including

design, production, flight operations, environmental certification, and maintenance. It allows the “domestic” aviation authority to perform audits and make findings
on behalf of the “foreign authority” thereby avoiding regulatory duplication and government waste.
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This degree and speed of technology change re quires that our staff are fully competent to carry out surveillance and
certification ofthese new aircraft types and aviation systems inadvance oftheirintroduction to New Zealand airspace.
Accordingly, our regulatory services staff are trained, bothin New Zealand and overseas, to maintain their skills atinternational
level,andthrough provision ofon-the-job, experientiallearning and external study assistance.

IMPLEMENTATION OF RECOMMENDATIONS OF THE AUDITOR-GENERAL

The Office of the Auditor-General released its report on “Civil Aviation Authority’s progresswith improving certification and
surveillance” on 29" June 2010. Following the release ofthe 2010 report, the Civil Aviation Authority determined thata

comprehensive Change Programme was needed to; lift organisational performance to the level required to address the root
causes ofthe Office of the Auditor-General’s recommendations, provide e ffective
regulatory oversightand security servicesinthe future, and deliver theminaway

that provides goodvalue for money. *

The Authority has

Thei mple.mentatlo.n qf the Office of the Au dltor-Ge.n eral's recom mendauonsr has achieved the agreement
been carried out withinthe context of the overarchingChange Programme aimed .

o . o of the Office of the
atachievingmanagement, policy, performance and culture changeswithinthe )
organisation. The benefits fromthe work undertaken in these four areas are now Auditor-General that
being realised. We nowhave a keyset ofdocuments: the Strategic Direction nine of the thirteen
document; the Regulatory OperatingModel; and the Regulatory Toolspolicy recommendations

(updated in May 2012) which, together with the changes being made under Phase
2 of the Authority’s Organisational Design Review, set the framework forthe
organisation to move to being an effective, proactive, risk- based regulator best be closed.

able to support the aviation sector’s contribution to the economy.

directed to the Authority

Wrapped around these changes has beena cultural shift, facilitated by exte nsive
training bothat managementand technicallevel. This hasbeen combined with the
development of newtools and ways of performing core regulatory functions. Inaddition, there have beensignificant senior and
other management changesin the organisation. These changes have rectified the core deficiencies identifiedin the Office of
the Auditor-General’s 2010 report and are recognised by the Authority as essential to its ability to function as an effective and
internationally credible civil aviation regulator.

The Office of the Auditor-General recommended more robust quality assurance ofcertification and surveillance work,

improve ment projects on both Certification and Surveillance have been completed. These have resultedin improvementin the
performance of both functions demonstrated through quarterly measurement of function quality. Other recommendations
were made inrespect ofimproving the integrity and analysis of safety data, management training, more robust quality
assurance of certification and surveillance work, and better guidance and documentation to support risk-based auditing of these
processes. This, and other associated work, has been integrated within our Change Programme.

At yearend, we have implemented, or transferred to business as usualactivity, nine of the thirteen recommendations directed
to the Authority. Of the remaining four recommendations, three are reliant on a post-implementation review ofthe
methodology used to measure the effective nessof our regulatoryinterventions, whichis scheduled for the end of 2012. One
remains a longer-term work-in-progress, which willimprove with staffrecruitment to be completed as part of the Organisational
Design Review. On-going monitoring of the activity willcontinue as part of our management re porting.

16
Quarterly status reports on progress towards meeting the recommendations were provided to the Minister of Transport detailing progress over the year.
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3) MANAGING KEY STRATEGIC RISKS

The Authority’s ability to manage inan uncertain and changeable operating environment is supported by the application of its
risk management17 framework. That framework includes a set ofelements within the Authority’s management systems that are
usedto identifyand manage risk, and e nsures we mitigate risks to achieving our outcomesor deliveringour outputs.

During2011/12, we improved our organisational risk management approach to ensure there is systematic and regular
assessmentand monitoring of key organisational (or systemic)and operational risks facing the Authority. Of particular
importance is the extent to which an organisational risk may create or intensify an operational risk for the Authority.
Recognition of the extent of potential interaction between organisational and operational risks is an essential part of the
Authority’s risk management framework.

The SeniorLeadership Team regularlyidentifiesand assesses
major strategic and emergingrisks, and ensures that appropriate _

actions are taken to manage them. Regular risk assessments are LREIZE Mzs::?mfm
carried outbybusiness units. Risksare managed relating to our Indicators Controls
various change initiatives and projects to ensure that the

Authority anticipatesand deals with uncertainty as effectivelyas
possible. Monitoringthese programmes is part of the Authority’s
internal risk management programme. Their management and risk
mitigation strategiesare reported regularly to the Senior
Leadership Teamto ensure risks are appropriately managed,
mitigations are inplace and learnings developed and used.

Change
Programmes

Management Control Self Assessments

e ]

(e
e
[ eewromoms ]

Quality Improvement Programme

Ouroverall setofrisksis overseen by the Audit, Finance and Risk Independent Assurance Programme
Committee, whichincludesthree Authoritymembers to provide
ind ep endent persp ectives. Authority Audit Finance and Risk Committee

Ourrisk management practicesuse an approach modelled on the Joint Australian/New Zealand International Risk Management
Standard. Aswell as the specific regular risk assessments described above, riskmanagement within the Authority is
implemented through business processessuch as strategic and operational planning and project management. Risk
management functions, roles and frameworks are alsoembedded inregulatory activitiesincludingsurveillance, certificationand
aviationsecurity service provision. A dedicated Quality, Assurance and Risk role was appointed during the year with
responsibility for further developing and maintaining an appropriate organisation-wide risk management approach, including
furtherrefinement of risk assessment, monitoring and re porting.

Our project management methodology has risk management embedded into it. Inaddition, the Authority contracts
PricewaterhouseCoopers to carry out Internal Audit functions. We will continue to refine our riskmanagement framework, and
identifyand manage strategic and operational risks effectively.

Ourkeyriskis thatwe donotachieve our outcomesand therefore the system does notimprove its performance and does not
improve aviationsafety and security, and the delivery of services to New Zealanders.

17
The New Zealand Risk Management Standard (AS/NZ ISO 31000:2009) defines risk as “the effect of uncertainty on objectives”.
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MANAGING ORGANISATIONAL HEALTH AND
CAPABILITY

“ONE ORGANISATION” CHANGE PROGRAMME

In 2010 we embarked ona programme of work designed to transform the way inwhich the Authorityworks and, as a result,
address the systemicissues identified by the Office ofthe Auditor-General, Martin Jenkins, and others. The Change Programme
compriseda number of work streams, and resulted in proposals to re-organise the wayinwhich the Authorityis structured and
how itdeliversits services, particularly regulatory services.

The changes proposed resulted ina new organisation design. The new organisational structure is shown in Appendix 1 at page

108.

RATIONALE FOR CHANGE

There were compelling reasons for movingto one organisation and implementing the One Organisation Change Programme, as
indicated by the Authority’s Strategic Direction documentandinthe Annual Report forthe 2010-11 year:

the Authority, Government, industry and the public all expect the most effective and efficient organisation possible;

the report of the Office ofthe Auditor-General highlighted weaknessesin performance of the regulatory functions of the
Authorityandthe need for change;

the 2011 Value for Money re port supported the need for change; and

growth andchange are occurringin the aviation sector and the Authority must not only respond to this but also
anticipateit.

The Authorityinitiated the One Organisation Change Programme to improve performance and reduce costs, and chose to:

implementa single organisation performing two sets ofl egislative responsibilities (with operational separation
maintained as required by the current legislative framework);

ensure best practice delivery of safety and security regulatory and security service functions (improved efficiencyand
effectiveness);

change the management and leadership style of the Authority to provide a more flexible, responsive, effective,
performance and outcome-focused organisation;

drive costsavings by removing duplicated processes, functions and activities;
provide a clear focus and strategy for delivery of the Authority’s functions; and

enhance the confidence of key stakeholders (e.g., Government, industry) in the Authority’s operations.

The 2011 co-location of both regulatory services and aviation security services management into one building in central
Wellington also provided an opportunity for efficiency gains through the sharing of corporate support services. Following the
completionof Phase 3 of the Organisation Design project we intend to rationalise the use of floor space across twofloors in
AsteronHouse.

THE INVESTMENT LOGIC

The diagram onthe next page sets out the investmentlogic applied duringthe change programme.
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Change Programme

Investment Logic Map
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Change programme
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PROGRESS WITH THE CHANGE PROGRAMME

The table onthe next page sets out the keyactivities carried out in each ofthe five streams of the Authority’s One Organisation
change programme during the 2011/12 year, and anassessment of the benefits resulting fromthe programme. The delivery of
some items shown as progressing during the 2012/13 year will depend on funding availability arising fromthe Review of

Regulatory Fees and Charges.
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CHANGE STRATEGY PROGRESS

Complete improvements in certification
and surveillance processes

The Certification Improvement Project and a
Surveillance Improvement Projectwere
established to address weaknesses in core
regulatory processes that were identified by the
Office of the Auditor-General.

completed Surveillance and Certification Improvement Projects;
developed anddeliveredtraining to support Surveillance and Certification; and
business process improvementsystemsareinplace.

During 2012/13
on-going training and business processimprovement.
further work to address other recommendations onsafety data analysisis
continuing.

Renew the Regulatory Operating Model

The regulatory operating model (principles,
framework andapproach) has been updated to
ensure that itiswell-aligned withmodem
regulatory practice and reflects the changeto a
risk-basedregulatory approach.

Implications of the model for the Authority’'s
organisational structures, systems, processes,
capabilities,and culture have been identified and
are being implemented. The regulatory operating
model has been communicated to staff and will
be communicated to the aviation sectorin
2012/13.

Durlng 2011/12
developed Strategic Directions and Regulatory Operating model documents, and
communicated the regulatory operating model tostaff; and
identified implications of the model for the Authority’s organisational structures,
systems, processes, capabilities, and culture, andimplementation of changes
required (structure, staff, capability, systems, etc.) wellunderway.

During 2012/13
completeimplementation of structure changes and staff appointments;
on-going training for staff;
communicate the regulatory operating model to industry;and
update the Strategic Directions and Regulatory Operating model documents to
incorporate aviation security matters, asappropriate.

Leadership style and organisational culture

Changing the managementand leadership style of
the Authority to provide a moreflexible,
responsive, performance and outcome-focused
organisation, including:

refining the Authority’s regulatory vision;
determining key areas of focus in response to
the staff engagementsurvey;

developing and implementing a leadership
model and expectations; and

reviewing performance managementpractice
and culture andidentify actions/change.

Durlng 2011712
refined the Authority’s vision (engaging leadership and staff) and communicated
this to all staff and stakeholders;
developed andimplemented a new internal governance model;
determined keyareas of focus in response tothe staff engagement survey;
developed and commencedimplementation of a leadership modeland
expectations;
commenced leadershipand management developmenttraining;
reviewedand implemented new performance management policy and procedures;
developed updatedKey Performance Indicators for governance reporting; and
established training/developmentneeds as part of the performance management
review process.

Durlng 2012/13
embed the newintemal govemance model, and continue leadershipand
management development training;
develop new Key Performance Indicators and measures for management reporting;
and
carry out annual staff survey and act upon the results.

Build Capability

Ensure the Authority has the capabilities required
to achieve desiredresultsinline withthe
developments instrategy and regulatory
approach, including:

identifying key capability gaps, including
those arising from the reviewof the
Regulatory Operating Model, and fromthe
implementation of Safety Management
Systems; and

developing a capability plan that willaddress
these gaps.

Itis expected that implementation of this plan
would commencein the 2012/13 year. This work
will be integrated with reviews of Information
Technology, Knowledge Management, Human

Durlng 2011/12
review of Regulatory and Palicy service delivery identified capability and capacity
gaps;
phase 2 organisational re-design proposals took account of gaps identified;
new Financial Management and Information systems implemented;
payroll consolidation designedand implemented;
Joint Information Technology governance arrangements and organisation
determined;
information Technology infrastructure and telecommunications requirements
implemented;
new surveillance and certification systems implemented and training incorporated
into regular training cycles;
online payments systemimplemented and Storage Area Network upgraded; and
business process improvementactivities are embedded inthe projects above, as
systemsand processes change and implementation occurs.
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| CHANGE STRATEGY | PROGRESS
Resources and Finance strategies that exist
already or are plannedfor development. During 2012/13

electronicdocument/records manage ment system design phase tocommence;

implementation of capability plan; and

implementorganisational training and developmentplan.

Organisational design and alignment During2011/12

The organisational design andalignment element | phase 1

of the change programme addresses structural - Design changes complete and implementation essentially complete.
changesto supportthe Authority’s strategic
directions for regulating the civilaviationsystem, | phase 2

and its desired development as One Organisation. | . Key regulatory and policy operations capability gaps identified and changes
) researchedanddesigned. Staff consultationand decisions made. Implementation

Phase 1 reviewed top level management commenced April 2012, and will continue into 2012/13 (e g. recruitmentto
structures and shared support services. vacancies).
Phase 2 of the organisation designwork
proposedan operational management Phase 3
structure tobestsupport the Authority’s - Phase 3 decisions madeinJune 2012 withchanges to be implemented inearly
regulatory operations. 2012/13.

Phase 3 reviewed the management
structure for aviation security service
deliveryin lightof the Phase 1 and Phase 2
changes.

BENEFITS ARISING FROM THE CHANGE PROGRAMME

Financial Benefits

With the three phasesof the Change Programme now essentially completed, savings have been estimated and are included in
the ‘baseline’ numbers ofboth the Civil Aviation Authorityand Aviation Security Service for the Statement of Intent 2012-15.
Specifically, Value-for-Money savings of $2.85million and $2.25million will be achieved over the three years to 2014/15 for the
Civil Aviation Authority and Aviation Security Service respectively.

Intangible Productivity Benefits

| BENEFIT DESCRIPTION

The Authority has developed a Regulatory Operating Model that is consistent with Government policy
regarding the preferred regulatory approach. As aresultthere isimprovedalignment betweenthe
strategicintent of the Authority and its deliverables, and a greater clarity internally about the

A more effective, activerisk | regulatory model adopted by the Authority, that of a risk-based regulator. Because of this clarity and
based regulatory capability focus, system competency andsystem capability are increasing.

The adoption of a risk-based approach toits regulatory responsibilities has led toimproved clarity for
participants and organisations about the Authority'sapproachasa regulator.

The design of new risk based surveillance and certification procedures, and delivery of staff training has
led to a more consistentapplication of the new procedures across the Authority. The adoption ofa
risk-basedapproach toits regulatory responsibilities has led toimproved clarity for participants and
organisations about the Authority’s approach as aregulator.

More effective, delivery of The delivery of training in risk-based surveillance and certification has led toa more consistent
application of surveillance and certification procedures across the Authority. The application of the
risk-basedtechniques will lead toanimproved ability to assess participantrisk leading to engagement
by risk factor, the ability toapply non-regulatory interventions to improve participant performance and
a greaterpercentage of administrative actions being taken with respect to participants withinhigher
risk profiles. These changes will leadto resourcing being focused on the most appropriate
interventions toachieve both safetyand economic benefits. In addition, the Authoritywill display
greater agility and adaptability to context/environment changes.

regulatory services to
stakeholders
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BENEFIT DESCRIPTION

Improved governance and
leadership

Increased clarity internally and extemally about the Authority’s Strategic Direction, and better
alignment with Government expectations for the transport sector isresulting in improved
understanding of the roles and responsibilities of all participantsinthe aviationsector.

With expectations around leadership, and management clarified, the Authority’s governance capability
has increased. There isimproving connectionandinteraction with industry stakeholders.

Culture, modus operandi,
and approach more
appropriate

The delivery of leadership and management developmenttraining has resulted in improvements in
engagementwith Authority staff. Teamworking and synergies between groups hasincreased and staff
are being more pro-active.Role clarity hasimprovedas a result of the redefined organisation structure,
and more flexible working across role boundaries is occurring. Thisis leading to improved
responsiveness to participant needs.

Improved and updated
business processes

The adoption of a risk-based approach toits regulatory responsibilities has led toimproved clarity for
participants and organisations about how the Authority needs to manage its intemal business
processes. Thishasresulted in:

clear roles and lines of responsibility;

clear lines of communication; and

delegations clearly expressedand accountabilities established.

The design of risk based surveillance and certification procedures, and delivery of staff training has led
to more consistent application of the new procedures across the Authority, improving the ability to
assess participant riskand enabling engagement with participants by risk factor. Inaddition, it leads to
an improved ability toapply non-regulatory interventions to improve participant performance.

With expectations around culture and behaviour established and better alignment between actual
performance and strategic intent, there is animproving work ethic.

Ultimately, the Authority will be well placed to implement safety managementsystems.

Robust common business
support systems

The establishment of a shared corporate supportgroup across the organisation has enabledgreater
focus on regulatory activity. Implementation of Finance One as the core accounting system, and of
Payglobal as the common core human resources managementinformationand payroll systemfor the
Authority, willimprove access to consistent finance and human resources managementinformation to
improve managementdecision making.

The implementation of a common information technology andsystems infrastructure across the
organisation with common desktop will simplify intemal management and communication, and
remove the need for parallel systems support and training. Disaster recovery will be simplified.

A robust common platform will alsoenable the Authority to supportother transport agencies
information technology infrastructure needs if required.

A system with quality and
integrity of data and
information

There is increased capability in data analysis with growing ahility to assess/quantify sector risk, but this
area will require further capability and capacity. Planning is underway for anupgraded/replacement
Aviation Safety Management System.

Work is underway torefresh information management policy and processes, and establish joint
records and document management systems across the whole organisation.

Change program delivered
effectively

There was a clear mandate for change from the Authority which ledto the adoption of an effective
project management approach (including the establishment of the Authority level Change Steering
Committee).

The approachutilised a high degree of engagement with management and staff during planning and
design phases, whichmodelled how the organisationshould operate in the future. Asignificantinput
to the planning and design of phase 2 was a fundamental review of the policyandregulatory
responsibilities and activities of the Authority, whichalsoengaged extensively with staff.

There was extensive consultation on proposals, with amendments made to proposals as appropriate
following receipt of feedback.

Civil Aviation
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ORGANISATIONALHEALTH AND CAPABILITY

We have sought to enhance organisationalhealthand develop capable and efficient people, processes and systems in support
of regulatoryandaviation security operations, both as part of, and inaddition to the change programme that is underway.

ENHANCED BUSINESS PLANNING AND REPORTING MEASURES AND FRAMEWORKS

During 2011/12, a Strategic Directions document for regulatory services, and the Authority’s Regulatory Operating Model were
developed. Acommon frameworkand processes for business planningat strategic and operational levelshave been
implemented across the Authority including risk and capability elements. Combined quarterly reporting for both regulatoryand
aviationsecurityservice delivery continued during the year.

Furtherdevelopment of an overarching Strategic Direction document for both regulatory services and aviation security services
will occurduring the 2012/13 year.

A broader set of system and organisational performance measures was completed at the end ofthe 2011/12 year, and this will
provide a base forimproved reporting to the Authority and the Ministerin the 2012/13 year.

ORGANISATIONAL OUTCOMES AND INDIVIDUAL PERFORMANCE AND DEVELOPMENT

Processes and systems to tie individual staff performance more closely to business plans for units and groups — directly
reflectingthe requirements of the Statement of Intent - have been enhanced. An updated performance management system
has beenintroduced with a stronger focus on continuing developmentand which links all objectives to organisationaloutcomes
and will affect future remuneration outcomes.

A management development programme has also been introduced, targeting all managers. The firsttwo modulesof the
programme have beendelivered, focusing on objective setting and performance management. The management development
programme has three more modules to runfor current managers. To date 75% of available managers have been trained. New
managers willjointhe programme as they commence. Thorough evaluations have been carried out to ensure value for money,

as Level 3and4 evaluations are builtinto the programme.

PROJECT MANAGEMENT SYSTEMS AND PROCESSES

Improvementin programme and project management capability has resulted in policies and tools being redeveloped and
training programmes delivered for relevant managers and staff. The project management and monitoring framework will result
in project management mentoring and assistance to staff across the Authority.

CORPORATE RISK MANAGEMENT SYSTEM

A review ofthe corporate riskmanagement framework has been completed together withanupdated risk policy. We are
moving to a single riskmanagement framework applied across both regulatory and aviation security service delivery.
Identification of risks and mitigation actions is incorporated into planning processes. Work to embed the framework within
other management processes will continue over 2012/13

IMPROVED FINANCIAL MANAGEMENT INFORMATION FOR EFFECTIVE DECISION MAKING

A common Financial Management Information System providing shared financialservices for the Authoritywas in place as at 30
June 2012. Planned development to establish budgeting and forecasting functionality as part of the establishment ofthe
common systemis still pending.

BUSINESS PROCESSES, INTERNAL CONTROL AND EFFICIENCIES

An initial review ofPurchasing, Financial and Information Technology policies has been completed but will be announced early
inthe 2012/13year. The Authority’s five year capital plan has been developed.
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INFORMATION MANAGEMENT SYSTEMS DEVELOPMENT FOCUS ON OUTCOMES AND REGULATORY
RESPONSIBILITIES.

Investmentinthe development of information systems is being prioritised according to the Information Sys tems Strategic Plan.
The Information Systems Strategic Planis due for reviewin 2012/13, alongside the planned consolidation of the information
technology andinformation management functions of the Authority under a single management structure (This is an outcome
of the Organisational Design Review—phase 1).

The Authority has movedto the “All of Government Procurement Programme” for the purchase ofinformation technology
hardware, and all upcoming hardware upgrades willsee the completion of the Windows 7, Office 2010 upgrade.

The deployment of Windows 7 and Office 2010 across the Authority’s offices in Wellington and most Aviation Security Service
sites has beencompleted. Enhanced security software has beenintroduced and the documentation and testing for Information
Technology and management disaster recovery plan (regulatory servicesonly) has been completed.

Implementation ofa common Firewall solutionwill see a reductioninsoftware licensing cost and improvements in perimeter
securityforthe Authority. Implementation ofanintegrated wide areanetwork solutionwill see a reduction inthe operational
cost for regionalcommunications and improved resiliency across Aviation Security Service related information technology
operations.

The Authorityis participating inthe development of an initiative to share information technology infrastructure between the
Authorityand Maritime New Zealand with the potential to reduce on-goingoperational costs to both organisations.

RELATIONSHIPS WITH STAKEHOLDERS AND PARTICIPANTS

Education and support for effective relationship building processes is part of the management development training and has
been enhanced by external systems based stakeholder management training for e xe cutive and senior managers. Ongoing
efforts are planned to enhance stakeholder and participant engagement.

TALENT DEVELOPMENT

We seekto develop a workforce of competent and motivatedindividuals, highly trained and knowledgeable in areas that will
enable them to provide high qualityservice. Professionaldevelopmentand talent management frameworks have been
developedforall Authority staff, and willbe implemented over 2012/13. Coachingand mentoringskillsfor managers have been
included in professional development programmes for e xecutive managers. High level trainingevaluations are built into the
training and development programme.

The seniorand executive management development programme was delivered for regulatory managers during2011/12, and
will operate forall Authority senior and e xecutive management through 2012/13 and beyond. Inaddition, targeted technical
training wasdelivered for all regulatoryfield staff during 2011/12.

A fullleadershipcommunications programme hasrun through 2011/12 targeting frontline supervisory and senior supervisory
aviationsecurity officers. Comprehensive operational training wasdelivered to all newaviation security officers along withon
the job training andregular recurrent testing. Comprehensive operational training is delivered onan ongoing basis to all new

aviationsecurity officers with regular on the job assessment following basic training.

SAFE AND HEALTHY ENVIRONMENT FOR ALL EMPLOYEES, REPRESENTATIVES AND VISITORS

All healthand safetyinemployment committees are runningwell. The National Quality Council is involved in the ongoing
coordination of health and safetyinaviation security service deliverysites.

EMPLOYMENT RELATIONS STRATEGIES

We seekto have positive employment relations, i ncluding timely and relevant communication with staffand encourage
relationships that are positive and constructive. Engagement with allunions is ongoing, and e mployee perceptions are assessed
through staff surveys and employee forums provide suggestions on service improvement. Anew combined Authority-wide staff
surveywas completedin 2011 to establish baselines and this will be repeatedin 2012 to assess progress.
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THE AUTHORITY’S GOOD EMPLOYER PROGRAMME

The Authority’s “Good Employer Programme” includesthe followingareas:

EQUAL EMPLOYMENT PROVISIONS

OPPORTUNITIES ELEMENTS

Leadership, accountability The Staff engagementbaseline survey was carried outin 2011 with the follow-up survey carried outin

and culture September 2012. Thisis likely to be anannual survey for the next 3years.
Recruitment, selection and - all position descriptions have role specificcompetencies;
induction - vacancies are advertisedintemally and extemally, shortlisting is based onspecific role competencies;

interviews are behaviourally based, withall inexperienced interviewers receiving training and support;
psychometric profiling and competency testingis carried out as appropriate, and thorough reference
checkingiscarried out;

candidates receive timelyinformation on each stage of recruitment; and

a comprehensive induction programmeisin place for appointees.

Remuneration, recognition | - an equitable transparent and gender neutral remuneration structure and policy, with Kiwi-saver
and conditions contributions by employer;

equal access to job opportunities and conditions;

formal disputes resolution process; and

a collective agreement for the majority of staff.

Flexibility and work design - working from home policy for regulatory staff complies with currentlegislation; and
where possible part-time work available for staff returning frommaternity leave.
Harassment and bullying . discrimination and harassment prevention policy and training;
prevention . internal and external employee assistance; and
clear code of conduct that states bullying and harassmentis not tolerated.
Employee development, . due to the nature of our work, ourstaffare trainedin NewZealand and overseas to maintain their
promotion and exit skills at international level;

provision of on-the-job, experiential leaming and external study assistance, along within-house
training (e.g. natural justice and fit and proper person; and intemal software systems);
restructuring and redundancy policy;

resignation and termination policy; and

exit survey completed by exiting staff, along with optional exitinterview, conducted by HR/manager
(exiting staff's choice) to encourage objective input.

Safe and healthy - subsidisedvision allowance;

environment - member of Southern Cross discount scheme;

health andsafety committees;

trainedfirst aiders andfloor wardens;

personal protective equipment provided as required;

wellnessrooms available;

flu vaccination offered toall staff, with other vaccinations available as required;

pandemic kits available if/whenrequired; and

civil defence kits available as required.

EQUAL EMPLOYMENT OPPORTUNITIES PROGRAMME

The Authorityis committed to the principles and practice ofequal opportunity and reflects these in good e mployer
programmes. The organisation willcontinue to foster a diverse workplace and aninclusive culture.

Vacanciesare advertised internallyand e xternally to give people an equal chance to be consideredinthe selection process,
howeveraviation security recruitment processes recognise gender requirements for some security screeningactivities.

Appointments are based on meritand all staff will be valued, treated e quitably and with respect, whatever their gender, ethnic
orsocial background, sexual orientation or disability.
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STAFF PROFILE

‘ Regulatory Services Aviation Security Services

Staff Profile (for the yearended 30 June 2012)

‘ Number Number %

Total Staff Number

Head count (including contracts) 212 831
Full-time equivalent (FTE) 188.3 94% 768.58 100%
Contractstaff (total FTE) 12 6% 0 0%

Length of service

Less than1 year 28 14% 60 7%
1yeartolessthan2 years 28 14% 70 9%
2 years to lessthan5 years 52 26% 52 6%
5 years to lessthan10 years 39 20% 457 55%
10 yearsto less than 15years 30 15% 124 15%
15 yearsto less than 20years 10 5% 27 3%
20 yearsandover 13 6% 41 5%
Total 200 831

Employmentstatus

Members of collective agreement 46 23% 764 92%
Individual employmentagreements 154 7% 67 8%
Total 200 831

KiwiSaver Enrolments

Employees contributing to KiwiSaver 147 74% 564 68%

Frontline or Operations/ Management Support

Frontline operations 132 66% 774 93%
Managerial and support (including the Director & General
Managers) 68 34% 57 7%
Total 200 831
Staff turnover
Annualised attritionrate | | 17.2% | | 6.6%
Staff movement
Headcount 30 June 2011 171 822
Resignations (31) (55)
Retired 1) 0
Recruited 66 69
Retrenched (5) (10)
Long Term Leave without pay 0 5
Headcount 30 June 2012 200 831
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CAPITAL AND ASSET MANAGEMENT

The table belowreflects comparative actual capital expenditure against budget:

Budge A a % O
0 0 puage arlanceCo e
$000 $000 pe

Civil Aviation Authority

Computer hardware 175 178 102%

Computer software 567 735 130% | This variancerelates tothe upgrade of business systems
necessary toimplementthe organisational change
programme.

Plant & equipment 0 0 0.%

Furniture & fittings 0 0 0%

Motor vehicles 80 70 87%

Leasehold improvements 0 0 0%

TOTAL 822 983 120%

Aviation Security Service

Computer hardware 50 35 70%

Computer software 248 436 176% | This variance relates tothe replacement of the Airport
Identification card systemand E learning modules that was
originally unbudgeted. This is offsetby the delay in
implementing a new records managementsolution.

Plant & equipment 2,173 912 42% | This variance relates tothe delay inthe replacement of the
Closed Circuit Television equipmentand savings fromthe
replacement in the Trace Detection Equipment.

Furniture & fittings 29 6 21%

Motor vehicles 658 615 93%

Leasehold improvements 150 77 51%

0,

TOTAL 3,308 2,081 63%
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PART C:

STATEMENT OF SERVICE PERFORMANCE AND
FINANCIAL STATEMENTS
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STATEMENT OF RESPONSIBILITY

Pursuant to the Crown Entities Act 2004, the Authority accepts responsibility for:

. The preparation of the financial statements and the statement of service performance and for the judgments
used therein.
. The establishment and maintenance of a system of internal controls designed to provide reasonable assurance

as to the integrity and reliability of financial and non-financial reporting.

In the opinion of the Authority, the financial statements and Statement of Service Performance fairly reflect the financial

position and operations of the Civil Aviation Authority for the year ended 30 June 2012,
ra

4
Signed on behalf of the Board:

.... L Vi
-i'. Q?k;'l'b!‘-f‘, ’-'; '

.. NIGEL GOULD
\..___‘_‘___'
Chairman of the Civil Aviation Authority of New Zealand Deputy Chalrman

PETER GRIFFITHS

19 October 2012
crober 19 October 2012
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AUDITOR’S REPORT

Al.._,l DIT NEW ZEA LAND
Mana Arctake Aclearea
Independent Auditor's Report

To the readers of
Civil Aviation Authority's

financial statements and non-financial performance information

for the year ended 30 June 2012

The Auditer-General is the avditor of Civil Aviatien Autherity. The Auditer-General has
appointed me, John O'Connell, using the staff and rescurces of Audit New Zealand, to carry
out the audit of the financial statements and nen-financial performance information of the Civil
Aviation Authority on her behalf,

We hove oudited:

the financial statements of the Civil Aviation Authority on pages &4 to 105, thot
comprise the statement of financial peosition as at 30 June 2012, the statement of
comprehensive income, statement of changes in equity and statement of cash flows for
the year ended on thot date and notes to the financial statements that include
accounting policies ond other explanatory information; and

the non-financial performance infarmation of the Civil Aviation Authority that
comprises the statement of service performance on pages 49 to &3 and the report
about cutcomes on pages 11 te 19,

Opinion

In our epinion:

Civil

the financial stotements of the Civil Aviation Autharity on pages &4 te 105:
a comply with generally accepted accounting practice in New Zealond; and
a fairly reflect the Civil Aviation Authority’s:

financial position as at 30 June 2012; and

. financial performance and cash flows for the year ended on that
date.

the non-financial perfarmance information of the Civil Aviation Authority on pages 11
te 19 and 49 to 63:

o complies with generally accepted accounting practice in New Zealand; and

o fairly reflects the Civil Aviation Authority’s service performance and
autcomes for the year ended 30 June 2012, including for each class of
outputs:

its service performance compared with forecasts in the statement of
forecost service performance at the start of the financlal year; and
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its actual revenue and output expenses compared with the forecasts
in the statement of forecast service performance ot the start of the
financial year.

Chur audit was completed on 19 October 2012, This is the date at which our epinion iz expressed.

The basis of our opinion is explained below. In addition, we outline the responsibilities of the
Boord and cur responsibilities, and we explain our independence.

Basis of opinion

We carried out our audit in accordance with the Auditor-General's Auditing Standards, which
incorporate the International Standards on Auditing (Mew Zealand). Those standards require
that we comply with ethical requirements and plan and carry out our audit to obtain
redsoncble assurance about whether the financial stotements and non-financial performance
information are free from matericl misstatement.

Matericl misstatements are differences or omissions of ameunts and disclosures that would
offect o reader’s overall understanding of the financial statements and nen-financial
performance information. If we had found material misstatements that were not corrected, we
waould have referred te them in sur opinion.

An audit involves carrying out procedures to obtain audit evidence abeut the amounts and
disclosures in the financial statements and nen-financial perfermance infermation. The
procedures selected depend on our judgement, including our assessment of risks of material
misstatement of the financial statements and nen-financial performance information, whether
due to froud or error. In making those risk essessments, we consider internal contral relevant to
the preparation of the Civil Aviatien Autherity's financial statements ond non-financial
performance information that fairly reflect the matters to which they relote. We consider
internal contrel in order to design oudit procedures that are appropriate in the circumstances
but not for the purpose of expressing an opinion on the effectivenass of the Civil Aviation
Authority's internal contrel,

An audit also invelves evaluating:

. the appropriateness of accounting policies vsed and whether they have been
consistently applied;

. the reasonableness of the significant accounting estimates and judgements made by
the Board;
L] the appropriateness of the reported non-financial performonce information within the

Civil Aviation Authority's framework for reporting performance;

. the adequacy of all disclosures in the finandial statements and non-finoncial
petformance information; and

. the overall presentation of the financial statements and non-finoncial performonce
information.

We did not examine every transaction, nor do we gearontee complete accuracy of the
financial statements and non-financiol performance infarmation. We have abtained all the
information and explanations we have required and we believe we have obtained sufficient
and appropriate audit evidence to provide o basis for our audit opinion.
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Responsibilities of the Board

The Board is responsible for preparing financial statements and non-financial performance
infarmation that:

L comply with generally accepted accounting proctice in New Zealand;

. fairly reflect the Civil Aviation Autherity's financial pesition, financial performance
and cash flows; and

" fairly reflect its service performance ond outcomes.

The Board is also responsible for such internal control os is determined necessary to enable the
preparation of financial statements and non-finandal performance infarmation that are free
from material misstatement, whether due to fraud or error.

The Board's responsibilities arise from the Crown Enfities Act 2004,
Responsibilities of the Auditor

We are responsible for expressing an independent opinion on the financial statements and
non-financial performance information and reporting that opinion to you based on aur audit.
Our responsibility arises from section 15 of the Public Audit Act 2001, and the Crown Entities
Act 2004, !

Independence

When carrying oul the audit, we followed the independence requirements of the
Auditor-General, which incorporate the independence requirements of the Mew Zeolond
Institute of Chorterad Accountants,

In addition to the audit we have carried out an independent review of the Civil Aviation
Authority's implementation of the Office of the Auditor-General's recommendations. Other than
the audit and this assignment, we have no responsibility with or interest in the Civil Aviation
Authority.

r?},-F[A', ur;"--d::}"- u

John O'Connell

Audit New Lealand

On behalf of the Avditer-General

Wellingten, Mew Zealand
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DISCLAIMER BY THE AUDITOR-GENERAL ON AUDITED FINANCIALSTATEMENTS ON THIS WEB SITE

Matters relating to the electronic presentation of the audited financial statements and non-financial
performance information

This auditreport relates to the financial statements and non-financial performance information of Civil Aviation
Authority for the year ended 30 June 2012 included on Civil Aviation Authority's website. The Authority is responsible
for the maintenance and integrity of Civil Aviation Authority’'s website. We have not been engaged to reporton the
integrity of Civil Aviation Authority's website. We accept no responsibilityfor any changes thatmay have occurred to
the financial statements and non-financial performance information since theywere initially presented on the website.

The auditreport refers only to the financial statements and non-financial performance information named above. It
does notprovide an opinion on any other information which mayhave been hyperlinked to or from the financial
statements and non-financial performance information. If readers ofthis report are concerned with the inherentrisks
arising from electronic data communication theyshould refer to the published hard copyof the audited financial
statements and non-financial performance information as well as the related auditreportdated 19 October 2012 to
confirm the information included in the audited financial statements and non-financial performance information
presented on this website.

Legislationin New Zealand governing the preparation and dissemination offinancial information maydiffer from
legislation in other jurisdictions.
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STATEMENT OF SERVICE PERFORMANCE

The Authority’s statement of service performance comprises the following output classes:

‘ | Output Classes:
Civil Aviation Authority OutputClass 1: Policy advice
OutputClass 2: Assessment and certification

OutputClass 3: Investigation, analysis and education

OutputClass 4: Enforcement

Aviation Security Service OutputClass 5: Aviation security services

OutputClass 6: Maritime security services

OUTPUT CLASS 1: POLICY ADVICE

DESCRIPTION

OutputClass 1 covers the following outputs, and associated activities and services:

Q coordinationof NewZealand’s response to the International Civil Aviation Organization regarding matters of a
specifically technical or safety regulatory nature;

administration ofaviation security matters;
participationinappropriate International Civil Aviation Organization international and regional forums;

development and administration of bilateral agreements with the civil aviation safety regulatory authorities of other
countries;

workingwith Pacific Island States to develop safety and security objectives;
provision of policy advice to government, including the development and review of legislation;

Ministerial servicing, induding ministerial correspondence, Parliamentary Questions, and re ports to the Ministerand
Select Committees; and

QOO0 OO0

Q servicesto develop Civil Aviation Rulesunder contract to the Ministry of Transport.
IMPACTS AND CONSEQUENCES FOR A SAFE CIVIL AVIATION SYSTEM

The impacts and consequences of advice provided by the Authority to the government are to ensure that government policies
and decisions are developed and implementedin an informed manner, and that reasons for these policies and decisions are

clear.
The impacts and consequences of international obligations are to ensure that:

Q the Government’s obligations in respect of international aviation safety and security agreements with other regulatory
agencies are administeredina competent manner;

Q international requirements relatingto civil aviation safety and security are reflected in the NewZealand e nvironment,
where applicable;and

Q the potential foraccidents orincidents is reduced by ensuringthat a safer and more secure interface is achieved
betweeninternational and domestic aviation operations.

The impacts and consequences of rulesdevelopment are that the Civil Aviation Rules are aligned withinternationalcivil aviation
standards.
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2010/11

Actuals

1.1 Ministerial support.

OUTPUT CLASS 1 — POLICY ADVICE

Output Measures

2011/12
Targets/ Standards

2011/12

Actuals

Q  Responsestoministerial correspondence, Parliamentary Questions and Select Committees as well as weeklyreportsand other
briefings tothe Minister.

Demand-driven.Provided
as required.

43 responsesto
Ministerial
correspondence

68 reportsand briefings to
the Minister

21 responsesto
Parliamentary Questions

2 responses toSelect
Committee questions

QUANTITY: Number of responses and reports provided
as required.

Demand-driven —
estimated ranges:

20-50 responsesto
Ministerial
correspondence.
50-80 reportsand
briefings to Minister.

15-50 responses to
Parliamentary Questions

2-4 reportsand
responsestoSelect

Demand-driven.
Provided asrequired.

33 responsesto
Ministerial
correspondence.

43 reportsand briefings
to Minister.

42 responsesto
Parliamentary Questions

1 report andresponse to
Select Committees.

Committees.
2 commentson
governmentinitiatives.
100% wereacceptable to | QUALITY: Percentage of briefings responses, or 100% 100%
recipients’requests reports, to Ministerial correspondence and
and/or expectations, Parliamentary Questions are acceptable to the Minister
based oncomments and advisers.
received .
96% overall TIMELINESS: Percentage of on-time submission of 100% 100%

reports at due dates.

1.2 Reportsto Parliament and the Minister.

Statementof Intent, Annual and Quarterly Reports.

1 Statementof Intent
1 Annual Report

QUANTITY: Number of reports to Parliament and the
Minister.

Regular reportsto the
MinisterandParliament:

5-6.

1 Statementof Intent
1 Annual Report

4 Quarterly Reports 4 Quarterly Reports
100% QUALITY: Percentage of briefings responses, or 100% 100%

reports, are acceptable to the Minister and advisers.
100% TIMELINESS: Percentage of on-time submission of 100% 100%

reports at due dates.

1.3 International Civil Aviation Organization

Q respond tolnternational Civil Aviation Organization proposals for amendments to International Civil Aviation Organization Annexes

(State letters);

Q  maintaineffective links withinthe Authority and other agencies;

Q  ensure participation andinput tothe major technical forums of Intemational Civil Aviation Organization: the Air Navigation
Commission, the Aviation Security Panel and the Committee on Aviation Environmental Protection;

Q transition to on-line filing of differences (assuming International Civil Aviation Organization system is operational); and
Q co-ordinateimplementation of the International Civil Aviation Organization Corrective Action Plan.

100%

QUALITY: Percentage of advice and representation
meet the prioritiesand goals of the governmentand
the Authority.

100%

100%

100%

TIMELINESS: Percentage of on-time completion of
projects, responses, implementation of changes by due
dates.

100%

100%

Civil

Aviation
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2010/11

Actuals

OUTPUT CLASS 1 — POLICY ADVICE

Output Measures

1.4 International relations and obligations

Q
Q

Hosting visits, general liaison with other regulatoryauthorities.
Development of technical arrangements with overseas authorities

2011/12
Targets/ Standards

2011/12

Actuals

i Provide supportfor implementation of the United States of America Bilateral Aviation Safety Agreement.

i Provide supportfor expansion of existing technical arrangementwith the European Aviation Safety Agency (Designand

Production approvals) subject to Agreements between the NewZealand governmentand the European Union.

5 high levelagreementsin | QUALITY: Percentage of advice and representation 100% 100%
place. meet the prioritiesand goals of the Govemmentand

the Authority.
Less than100% TIMELINESS: Percentage of on-time completion of 100% 100%

projects, responses, implementation of changes by due
dates.

1.5 Pacific responsibilities

Q
Q

Aviation Safety Organisation.

Oversight and coordination of safetyand security support agreements with Pacific Island Countries.
RepresentNew Zealand on the Council of the Pacific Aviation Safety Organisation plus coordination of Authority support for Pacific

The Authority attended
100% of Pacific Aviation
Safety Organisation
council meetings.

QUALITY: Percentage of advice and representation
meet the prioritiesand goals of the Govemmentand
the Authority.

100%

100%

100% ofall administration
work completed.

TIMELINESS: Percentage of on-time completion of
projects, responses, implementation of changes by due
dates.

100%

100%

1.6 Projectscontinuingon from 2010/11

a) Implementation of Safety Management Systems approach through:

i general support for Safety Management Systems implementation in the Authority and industry;

and

i development of NewZealand’s State Safety Programme.

100%

b) Continued supportin relationto implementation of revised levy, fees and charges.

100%

c) Development of the national Airspace and Air Navigation Plan:

i assistance to the Ministry of Transportto develop the Ministerial Policy Statement
i initialdevelopmentworkfor a national Airspace and Air Navigation Plan; and
i on-going implementation of the New Zealand Performance Based Navigation Plan

Eight Task Groups have
been set-up todevelop
the technical elements
ofthe Plan.

Assistance was givento
the Ministry of
Transportto develop the
Policy Statement, which
was presented tothe
CabinetBusiness
Committee on 16 April.

100% achieved QUALITY: Percentage of projects meeting their 100% of projects meet 100%
respective requirements and objectives their respective
requirementsand
objectives.
Less than100%, still on- TIMELINESS: Percentage of projects completed within 100% of projects 100%
going projects agreed timeframes (subjectto resources andany completed within
changesin Authority priorities). agreed timelines.
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2010/11

Actuals

1.7 Rulesdevelopment

OUTPUT CLASS 1 — POLICY ADVICE

Output Measures

2011/12
Targets/ Standards

2011/12

Actuals

5 out of 6 final rules
delivered, plus 1
additional rule from

QUANTITY: Number of Rules agreed between the
Authority and the Ministry of Transport.

Note: As at 1 March2012, the quantity of rule

100% of Rules provided
as agreed inthe 2011/12
Agreement for Rules

During the yearending
30June 2012, the
Authority delivered4

2011/12 programme, development projectsis identifiedin the Transport Development Services final rules and 3 draft
Regulatory Planmaintained by the Ministry of with the Ministry of Notices of Proposed
Transport. This plandetails the rules programme Transport Rulemaking (NPRM).
which now commences yearly from 1 March.
80-90% QUALITY: Percentage of achieved quality requirements | 100% of Rule 100%
based ontherules contract betweenthe Authorityand | documentation meets
the Ministry of Transport. the quality requirements
inthe 2011/12
Agreement for Rules
Development Services
with the Ministry of
Transport.
Less than100%. TIMELINESS: Percentage of achieved timeliness 100% of contracted During thisperiod the

requirements basedon the rules contract between the
Authority and the Ministry ofTransportlB.

deliverable documents
meet the timeliness
requirementsinthe
2011/12 Agreement for
Rules Development
Serviceswith the
Ministry of Transport.

Authority and the
Ministry of Transport
have adjusted project
timelinesas necessary to
accommodate capacity
and prioritisation.

FINANCIAL PERFORMANCE OF OUTPUT CLASS 1: PoLICY ADVICE

Crown funding (Vote Transport: Policy advice)

Ministry contracts revenue (Rules development)

Other Income
Total output revenue
Total output expenses

Net Surplus/(Deficit)

2011/12 2011/12 2010/11
Actual $000 Budget $000  Actual $000
1,779 1,779 1,821
1,493 1,418 1,418

50 39 68

3,322 3,236 3,307
(3,739) (4,237) (3,846)
(417) (1,001) (539)

18
Note: During the 2011/12 year the Ministry of Transport undertook and completed the Transport Rules Redesign Project which amended the method of
engagement regarding rule development processes, reporting, and agreements for deliverables.
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OUTPUT CLASS 2: ASSESSMENT AND CERTIFICATION

DESCRIPTION

OutputClass 2 covers the following outputs and associated activities and services:

Q exerciseof control overentryinto the New Zealand civil aviation systemthrough the issuance oramendment of aviation
documents and approvals to organisations, individuals and products (section 7 of the Civil Aviation Act 1990);

Q exercise of control over exit from the civil aviation system through the amendment of aviation documents including the
suspension, revocation orimposition of conditions on documents where such actionis necessaryin the interests of
safetyand security;

Q monitoringof adherence to safety and security standards by participants in the civil aviation system, including carrying
outinspections and audits;

developmentand review of NewZealand airworthiness directives; and

management of inspections and audits under the Health and Safety in Employment Act 1992, including identification
and follow-up of corrective actions that need to be taken by employers in the aviation sector, to ensure adherence and
compliance to the regulations.

QO

IMPACTS AND CONSEQUENCES FOR A SAFE CIVIL AVIATION SYSTEM

The impacts and consequences of activities under this output class are to minimise the risk of accidents and incidents, ensure
compliance with civil aviation rulesand standards, and i mprove overall performance within the context of the Authority’s
legislative responsibilities.
OUTPUT CLASS 2 — ASSESSMENT AND CERTIFICATION
2010/11 2011/12

Actuals

2011/12

Output Measures Targets/ Standards

19
Actuals

2.1 Airline sector: audits and inspections

193 QUANTITY: Number of units, based onanestimate of Demand-driven 242
the safety risk of participants. (estimate: 200-250)

83% followed Authority QUALITY: Authoritystaff follow policy and procedures, | Of the 5% sampled 100%

policy andprocedures as demonstrated by a sample of 5% of events. events, 100% followed
Authority policy and
procedures.

89% of reports were TIMELINESS: Percentage of audit/inspection reports 90% of audit/inspection | 79%

issuedwithin 30working | are issued tothe subjectwithin 30working days ofthe | reports issuedwithin30

days. entry meeting. working days.

2.2 Airline sector: organisationcertification

541 QUANTITY: Number of airline organisation certificates | Demand-driven 522

issued (including amendments)

100% followed Civil QUALITY: Authoritystaff follow policy and procedures, | Of the 5% sampled 100%

Aviation Authoritypolicy | as demonstratedby a sample of 5% of events. events, 100% followed

and procedures. Authority policy and
procedures.

100% of certification TIMELINESS: From acceptance of fully compliant 100% of renewals 100%

occurred within: 60 documentation, the percentage of certification will completed within60

working days for renewals | occur within 60 working days for renewals, and 90 working days, and

of existing certification, working days for new certification. 100% of new 100%

and 100% within 90 certifications within 90

working days for new working days.

certifications.

1

targets/standards were prepared in order to improve the robustness of those results.
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2010/11
Actuals

OUTPUT CLASS 2 — ASSESSMENT AND CERTIFICATION

Output Measures

2.3 Airline and General Aviation sectors: aircraft certification

2011/12
Targets/ Standards

2011/12

19
Actuals

1,467 totalfor both

18 QUANTITY: Number of aircraft certifications. Demand-driven 973
Airlinesand General (Estimated range: 180-
Aviation. The system does 250 Airline and 750-920
not distinguish the totals general aviation)
for each sector.
Of the sampled events, QUALITY: Authoritystaff follow policy and procedures, | Of the 5% sampled 94%
98% followed Civil as demonstrated by a sample of 5% of events. events, 100% followed
Aviation Authority policy Authority policy and
and procedures. procedures.
100% of certification TIMELINESS: From acceptance of fully compliant 100% of renewals 100%
occurred within: 60 documentation, the percentage of certification completed within60
working days for renewals | completed within60working days for renewals,and 90 | working days, and
of existing certification, working days for new certifications. 100% of new 100%
and 100% within 90 certifications within 90
working days for new working days.
certifications.
2.4 General Aviation sector: audits and inspections
316 QUANTITY: Number of units based on assessedsafety | Demand driven 247
risk of participants. (Estimate: 200-250).
Of the sampled events, QUALITY: Authoritystaff follow policy and procedures, | Of the 5% sampled 100%
92% followed Authority as demonstrated by a sample of 5% of events. events, 100% followed
policy andprocedures. Authority policy and
procedures.
71% of audit/inspection TIMELINESS: Percentage of audit/inspection reports 90% of audit/inspection | 69%

reports issued within 30
working days.

issuedwithin 30 working days of entry meeting.

reports issued within 30
working days.

Delays were due to heavy
commitment of resources to
implementation of Part 115
adventure aviation certification
process, and certifications of
operators under Part 115, and
implementation of new
surveillance and risk assessment
methodologies.

2.5 General Aviation secto

r:

airworthiness directives

216 QUANTITY: Number of Airworthiness Directives. Demand-driven 198
(Estimate:200- 350).

Of the sampled events, QUALITY: Authoritystaff follow policy and procedures, | Of the 5% sampled 100%

100% followed Authority | as demonstrated by a sample of 5% of events. events, 100% followed

policy andprocedures. Authority policy and
procedures.

100% ofemergency ADs | T)\MELINESS: Percentage of issuance of Emergency and | 100% of emergency 70%>°

issuedprior toState of Routine Airworthiness Directives prior to State of Airworthiness Directives

D?tsh'gnzefﬁa"’e dateor | pesign’seffective date. issued prior toState of

within ours. Note: The intent of this measure is for emergency D'e5|.gn effective date or

. . Airworthiness Directives to beissued prior to the State of within 24 hours.
100% of routine ADs Design effective date or within 24 working hours i.e. 3 working 100% of routine 100%

issued prior to State of
Design effective date or

days.

Airworthiness Directives
issuedprior toState of

20
Delays in publishing emergency Airworthiness Directives are primarily due to delays in receiving the State of Design Airworthiness Directives in New Zealand
particularly over the December/January period
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2010/11
Actuals

within 30 working days.

OUTPUT CLASS 2 — ASSESSMENT AND CERTIFICATION

Output Measures

2011/12
Targets/ Standards

Design effective date or
within 30 working days.

2011/12

19
Actuals

2.6 General aviation secto

r: organisationcertification

787

QUANTITY: Number of general aviation organisation Demand-driven. 832
certificatesissued (including amendments)
95% followed Authority QUALITY: Authoritystaff follow policy and procedures, | Of the 5% sampled 91%
policy andprocedures. as demonstrated by a sample of 5% of events. events, 100% followed
Authority policy and
procedures.
95% of renewals TIMELINESS: From acceptance of fully compliant 100% of renewals 100%
completed within 60 , documentation, the percentage of certification completed within 60
working days, and95%0f | ¢ompleted within 60 working days for renewals,and 90 | working days, and
new certificationswithin | yorking days for new certifications. 100% of new 100%
90 working days. e s
certifications within 90
working days.
2.7 Auditsand inspections of aeronautical services and aviationsecurity
256 QUANTITY: Number of units based on an estimate of Demand-driven 212
the safety risk of participants. (estimate: 200-250)
Of the sampled events, QUALITY: Authoritystaff follow policy and procedures, | Of the 5% sampled 100%
100% followed Authority | as demonstrated by a sample of 5% of events. events, 100% followed
policy andprocedures. Authority policy and
procedures.
100% of audit/inspection | TIMELINESS: Percentage of audits and inspection 90% ofaudit/inspection | 92%
reports issuedwithin30 reports areissued to the subjectwithin 30 working reports issued within30
working days. days of the entrymeeting. working days.
2.8 Personnel licensing
7,367 QUANTITY: Number of personnel license changes Demand-driven 6,904
completed. (estimate: 5,000 —7,000)
Of the sampled events, QUALITY: Authoritystaff follow policy and procedures, | Of the 2% sampled 99%
100% followed Authority | as demonstrated by a sample of 2% of events. events, 100% followed
policy andprocedures. Authority policy and
procedures.
100% of personnellicense | 1yMELINESS: Percentage of, fromacceptance of fully 95% of personnel license | 100%
certificationcompleted compliantdocumentation, completion of licensingand | certificationcompleted
within 10 working days. certificationwithin 10working days. within 10 working days.
2.9 Service providercertification
130 QUANTITY: Number of aviationservice provider Demand-driven 128
certificationchanges completed. (estimates: 35-45)
Of the sampledevents, QUALITY: Authoritystaff follow policy and procedures, | Of the 5% sampled 100%
94% followed Authority as demonstrated by a sample of 5% of events. events, 100% followed
policy andprocedures. Authority policy and
procedures.
88% of certification TIMELINESS: From acceptance of fullycompliant 100%of renewals 100%
occurred within: 60 documentation, the percentage of certification completed within60
working days for renewals | completed within60working days for renewals,and 90 | working days
ofeX|st0|ngger_t|f|canon, working days for new certification. 100% of new 100%
and 88% within 90 certificationwithin 90
working days for new working days.
certifications.
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2010/11
Actuals

OUTPUT CLASS 2 — ASSESSMENT AND CERTIFICATION

Output Measures

2011/12
Targets/ Standards

2.10 Aviation community health and safety in employment: Health and Safety in Employment investigations

2011/12

19
Actuals

40 QUANTITY: Number of units based on an estimate of Demand-driven 4
the safety risk of participants. (estimates: 30-35).
Of the sampled events, QUALITY: Authoritystaff follow policy and procedures, | Of the 5% sampled 67%
100% followed Authority | as demonstrated by a sample of 5% of events. events, 100% followed
policy andprocedures Authority policy and
procedures.
Of the 40 closed (received | 1ypELINESS: Percentage of investigations completed | 75% of Health and 65%
incurrent andprevious within 12 and 24 months. Safety in Employment
years): investigations
completed within12
30% of Health and Safety months and 100% within | 91%

in Employment

24 months.

investigations were

completed within12

months and 75% within24

months.

2.11 Aviation community health and safety in employment: Health and Safety in Employment audits and inspections

30 QUANTITY: Number of activities based on health and Demand-driven 12
safety risk. (estimate:20-30)

Of the sampled events, QUALITY: Authoritystaff follow policy and procedures, | Of the 5% sampled 100%

100% followed Authority | as demonstrated by a sample of 5% of events. events, 100% followed

policy andprocedures. Authority policy and

procedures.
100% of Healthand Safety | TIMELINESS: Percentage of reportsissued within 30 90% of Health and 0%

in Employment reports
issuedwithin 30 days.

working days of entry meeting.

Safety in Employment
reports issued within 30
days.

Reports were delayed due
to staffing resource
unavailability. This area is
now fully resourced.

FINANCIAL PERFORMANCE OF OUTPUT CLASS 2: ASSESSMENT AND CERTIFICATION

Crown funding (Vote Transport: Health and safetyin aviation)

Fees and charges
Levies

Otherincome

Total output revenue
Total output expenses
Net surplus / (deficit)

2011/12 2011/12 2010/11
Actual $000 Budget $000  Actual $000
440 440 440

3,767 4,032 4,085
15,537 14,561 15,870

299 455 393

20,043 19,488 20,788
(24,437) (24,583) (21,852)
(4,394) (5,095) (1,064)

Feesandcharges include $4,000 (2011: $15,000) for audit work ofthe Aviation Security Service which hasbeen eliminated on

consolidation.
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OUTPUT CLASS 3: INVESTIGATION, ANALYSISAND EDUCATION

DESCRIPTION

OutputClass 3 cover

Q

s the following outputs and activities:

informationand complaints;and

Q

programmes, including public awareness ontransport of dangerous goods byair.

IMPACTS AND CONSEQUENCES FOR A SAFE CIVIL AVIATION SYSTEM

investigation and identification of causes of civilaviation safety and security occurrences, received by way of occurrence

promotion of safetyand security by providing education, information and advice; and fostering safety and security

Itis expected that work oninvestigations into accidents andincidents will ensure associated safety and securityissuesare
quicklyidentified and remedied.

Work on the analysis of safety and security data, and on the provision of information services and e ducational programmes, is
aimedat minimising the future risk ofaccidents orincidents and maximising compliance with civil aviation rules.

2010/11

Actuals

OUTPUT CLASS 3 — INVESTIGATION, ANALYSIS AND EDUCATION

Output Measures

2011/12
Targets/ Standards

3.1 Safety and security investigations: investigation and reporting of accidents and serious incidents

2011/12

Actuals

652 QUANTITY: Number of safety and security investigations Demand driven (of total 91 critical
61 critical completed. investigations, estimate 25

Note: The 2010/11 figure included all incidents and occurrences - 39 Serious ac_mde_ntand

that were examined by safety investigators including those incidentinvestigations).

categorised as serious. The 2011/12 figure includes only those

events where an actual investigation was carried out.
90% requiredno QUALITY: Ofinvestigation reportsindependently peer Of the sampled 100%

rework. Areas for
improvementare
currentlybeing
addressed

reviewed, percentage of sample foundto require no
rework or alteration.

investigation reports peer
reviewed, 100% required
no rework.

89% completed
within 12 months of
registration.

96.5% completed

within 24 months of
registration.

TIMELINESS: Percentage of completion of safety and
security investigations fromperiod of registration.

75% completedwithin12
months of registrationand

100% within 2years.

77% completedwithin
12 months of
registrationand

82% within2 years.

3.2 Safety investigatiol

nsunder section 15A (power of Director to investigate holder

of aviation document)

New measurein QUANTITY: Number of section 15A investigations Demand driven 3
2010/11. completed.
New measurein QUALITY: Completed to the leadinvestigator’s satisfaction. | 100% completed to 100%
2010/11. satisfaction.
New measurein TIMELINESS: Completedto the lead investigator’s 100% completed to 100%
2010/11. timeframe. timeframe.
3.3 Aviation and safety summary reports
4 Safety Summary QUANTITY: Number of aviation safety summary reports 4 safety summary reports | 4 Safety Summary
Reports and 2 released. and 2 aviationsummary Reports and 2 Aviation
Aviation Safety reports arereleased. Safety Reports
Reports released. released.
100% of reports QUALITY: Number of errata published (to determine All 6 reports published 100% of reports
publishedwithout accuracy of information). without any errata. publishedwithout any
any errata. errata.
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OUTPUT CLASS 3 -

INVESTIGATION, ANALYSIS AND EDUCATION

2010/11 2011/12 2011/12
Actuals OURMCEL S Targets/ Standards Actuals

100% of Safety
Summary reports
publishedwithin40
days of quarter end,
and 100% of Aviation
Safety reports within
6 months of period
end.

TIMELINESS: Reports published on-time: (4 safety summary
reports within40 days of quarter endand 2 aviation
summaryreports within6 months of period end.

4 safety summary reports
and 2 aviationsummary
reports published within
requiredtimeframes.

100% of Safety
Summary reports
publishedwithin40
days of quarter end,
and 100% of Aviation
Safety reports within 6
months of period
end.

3.4 Education and information (publications)

14 publications QUANTITY: Number of publications 12-20 publications 23
100% accurate orno QUALITY: Number of errata published (to determine All publications without 100%
errata published. accuracy of information). any errata.
100% of publications | TIMELINESS: Percentage of on-time delivery. 95% of publications 100%
delivered on-time delivered on-time
3.5 Seminars, workshops and courses
32 programmes QUANTITY: Number of units Estimate: 20-30 34
100% positiveimpact | QUALITY: Percentage of surveyrespondents state that, 100% of survey 100%
activities have intended impactupontarget audience. respondents rated the

activity to meet its

intended impact.
100% delivered on- TIMELINESS: Percentage of activity delivered onschedule. | 95% of activitydelivered 100%

time

onschedule.

FINANCIAL PERFORMANCE OF OUTPUT CLASS 3:

Levies

Otherincome

Total output revenue

Total output expenses

Net surplus / (deficit)

OUTPUT CLASS 4: ENFORCEMENT

DESCRIPTION

INVESTIGATION, ANALYSIS AND EDUCATION

2011/12 2011/12 2010/11
Actual $000 Budget $000  Actual $000
5,724 6,769 5,118

87 82 100

5,811 6,851 5,218
(5,780) (6,887) (5,413)

31 (36) (195)

OutputClass 4 covers the appropriate follow-up of actions in the interest of the public, including:

Q recording ofcomplaints of alleged or suspected offences;
Q investigation ofallegations of breaches to the Civil Aviation Act 1990; and

Q taking appropriate action such as providingeducation, issue of awarning letter, issue of aninfringement notice, or
commencing summary proceedings.
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IMPACTS AND CONSEQUENCES FOR A SAFE CIVIL AVIATION SYSTEM

The Authority’s enforcement policy re cognises that preventive action to minimise the risk ofaccidents andincidents and
voluntary compliance with civil aviation rulesand standards are better means of achieving aviation safety and security than
retrospective punitive action.

The Authority’s primary concern is to promote a high standard ofaviation safety. However, ifwilling compliance with those
standards is not achieved the Authority willtake appropriate enforcement action.

The impacts and consequences of the Authority’s enforce ment activitiesare to:

Q attemptto modifyaviation participants’ behaviour, and/or generate an improvement in safety management systems,
and/orgenerate a greater understanding ofthe Civil Aviation Rules; and

Q ensurefairand consistent treatment of all participants in the civil aviation system; and
Q deterfuture incidents ofnon-compliance.

OUTPUT CLASS 4 - ENFORCEMENT

2011/12
2010/11 Output Measures 2011/12
Actuals Targets/ Standards Actuals
60 QUANTITY: Number of detailed enforcement investigations | Demand-driven (Estimate: | 39
undertaken. 50-80).
External review QUALITY: a) 100% of decisions are 100%
confirmed that 100% | )59 ofinvestigations are independently reviewed and reasonable inthe context
of decisions were found to meet Authority quality expectations. ofthe Authority's
reasonableinthe . enforcementpolicy.
context of the b) Success rate of prosecutions undertaken.
Authority’s . .
enforcement policy. b)90%_ofprosgcut|ons_ 92% ofpr_osec_uhpns
; resultina finding of guilt. | resultedina finding of
100% of prosecutions :
ISP guilt.
resulted ina finding
of guilt.
100% of detailed TIMELINESS: Percentage of detailed investigations 100% of detailed 100%
investigations completed fromcommencementdate. investigations completed
completed within12 within 12 months of the
months of the date of date of the event.
the event.

FINANCIAL PERFORMANCE OF OUTPUT CLASS 4: ENFORCEMENT

2011/12 2011/12 2010/11

Actual $000 Budget $000  Actual $000

Levies 1,189 1,805 1,179
Otherincome 18 22 21
Total output revenue 1,207 1,827 1,200
Total output expenses (1,356) (1,548) (1,274)
Net surplus / (deficit) (149) 279 (74)

59|Page

Civil Aviation Authority of New Zealand | Annual Report | 2011/12



OUTPUT CLASS 5: AVIATION SECURITY SERVICES

DESCRIPTION

OutputClass 5 covers the following outputs, and associated activities and services:

screening of all passengers and their carry-on baggage at seven security designated airports 6;

screening of all hold baggage carried on departing international flights;

screening of proportion of airport workers with access to, and within, enhanced security areasatinternational airports;
managing the issue of airport identity cards through delegation by the Director of Civil Aviation; and

perimeter patrols at security designated aerodromes and navigation facilities, together with guarding of aircraft and
aircraft searches, to ensure the promptinterception of persons unlawfully in security areas (including verification of
AirportIdentity Cards) andincrease safety for the flying public.

Q0000

IMPACTS THESE OUTPUTS HAVE ON AVIATION SECURITY:
Q activitiesunder this output classare the minimisation of risks of aviation security incidents, and e nsuring compliance
with international and other regulatory requirements; and

Q ensurethatthetravelling public and other stakeholders have increasing confidence in the security of commercial aircraft
departingfrom and flying within New Zealand atairports, where the Aviation Security Service is required to apply
security measures.

OUTPUT CLASS 5: AVIATION SECURITY SERVICES

2010/11 2011/12 2011/12
Output Measures
Actuals Targets/ Standards Actuals

(@): Preventionofin-flight security incidents (including dangerous goods screening)

General screening activity performance measures

7
These performance measures reflect the Aviation Security Service’s capability to process a significant number of passengers their baggage,
detect prohibited itemsand ensure the Aviation Security Service is notresponsible for delays toaircraft departures.

100% 1. | QUANTITY: Percentage of intemational hold baggage 100% 100%
screened.
1 2. | TIMELINESS: Number of flightdelays attributable to Nil Nil

screening activities (due toan Aviation Security Service
system failure).

Nil 3. | TIMELINESS: Number of flightdelays attributable to Nil Nil
aircraftsearchactivities.

Waiting time performance measures

These performance measures are a test of the Aviation Security Service’s capability and efficiency in processing passengers atintemational
and domestic screening points within prescribed intemational standards.

AKL: 1 min 54 sec 4. | TIMELINESS: Average passenger wait times at No more thanthree Auckland —1min
~-m international departure screening points (benchmark minutes. 13sec
. 8 .

CHC: 1 min 19 sec _tested &_x—monfthly at Auckland & Chr!stchurch Christchurch —1min
international airports;alsonote that airport 11sec
infrastructure can directlyimpact wait times).

AKL:1minl10sec | 5. | TIMELINESS: Average passenger wait timesatdomestic | No more thanthree Auckland 56sec

CHC: 53 sec departure screening points (benchmark tested six- minutes. Christchurch 57sec

6
All departing international passengers and their carry-on baggage are screened. All domestic passengers and their carry-on baggage are screened where the
, passenger is travelling on aircraft with seats for 90 or more passengers.

For 2011/12 the forecast number of screened passengers is: International Passengers 4,775,762; Domestic Passengers 5,640,916.

Benchmark testing is undertaken at the two largest international airports, twice per year, as they provide a fair representation and measure that can be applied to
other airports where the Aviation Security Service undertakes passenger screening.
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2010/11

Actuals

OUTPUT CLASS 5: AVIATION SECURITY SERVICES

Output Measures

monthly at Auckland and Christchurch international
airports; also note thatairport infrastructure can directly
impact wait times).

2011/12
Targets/ Standards

2011/12

Actuals

Screening performance measures

These performance measures reflect the very highstandard of proficiency thatis expected of all Aviation Security Officers inscreening
activitiesand detecting prohibited items.

6. | QUALITY: Number of verified unauthorised or prohibited | 3.4 items per million 0.9 items per million
3 items discovered post screening points (due toan items screened items screened
Aviation Security Service system failure). " (0.00034%)
QUALITY: Number of verified unauthorised dangerous 3.4 itemsper million 0.0 items per million
Nil goods discovered post screening points (due toan items screened items screened

Aviation Security Service system failure).

(0.00034%)

Complaintsand audit performance measures

These performance measures are quality tests and measure of the proficiency thatis expected of all Aviation Security Officersinscreening
activitiesanddetecting prohibited items.

7. TIMELINESS: Percentage of any audit findings cleared 100% 100%

100% . A

within the specified timeframes.
Nil 8. QUALITY: Number of corrective actionrequestsissued Nil Nil

pertaining to the aircraft search functionissued by

external auditors during any programmed audit.
Nil 9. QUALITY: Number of corrective actionrequests Nil Nil

pertaining to screening functionsissued by external

auditors during any programmed audit.
One formal 10 | QUALITY: Number of substantiated complaints against No more thanone One formal complaint
complaintper Aviation Security Officersinvolvedin the screening formal complaint per per 698,230
1,398,528 function (includes ‘free riders’). 250,000 passengers passengers screened
passengers screened.
screened.
Nil airline 11 | QUALITY: Number of substantiated airline complaints No more than5 airline Nil airline complaints
complaints. against Aviation Security Officers pertaining toaircraft complaints per annum

search.

(b): Prevention of airside security incidents

Access control management and response tosecurity-related emergencies

These performance measures are a reflection of the Aviation Security Service’s management of access control ata security designated
airport and itsability to respond with urgencyto a security related emergency.

Nil 1. | QUALITY: Number of corrective actionrequests Nil Nil
pertaining to access control issued by extemal auditors.

99.63% QUALITY: Percentage compliance® by AirportIdentity 100% 99.65%
Cardholders per Civil AviationRule 19.357.

Nil QUALITY: Number of corrective actionrequests issued Nil Nil

21

“The Six Sigma benchmark is 3.4 defects per million opportunities for each product or service transaction.” The British Foundation for Quality- publication website
www.bgf.org.uk/performance-improvement/about -lean-six-sigma.
22

“Free riders” refers to those screened domestic passengers for which no charge is recovered from airlines. The situation arises due to infrastructural
configurations at certain airports

23

Applies only to those cards checked by the Aviation Security Service. Civil Aviation Rule 19.357 sets out the requirements for the issuing of Airport Identity
Cards, areas of security designated airports that they must be worn and the vetting processes that are provided for. Compliance testing is both targeted and
random and is reported on a monthly basis.
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| OUTPUT CLASS 5: AVIATION SECURITY SERVICES

2010/11 2011/12 2011712
Actuals OUtpUt LRI Targets/ Standards Actuals

pertaining to Aviation Security Service management of
the Airport Identity Card process.

FINANCIAL PERFORMANCE OF OUTPUT CLASS 5: AVIATION SECURITY SERVICE

2011/12 2011/12 2010/11

Actual $000 Budget $000  Actual $000

Output (a): Prevention of in-flight security incidents

Contracted services 372 990 765
Passenger security charges 51,345 52,735 61,992
Otherincome 1,901 1,494 2,714
Total output revenue 53,618 55,219 65,471
Total output expenses (60,835) (60,752) (57,939)
Net surplus / (deficit) (7,217) (5,533) 7,532

Total output expenses includes $4,000 (2011: $15,000) foraudit work undertaken by Aviation Safety which hasbeen eliminated
on consolidation.

2011/12 2011/12

Actual $000 Budget $000  Actual $000

Output (b): Prevention of air-side security incidents

Contracted services 2,437 2,583 2,509
Otherincome 307 328 707
Total output revenue 2,744 2,911 3,216
Total output expenses (16,495) (15,648) (16,307)
Net surplus / (deficit) (13,751) (12,737) (13,091)

2011/12 2011/12 2010/11
Actual $000 Budget $000  Actual $000

Output 5 Total
Contracted services 2,809 3,573 3,274
Passenger security charges 51,345 52,735 61,992
Otherincome 2,208 1,822 3,421
Total output revenue 56,362 58,130 68,687
Total output expenses (77,330) (76,400) (74,246)
Net surplus / (deficit) (20,968) (18,270) (5,559)
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OUTPUT CLASS 6: MARITIME SECURITY SERVICES

OUTPUT CLASS 6: MARITIME SECURITY SERVICES

2010/11 2011/12 2011/12

M r
Actuals OIS LRI Targets/ Standards Actuals

This performance measure is a reflection of the Aviation Security Service’s preparedness torespond to any request fromthe Minister of

Transport, or the Director of Maritime New Zealandto a high level threat situationat the Port of Auckland affecting cruise ships or their
passengers:

New measure for QUALITY: percentage of scheduled x-ray equipment 100% 100%
2011/12 maintenance and training of standby personnel
undertaken

FINANCIAL PERFORMANCE OF OUTPUT CLASS 6: MARITIME SECURITY SERVICES

2011/12 2011/12 2010/11

Actual $000 Budget $000  Actual $000

Crown funding 145 145 145
Total output revenue 145 145 145
Total output expenses (145) (145) (145)

Net surplus / (deficit) - -
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FINANCIAL STATEMENTS

STATEMENT OF COMPREHENSIVE INCOME

Forthe yearended 30June 2012

2012 2011
Actual Actual
$000 $000
Income
Levies revenue 2 22,450 23,135 22,167
Revenue from passenger security charges and other services 2 57,926 60,485 69,355
Crown funding revenue 3 2,364 2,364 2,406
Ministry contract revenue 3 1,705 1,676 1,934
Other income 4 2,440 2,002 3,466
Total income 86,885 89,662 99,328
Expenditure
Personnel costs 5 83,380 81,309 77,848
Depreciation and amortisation expense 14,15 6,001 6,800 5,841
Capital charge 6 - - 2,316
Finance costs 7 592 198 687
Other cost of services 8 22,809 25,479 20,067
Total expenses 112,782 113,786 106,759
NET SURPLUS / (DEFICIT) (25,897) (24,124) (7.431)

Other Comprehensive Income:

Loss on revaluation of land and buildings - - (44)

Total comprehensive income (25,897) (24,124) (7,475)

The accompanying notes form part of these financial statements
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STATEMENT OF CHANGESIN EQUITY

Forthe yearended 30June 2012

Equity

Opening balance of equity at 1 July

General funds 27,591 28,106 34,255
Property, plant and equipment revaluation reserve 21 746 790 790
Passenger security charges and other fees and charges reserves 21 43,955 43,681 49,812
Total opening balance of equity at 1 July 72,292 72,577 84,857

Comprehensive Income

Deficit (25,897) (24,124) (7,431)
Other Comprehensive Income - - (44)
Total comprehensive income for the year (25,897) (24,124) (7,475)
Owner Transactions

Repayment of capital - - (7,500)
Capital contributions 102 303 2,410

Total changes in equity during the year (25,795) (23,821) (12,565)

Closing balance of equity at 30 June

General funds 21 23,575 22,556 27,591
Property, plant and equipment revaluation reserve 21 746 790 746
Passenger security charges and other fees and charges reserves 21 22,176 25,410 43,955
Total closing balance of equity at 30 June 46,497 48,756 72,292

The accompanying notes form part of these financial statements.
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STATEMENT OF FINANCIALPOSITION

As at30June 2012
2012 2012
Actual Budget
$000 $000
Assets
Current Assets
Cash and cash equivalents 9 19,436 11,780 37,175
Debtors and other receivables 10 8,180 8,375 9,100
Inventories 11 31 105 80
Services work in progress 445 278 314
Investments - term deposits 12,29 25,000 33,250 29,000
Total Current Assets 53,092 53,788 75,669
Non-Current Assets
Property, plant and equipment 14 16,344 18,800 20,045
Intangible assets 15 2,579 2,753 2,787
Investment property 16 330 - 310
Total Non-Current Assets 19,253 21,553 23,142
Total Assets 72,345 75,341 98,811
Liabilities
Current Liabilities
Creditors and other payables 17 3,844 6,293 5,059
Employee entitlements 18 10,116 9,873 8,959
Provisions 19 83 - 83
Borrowings 20 2,089 1,585 1,936
Derivative financial instruments 13 - - 23
Total Current Liabilities 16,132 17,751 16,060
Non-Current Liabilities
Employee entitlements 18 5,455 4,545 4,185
Provisions 19 304 233 233
Borrowings 20 3,957 4,056 6,041
Total Non - Current Liabilities 9,716 8,834 10,459
Total Liabilities 25,848 26,585 26,519
NET ASSETS 46,497 48,756 72,292
EQUITY
General funds 21 23,575 22,556 27,591
Property, plant and equipment revaluation reserve 21 746 790 746
Passenger security charges and other fees and charges reserves 21 22,176 25,410 43,955
TOTAL EQUITY 46,497 48,756 72,292

The accompanying notes form part of these financial statements.
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STATEMENT OF CASH FLOWS

Forthe yearended 30June 2012

Cash Flows from Operating Activities

Receipts from levies 21,625 26,593 21912
Receipts from passenger security charges and other services 59,329 61,719 68,900
Receipts from Crown funding and Ministry contracts 4,069 4,586 4,340
Interest received 2,535 1,970 3,185
Payments to employees (78,063) (74,986) (73,718)
Payments to suppliers (25,990) (32,871) (25,174)
Interest paid (471) (198) (452)
Payments of capital charge to the Crown - - (2,316)
Goods and Services Tax (net) (109) (2,256) 51
Net Cash Flows from Operating Activities 22 (17,075) (15,443) (3,272)
Cash Flows from Investing Activities

Maturity of investments 4,000 10,500 -
Sale of property, plant and equipment 343 53 216
Placement of investments - - (14,250)
Purchase of property, plant and equipment (1,896) (3,890) (8,297)
Purchase of intangible assets (1,171) (247) (1,199)
Net Cash Flows from Investing Activities 1,276 6,416 (23,530)
Cash Flows from Financing Actiivites

Capital contributions from the Crown 102 303 2,410
Proceeds from external borrowings - - 4,340
Repayment of capital - - (7,500)
Repayment of external borrowings (2,042) (1,935) (1,646)
Net Cash Flows from Financing Activities (1,940) (1,632) (2,396)
Net increase/(decrease) in cash and cash equivalents (17,739) (10,659) (29,198)
Opening cash and cash equivalents at 1 July 37,175 22,439 66,373
CLOSING CASH AND CASH EQUIVALENTS AT 30 JUNE 9 19,436 11,780 37,175

The accompanying notes form part of these financial statements.

The Goods and ServicesTax (net)component of net cash flows from operating activities comprises the net Goods and Services
Taxpaid and received. Thiscomponent has been presented on anetbasis as the cash flows reflect amounts collected and
returnedon behalf of the Inland Reve nue Department.
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NOTES TO THE FINANCIAL STATEMENTS

1 STATEMENT OF ACCOUNTING POLICIES

REPORTING ENTITY

The Civil Aviation Authority (The Authority) is Government-owned and was established in New Zealand under the Civil Aviation
Act 1990 as a Crown Entityon 10 August 1992, andis domiciledin New Zealand. As a Crown entity, the Authorityis also subject
to the provisions of the Crown Entities Act 2004. The Authority has a responsibility to work towards the development and
deliveryof achievinganintegrated, safe, responsive and sustainable civil aviation system.

To fulfil thesestatutory responsibilities, the Authority comprisesthe aviation safety and regulatory servicesof the Civil Aviation
Authorityand the aviation security services of the Aviation Security Service.

As the Authority's primary objective is to provide services for social benefit rather than for the purpose of making a financial
return, the Authority (encompassing the aviation safety and regulatory services and the aviation security services) has
designated itselfas a public benefit entity for financdal reportingunder NewZealand equivalents to International Financial
Reporting Standards.

These financial statements of the Authority are for the yearended 30 June 2012. The financial statements were approved by
the Authorityon 16 October 2012.

Section 72B (3B) of the Civil Aviation Act 1990 statesthat the Authority shall perform its functions in respect of the Aviation
Security Service separately from its other functions and shall maintain accounts, records, and re ports accordingly.

BASIS OF PREPARATION

Statement of Compliance

The finandal statements have been preparedin accordance with the requirements ofthe Crown Entities Act 2004, which
includes the requirement to comply with New Zealand Generally Acce pted Accounting Practice. They complywith New Zealand
equivalents to International Financial Reporting Standards and other applicable FinancialRe porting Standards as appropriate for
public benefitentities.

Measurement basis
The finandal statements have been prepared on the basis of historical cost, except where modified by the revaluation of certain
items of property, plant and equipment and measurement ofany derivative financial instruments at fairvalue.

With the exception of cash flow information which has been prepared ona cashbasis, the financial statements have been
preparedonthe basisof accrual accounting.

Functional and presentation currency

The functional and presentation currencyis New Zealand dollars. All valuesare rounded to the nearest thousand dollars ($000).

CHANGES IN ACCOUNTING POLICIES

There have been nochanges inaccounting policies duringthe financial year.

The Authority has adopted the followingrevisions to accountingstandards during the financial year which have onlyhada
presentation ordisclosure effect:

New Zealand equivalents to International AccountingStandards Related Party Disclosures (Revised 2009) - The effect
of adopting the revised New Zealand equivalents to International Accounting Standards is that it:

- Removesthe previous disclosure concessions applied by the Authority for arms-length transactions between
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the Authorityand entities controlled or significantlyinfluenced by the Crown. The effect of the revised
standardis thatmore informationis required to be disclosed about transactions between the Authority and
entities controlled or significantly influenced by the Crown.

- Providesclarityon the disclosure of related party transactions with Ministers of the Crown. Further, with the
exception of the Minister of Transport, the Authority will be provided with an exemption fromcertain
disclosure requirements relatingto transactions with other Ministers of the Crown. The clarification could
resultin additionaldisclosures should there be any related party transactions with Ministers of the Crown.

NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS ISSUED THAT ARE NOT YET
EFFECTIVE AND NOT YET EARLY ADOPTED

The following standards, amendments and interpretations that are relevant to the Authority are not yet effective for the year
ended30June 2012 and have notbeen appliedinpreparingthese financial statements:

New Zealand equivalents to International FinancialRe porting Standards 9 Financial Instruments willeventually re place
New Zealand equivalents to International Accounting Standards 39 Financial Instruments: Recognition and
Measurement. New Zealand equivalents to International Accounting Standards 39is being re placed through the
following 3main phases: Phase 1 Classification and Measure ment, Phase 2 Impairment Methodology and Phase 3
Hedge Accounting. Phase 1 has beencompleted and hasbeen published inthe new financialinstrument standard
New Zealand equivalents to International FinancialRe porting Standards 9. NewZealand equivalents to International
Financial Reporting Standards 9 usesa single approach to determine whether a financial asset is measured at
amortised costor fairvalue, replacing the many different rules in New Zealand e quivalents to International Accounting
Standards 39. The approachinNew Zealand equivalents to International Financial Reporting Standards 9is based on
how an entity manages its financial assets (its business model) and the contractual cash flow characteristics of the
financial assets. The financial liability requirements are the same as those of New Zealand e quivalents to International
Accounting Standards 39, except forwhenan entity elects to designate a financial liability at fair value through the
surplus/deficit. The new standard is required to be adopted for the yearended 30 June 2016. However, as a new
Accounting Standards Framework will apply before this date, there is no certainty when an equivalent standard to
New Zealand equivalents to International Financial Re porting Standards 9 will be applied by public benefit entities.
The Authority has notyetassessed the impact of the newstandard and expects it willnot be early adopted.

SIGNIFICANT ACCOUNTING POLICIES

The following significant account policies, which materially affect the measurement offinancial performance and financial
position, have beenapplied:

Revenue

The Authorityearns revenue from:

regulatedleviesand charges onairlines based on outgoing international passenger numbers and domestic sectors
travelled by passengers;

regulated chargeson domestic aerodromes;

feesandcharges for regulatoryandaviation safety services and for additionalaviation security activitiesthatare
outsideits core function;

interestincome

Crown funding; and

Ministry contracts.

Revenueis measuredatthe fairvalue ofthe consideration received or receivable.

Provision of fee-based services

Revenue derived from the Authority's provision of regulatoryand aviation safety servicesis recognised inthe

Statement of Comprehensive Income in the period that the services have beenrendered, in proportion to the stage of
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completionofthe transactionat the balance sheetdate. The stage of completionis assessed by reference to the time
spenton the work to date and the estimated time to completion.
Interest

Interestincome is recognised using the effective interest method.-

Crown funding and Ministry contracts

Revenue provided bythe Crown andrevenue earned under Ministry contracts is recognised in the Statement of
Comprehensive Income inthe period inwhich the Authority provides the funded programmes.

Capital Charge

The capitalchargeis recognised as an expense inthe period to which the charge relates.

Goods and Service Tax

All itemsinthe finandal statements are presented exclusive of Goods and Services Tax, except receivables and payables, which
are presented on a Goods and Services Taxinclusive basis. Where Goods and Services Taxis notrecoverableitis recognised as
partofthe related asset or expense.

NetGoods and Services Tax receivableor payable at balance date is induded in receivables or payables in the Statement of
Financial Positionas appropriate.

Commitments and contingenciesare disclosed exclusive of Goods and ServicesTax.

The netGoods and ServicesTax paid, or received, includingthe Goods and Services Tax relating to investing and financing
activities, is classified as an operating cash flow in the Statement of Cash Flows.

Income Tax

The Authorityis a Public Authorityin terms of the Income Tax Act 2004 and is consequently exempt from the payment of
income tax. Accordingly no charge forincome tax has been provided for.

Payment of Any Surplus to the Crown

Section 165 of the Crown Entities Act 2004 provides the Minister of Finance with discretion to require Crown Entitiesto return
annual andaccumulated operating surpluses to the Crown, unless exempted in Schedule 1. The Authorityis so exempted.
However, section 72CA of the Civil Aviation Act 1990 specifically provides that re payment of the Aviation Security Service
surplus funds to the Crown may be requested by the Minister of Finance at their discretion.

Derivative Financial Instruments and Foreign Currency Transactions

Financial instruments measured at fair value through profit or loss - comprising forward exchange contract derivatives

Financial instruments in this category comprise those either held for tradingor designated at fair value through profit or loss at
inception. Under New Zealand equivalents to International Financial Reporting Standards, those derivatives not designated as
hedge accounting instruments are classified as held for trading instruments i rrespective of the purpose for which they have
been enteredinto. The Authority enters into forward exchange contract derivatives fromtime to time solely to mitigate
currencyrisks associated with its operational activities.

Forward exchange contract derivatives are recognised in the Statement ofFinancial Position at their fair value. Realised and
unrealised gains and losses arising fromchanges in fairvalue or upon settlement are recognised in the Statement of
Comprehensive Income inthe period inwhichtheyarise.

The full fair value of a forward foreign exchange derivative is classified as currentifthe contract is due for setlement within 12
months of balance date, otherwise derivatives are classified as non-current.
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Foreign currency transactions

Foreign currency transactions are translated into New Zealand dollars using the exchange rates prevailing at the transaction
date. Foreignexchange gains andlosses resulting from the settlement of such transactions, and from the transactions, and from
the translation at year-end exchange rates of foreign currency monetary assets and liabilities, are recognised in the Statement
of Comprehensive Income.

Other Financial Instruments

Financial assets are initially recognised at fair value. Financial assets are derecognised when the rights to receive cash flows
from the financial assets have expired or have been transferred and the Authority has transferred substantiallyall the risks and
rewards ofownership.

Loans and receivables financial assets - comprising cash and cash equivalents, debtors and other receivables.

Loans andreceivables financial assets are non-derivative financial assets with fixed or determinable payments thatare not
tradedinanactive market. Afterinitial recognition, loans and receivablesfinancial assets are carried atamortised cost usingthe
effective interest method.

Financial liabilities measured at amortised cost - comprising creditors and other payables, finance lease liabilities

Afterinitial recognition, financial liabilities measured at amortised cost are carried at amortised cost using the effective interest
method.

Impairment of Financial Assets

Financial instruments are regulardy reviewed for objective evidence ofimpairment. Both provisioned and non-provisioned bad
debts are written-off when recovery actions have been unsuccessful and when the likelihood of recoveryis considered remote.

Leases
Finance Leases

The Authority has enteredinto finance leasesfor certain security screening and office equipmentinrelation to the Aviation
Security Service. Finance leases effectively transfer to the Authority substantially all the risks and rewards of asset ownership,
whetherornottitle is eventually transferred.

At the commencement of the |ease term, the Authority recognises finance leases as assets and liabilities in the Statement of
Financial Positionat the lower of the fair value of the leased item or the present value of the minimum lease payments.

The finance charge is expensed to the Statement of Comprehensive Income over the |ease term soas to produce a constant
periodicrate of interest on the remaining balance ofthe liability.

The amount recognised as anassetis depreciated overits useful life. Ifitis notcertain that the Authority will obtain ownership
atthe endof the lease term, the asset s fully depreciated over the shorter of the lease termand its useful life.

Operating Leases

The Authorityleases office premises and office equipment. As substantiallyall the risks and rewards incidental to ownership of
the assetareretained bythe lessor, these | eases are classified as operating leases. Operating lease payments are recognised in
the Statement of Comprehensive Income as an expense on a straight-line basisover the lease term.
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Cash and Cash Equivalents

Cash and cash equivalents incdude cash on hand, deposits held at call with banks, and other short-term highly liquid investments
with original maturities ofthree months or less. Cashis measured at its face value.

Services Work in Progress

The Authority carriesservices workin progress thatincludescosts incurred in the partial completion of ce rtification and audit
engagements.

The Authority's services workin progress is measured at the lower of the costs incurred to date for the specific work being
undertaken and net realisable value. The estimated net realisable value is based onthe contracted service price.

Inventories

Inventories held for use in the provision of services

The Authority holds stocks of airport i dentity security cards and these items are carried at the lower of cost (calculated using the
weighted average cost method) and net realisable value.

Inventory write-downs

Anywrite-downfrom cost to netrealisable value for either serviceswork in progress or inventories held for use in the provision
of services, is recognised in the Statement of Compre hensive Income when the write-down occurs.

Investments

At each balance date the Authority assesses whether there is any objective evidence thataninvestment is impaired.
Bank deposits

Investmentsinbankdeposits are initially measured at fair value plus transaction costs. Afterinitial recognition, investments are
measured atamortised cost using the effective interest method. For bank deposits, impairment is established when there is
objective evidence that the Authoritywill not be able to collect amounts due according to the original terms of the deposit.
Significant financial difficulties of the bank, probability that the bank will enter into bankruptcy, and defaultin payments are

considered factors that the deposit is impaired.

Property, Plant and Equipment

Property, plantand equipment assets are carried at cost or fairvalue lessany accumulated deprecation and impairment losses.
Revaluations

Buildings held for service delivery purposes are valued at | east every three years to ensure that the carrying amount does not
differmaterially from fairvalue. All other asset classesare carried at depreciated historical cost.

Accounting for Revaluations

The Authorityaccounts for the revaluation of property, plantand equipmentona classof assets basis. The results of revaluation
are recordedin the appropriate asset revaluation reserve for that class of asset. Where this results in a debit balance in the
assetrevaluation reserve, this balance is expensed in the Statement of Comprehensive Income. Anysubsequentincrease in the
revaluation that offsets a previous decrease in value recognised in the Statement of Compre hensive Income, will be recognised
firstinthe Statement of Comprehensive Income up to the amount previously expensed and then credited to the revaluation
reserve of the asset class.
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Additions

The costofanitem ofproperty, plantand equipment is recognised as anassetonlywhenitis probable that future economic
benefits or service potential associated with the itemwill flow to the Authorityand the cost of theitem canbe measured

reliably. The minimumcostvalue fora purchase to be capitalised as a property, plantand equipmentassetis $2,000.

Disposals

Gainsandlosses ondisposalsare determined by comparingthe proceeds with the carryingamount of the assetand are included
in the Statement of Comprehensive Income. When revalued assets are sold, the amounts includedin revaluation reserves in
respect of these assets are transferred to general funds.

Subsequent Costs

Costs incurred subsequent to initialacquisition are capitalised onlywhenitis probable that future economic benefits or service
potential associated with the item willflowto the Authorityand the cost of the itemcanbe measured reliably. The costs of day-
to-dayservicing of property, plantand equipment are recognised in the Statement of Comprehensive Income as theyare
incurred.

Depreciation

Depreciationis provided for on a straight-line basis on all property, plantand equipment at ratesthat will write offthe cost of
the assets to their estimated residual values over their useful lives. The useful lives and assodiated depreciation ratesof major
classes orassets have been estimated as follows:

Buildings (including components) 10 - 24 years 10% - 4%
Leasehold improvements 10 years 10%
Furniture and fittings 10 years 10%
Plantand equipment 5-10years 20% - 10%
Office equipment 5years 20%
Motorvehicles 4 -5years 25% - 20%
Computerequipment 3-4years 33% - 25%
Leased hold-baggage screeningequipment 4 years 25%

The residual value and useful life of anasset is reviewed, and adjusted ifapplicable, at each financial year-end.
Intangible Assets
Software acquisition and development

Acquired computer software licences and databases are capitalised on the basisof the costs incurred to acquire and bring these
to use.

Costs incurred by the Authority for the development of software for internaluse, other than for the development of software
associated with websites, are recognised as anintangible asset where the asset meets the criteria for recognition. Costs
recognisedinclude the software development, employee costs and any other directly attributable costs.

Staff training costs are recognised as an expense whenincurred.

Costs associated with maintainingcomputer software, stafftraining and with the development and maintenance of websites,
are expensed whenincurred.
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Amortisation

The carryingvalue of an intangible asset with a finite life is amortised on a straight-line basisoverits useful life. Amortisation
begins when the assetis available for use and ceases at the date that the assetis de-recognised. The amortisation charge for
each period is recognisedin the Statement of Comprehensive Income.

The useful lives and associated amortisation rates of major classes of intangible asset have been estimated as follows:

Acquired computer software 3years 33%
Developed computer software 3-5years 33% - 20%

Impairment of Property, Plant and Equipment and Intangibles

Property, plantand equipmentand intangible assets that have a finite useful life are reviewed forindicators of impairment at
each financial reportingdate and whenever events or changesin circumstancesindicate that the carrying amount maynotbe
recoverable.

Animpairmentlossis recognised for the amount by which the asset's carrying amount exceeds its recoverable amount. The
recoverable amountis the higher of an asset's fair value less costs to selland value inuse. Value inuse is based on depreciated
replacement cost.

Ifan assetisimpaired, its carrying amountis written down to the recoverable amount. Forassets carried at historical cost, the
total impairment loss and any subsequent reversalsof impairment are recognised in the Statement of Comprehensive Income.

Forre-valued assets, anyimpairment loss is recognised in other compre hensive income to the extent that the impairment loss
doesnotexceedtheamountcarriedin that reserve. Where the impairmentlosswould resultin a debit balance in the
revaluation reserve, the balance is recognisedin the Statement of Comprehensive Income. Subsequent reversalsof impairment
losses are recognised firstlyin the Statement of Comprehensive Income, to the extent the impairment loss was originally
recognisedthere, and thenin the associated revaluation reserve.

Investment property

Properties leased to third parties under operatingleases are classified as investment property unless the propertyis held to
meetservice delivery objectives, rather than to earnrentals or capital appreciation. Property held to meet service delivery
objectivesis classified as property, plant, and equipment.

Investment propertyis measuredinitiallyatits cost, including transaction costs. After initial recognition, investment propertyis
measured atfair value as determined annually by an independent valuer.

Gainsorlosses arising froma change in the fair value ofinvestment property are recognised in the surplus or deficit.

Borrowings

Borrowings are initially recognised at their fair value net of transaction costs incurred. After initial recognition, all borrowings
are measured atamortised cost usingthe effective interest method.

Borrowings are classified as current liabilitiesunless the Authority has an unconditional right to defer settlement ofthe liability
foratleast 12 months after the balance date orif the borrowings are expected to be settled within 12 months ofthe balance
date.

Employee Entitlements
Short-Term Employee Entitlements

Employee entitlements that the Authority expects to be settled within 12 months of balance date are measured at undiscounted
nominal valuesbased on accrued entittements at current rates of pay.
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The Authority recognises a liabilityand an expense for bonuseswhere itis contractually obliged to pay them, or where there is a
pastpractice that has created a constructive obligation.

Long-Term Employee Entitlements

Entitlements that are payable beyond 12 months have beencalculated onanactuarial basis by Melville Jessup Weaver
consultingactuaries. The calculations are based on:

likely future entitlements accruingto staff, based onyears ofservice, years to entitlement, the likelihood that staff will
reach the point ofentitlement and contractual e ntitlements information; and

the presentvalue of the estimated future cash flows.

The discountrate is based on the weighted average of interest rates for government stock with terms to maturity similar to
those of therelevant liabilities. The inflation factoris based onthe expected long-term increase in remuneration for employees.

Post-Employment Entitlements

Superannuationschemes

Obligations for the Authority's contributions to KiwiSaver, Gove rnment Superannuation Fund, and National Provident Fund are
accountedforas contributions to a defined contribution superannuation scheme and are recognised as an expense inthe
Statement of Comprehensive Income.

Provisions

The Authority recognises a provision for future expenditure of uncertainamount or timing whenthere is a present obligation
(eitherlegalorconstructive)as a result of a past event, itis probable that expenditureswill be required to settle the obligation,
and a reliable estimate can be made ofthe amount of the obligation.

Provisions are measured at the present value of the expenditure e xpected to be required to settle the obligation using a pre-tax
discount rate that reflects current market assessments of the time value of money, and the risks specific to the obligation.

Equity
Equityis measuredas the difference betweentotal assets and total liabilities. Equity is disaggregated and classified into the
following components:

General funds
Property, plant and equipment revaluation reserve
This reserve relates to the revaluation of property, plantand equipment to fair value.

Passenger security charges and other fees and charges reserves
This reserve relates to the accumulated surpluses/deficits arising fromthe recovery of costs relating to passenger
securityactivities.

Budget figures

The budget figuresare derived fromthe Statement of Intent as approved bythe Authorityat the beginningof the financial year.
The budget figureshave been prepared inaccordance with New Zealand Ge nerally Acce pted Accounting Practice, using
accounting policies that are consistent with those adopted by the Authority for the preparation of the financial statements.

Output costing
Criteria for Direct and Indirect Costs:

Direct costs for the Authority are those costs directly attributable to anoutput. Indirect costs are those costs that cannot be
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identified witha specific outputinaneconomically feasible manner.

Indirect personnel, property, occupancy and certain otherindirect costs for the Aviation Security Service are charged on the
basisof actualstaff hours attributable to anoutput. Depreciationand capital charges are charged onthe basis of asset
utilisation.

Indirect costs for the Authority, including indirect deprediation, are charged on the basisof full time equivalent staff me mbers
attributable to anoutput.

Criteria for apportioning Shared Services costs

The delivery of shared services for both the safety and regulatory services and the security service wasestablished from 7
November2011. The costs arising in each shared services group (Corporate Services, Organisational Development and Strategy,
and LegalServices)will be apportioned to the safety and regulatory servicesand security services applying an allocation
methodology reflecting the underlying key business drivers. These business drivers will be reviewed on a regular basis to ensure
thatboth regulatoryservices and security servicesbear an equitable share ofthe costs of providingshared services.

Apart from the change to apportioningthe shared services costs, there have beennootherchangesto the costallocation
methodologysince the date of the last audited financial statements.

Critical Accounting Estimates, Assumptions and Judgements

Preparingfinancial statements to conform to NewZealand equivalents to International Financial Re porting Standards re quires
management to make judgements, estimates and assumptions that affect the application of policies and re ported amounts of
assets and liabilities, income and expenses.

In the processof applying the Authority's accounting policies, management have made the following judgements, estimates,
and assumptions that have had the most significantimpact on the amounts recognised in these financial statements:

Internally developed computer software intangible assets availability of use

Determining whether an internally developed computer software i ntangible asset has reached the condition necessary foritto
be capable of operating inthe conditionintended by management requires judgement as to the intended level of functionality
and whenthis hasbeenreached.

Once the software has reached the determinedlevel offunctionalityitis classified as available for use and amortisation
commences over the assets estimated useful life. Annual impairment testing of the development projectis nolonger required

and the completedintangible asset is reviewed annually for indicators ofimpairment.

The Authority has exercisedits judgementindetermining the availability for use of particular developed computer s oftware
intangible assets while others remain classified as under development.

Lease classification

Determining whether a lease agreementis a finance or operating lease requires judgement as to whether the agreement
transfers substantially all the risks and rewards of ownership to the Authority. Judgementis required on various aspects that
include, butare notlimited to, the fair value ofthe leased asset, the economic life ofthe leased asset, whether ornot to include
renewal options in the lease term and determining an appropriate discount rate to calculate the present value of the minimum
lease payments.

Classification as a finance lease means the asset is recognised in the Statement of Financial Position as property, plantand
equipment, whereas foran operatinglease, no such asset is recognised.

The Authority has exercisedits judgement on the appropriate classification of e quipment leases and has determined a number
of lease arrangements are finance | eases.
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Retirement and long service leave

An analysis of the exposure inrelation to estimatesand uncertaintiessurrounding retirement and long service leave liabilitiesis
disclosedin note 18.

2 REVENUE FROM LEVIES AND SERVICES

Actual Actual
2012 2011
$000 $000
Levies revenue
International passenger levies 4,234 4,066
Domestic passenger levies 17,187 17,068
Otherlevies 1,029 1,033
Total levies revenue 22,450 22,167
Revenue from passenger security charges and other services
International passenger security charges 33,200 40,725
Domestic passenger security charges 18,139 21,267
Aviationregulatory and safety services 3,762 4,089
Othercontracted aviationsecurity services 2,825 3,274
Total revenue from passenger security charges and other services 57,926 69,355

3 CROWN FUNDING AND MINISTRY CONTRACT REVENUE

CROWN FUNDING REVENUE

The Authority has been provided with funding fromthe Crown for the followingspecific purposes of the Authorityas setoutin
the Civil Aviation Act 1990 and the scope of the relevant government appropriations. Apart from these general restrictions,
there are nounfulfilled conditions or contingenciesattached to gove rnment funding (2011: nil).

Actual Actual

2012 2011

$000 $000

Policy 1,779 1,821
Healthand Safety 440 440
Maritime security 145 145
Total revenue from the Crown 2,364 2,406

Policy

The Authority has been provided fundingfrom the Crownto enable it to provide re ports to Parliamentand the Minister,
undertake itswork in International Relations and South Pacific obligations, develop international safety and security agreements
with other countries and to conduct policywork. The fundingprovided has been used to deliver work in each of the key areas:

concentrating onagreed policy projects

ensuringNew Zealand's response to the International Civil Aviation Organisation re quire ments
developing and supporting of the Pacific Aviation Safety Office; and

further developing aviation safety and security agreements with other countries.
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Health and Safety in employment

The Authority received funding from the Crown for the purposes of implementing the requirements of the Health and Safetyin
Employment Act 1992 within the context of the aviation industry. The Authority has used the Crown fundingprovided to:

conduct Health and Safetyin Employmentinvestigations, audits and inspections
provide advice and education onHealth and SafetyinEmploymentin the aviation sector; and
fund otheractivities connected with Health and Safetyin Employment practice inthe aviationindustry.

Maritime security

The Authority receives funding directly from the Crown, through the Ministry of Transport, that is restrictedinuse for the
purposes of meeting the Authority's maritime security obligations.

Actual Actual

2012 2011

Ministry contract revenue $000 $000
Rules development (Ministry of Transport) 1,493 1,418
Pacific Security Fund (Ministry of Foreign Affairs and Trade) 212 268
OtherConsulting - 248
1,705 1,934

The Authority provides rulesdevelopment services under contract to the Ministry of Transport and receives funding directly
from the Ministry of Foreign Affairs and Trade's Pacific SecurityFund as a reimbursement oftraining and consultancy services
provided to agencies and airlines ofthe South Pacific region.

4 OTHER INCOME

Actual Actual

2012 2011

$000 $000

Interestincome 2,200 3,286
Netgainonsale of property, plantand equipment 153 145
Netforeignexchange gains 20 -
Otherlncome 67 35
Total other income 2,440 3,466

During the year the Authority disposed of vehicles and screening equipment that formed part ofthe capital replacement
programme as determined by the useful life of the asset. The totalgain onsale ofassets was $153,000 (2011: 145,000).

5 PERSONNEL COSTS

Actual Actual

2012 2011

$000 $000

Salariesandwages 72,612 70,251
Employer contributions to defined contribution plans 1,310 1,168
Otherpersonnel expenses 7,032 6,033
Increase/(decrease) in employee entitlements 2,426 396
Total personnel costs 83,380 77,848
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Employer contributions to defined contribution plans include contributions to KiwiSaver, National Provident Fund and
Government Superannuation Fund.

6 CAPITAL CHARGE

The Authority paid a capitalcharge to the Crown inthe yearto 30 June 2011, but thisrequirement ceasedinthe current
financial year as the Authority fell below the minimum crown funded net asset level at which the Capital Charge becomes
payable accordingto the Crown Entities (capital charge rules) regulations 2011. The Capital Charge for the yearto 30 June 2011
was 7.5%, which equated to $2,316,000.

7 FINANCE COSTS

Actual Actual
2012 2011
$000 $000
Intereston CrownLoan 274 163
Interest on finance leases 198 289
Discount unwind on long-term employee entittements 120 235
Total finance costs 592 687
8 OTHER COST OF SERVICES

Actual Actual
2012 2011
$000 $000

Feesto auditor:
Feesto AuditNewZealand foraudit of financial statements 104 100
Feesto Audit NewZealand for other services 19 42
Auditrelated fees forassurance and related services - 32
Operating lease expenses 5,183 4,132
Buildingoperatingexpenses 789 588
Information technology e xpenses 1,886 1,721
Staff travel 3,111 3,304
Severance costs inaccordance withs152(d) ofthe Crown Entities Act 2004 323 -
Insurances 1,021 1,123
Impairment of receivables 3 14
Safetyinformationservices 1,852 1,885
Consultancy 2,989 2,291
Consumables and maintenance 2,282 2,031
Netforeignexchange | osses 1 32
Netlossondisposal of property, plantand equipment & intangibles 873 329
Impairment of property, plant, equipment & intangibles - 113
Otherexpenses 2,373 2,330
Total other cost of services 22,809 20,067

Fees to Audit NewZealand for other serviceswere foran assurance review over the Authority's quarterly re ports to the Minister
of Transport.
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Staff travel expense includes all travel related to the Authority's normal businessfunctions. Travel that is i ncidental to staff
training is included within Other PersonnelExpenses in Note 5.

The Netloss ondisposal of property, plant and equipment & Intangibles includes the write-offof the Aeronautical Information
Service database which hasbeen superseded by newtechnology resultingin the information being freely available to authorised
participants. The write-off amounted to $860,869 and occurred in the current financialyear.

9 CASH AND CASH EQUIVALENTS

Actual Actual

2012 2011

$000 $000

Cashon handandatbank 7,211 1,590
Cash equivalents -- short-term deposits 12,225 35,585
Total cash and cash equivalents 19,436 37,175

The carryingvalue of short-term deposits with maturity dates of three months or less approximatestheir fair value, due to the
short-term nature of the deposits.

The weighted average effective interest rate for the short-term deposits held is 3.9% (2011: 4.0%).
No partof cashand cashequivalents hasbeen pledged as security for liabilities or contingent liabilities.

As all cashand cash equivalents deposits are held with New Zealand registered banks that have high quality credit ratings, no
securityis held for the balances, nor considered necessary.

10 DEBTORS AND OTHER RECEIVABLES

Actual Actual

2012 2011

$000 $000

Debtors 7,319 7,931
Otherreceivables 876 1,183
Less: provision forimpairment (15) (14)
Total debtors and other receivables 8,180 9,100

The carryingvalue of debtors and other receivables approximates their fair value, due to the short period of time inwhich they
are expected to be collected.

As at30June 2012 and 2011, all receivables were reviewed for evidence ofimpairment. Both provisioned and non-provisioned
bad debts are written-off when recovery actions have been unsuccessful and when the likelihood of recoveryis considered
remote.
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The ageing profile ofreceivables atyear end is detailed below:

2012 2011
Gross  Impairment Net Gross Impairment Net
$000 $000 $000 $000 $000 $000
Notpastdue 6,215 - 6,215 3,123 - 3,123
Pastdue 1-30days 1,772 - 1,772 5,310 - 5,310
Pastdue 31-60days 77 - 77 458 - 458
Pastdue 61-90days 72 - 72 139 3) 136
Pastdueover90days 59 (15) 44 84 (12) 73
Total 8,195 (15) 8,180 9,114 (14) 9,100

All receivables amounts that are neither past due norimpaired are considered fully collectible.

Movements inthe provision forimpairment of receivablesare as follows:

Actual Actual
2012 2011
$000 $000
Balanceat1July (14) -
Additional provisions made duringthe year 3) (14)
Receivableswritten-off duringthe period 2 -
Balance at 30 June (15) (14)
11 INVENTORIES
Actual Actual
2012 2011
$000 $000
Inventories held foruse inthe provision of services 31 80
Total inventories 31 80

Inventories held for use in the provision of services
Airport Identification Card stocks are held for sale inthe ordinary course of business and are inthe form of materialsto be
consumed inthe rendering ofservices.

No inventories are pledged as security for liabilities. However, some inve ntories are subject to retention of title clauses.

There have been nowrite-downs (2011: $nil) or reversals of write-downs (2011: $nil) forinventoriesduring the year.
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12 INVESTMENTS

Actual Actual
2012 2011
$000 $000
Current investments are represented by:
Term deposits 25,000 29,000
25,000 29,000
Maturity analysis and effective interest rates of term deposits
Term deposits with maturities of4-6 months (91-180 days) 25,000 29,000
Effective interestrate 4.3% 3.8%
25,000 29,000

13 DERIVATIVE FINANCIAL INSTRUMENTS

The Authority has taken a forward exchange contract for $US 445,000 (2011: $US 440,000) to settle liability insurance cover
premiums forthe 2011/12 financial year. The contract will be settled within sixmonths frombalance date.

The fairvalue of the forward exchange contract hasbeen determined usingthe market rate as at balance date.
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14 PROPERTY, PLANT AND EQUIPMENT

Movements for each class of property, plantand equipment are as follows:

Asset under Buildings (incl Leasehold Furniture & Plant & Office Motor vehicles Computer Leased HBS Total
construction components) improvements fittings equipment equipment equipment screening
equipment
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Cost or valuation
Balance at 1 July 2010 3,281 818 2,612 1,095 12,467 717 3,172 3,908 6,207 34,277
Additions/(transfers) (3,195) - 7,118 1,522 1,021 119 712 1,001 - 8,298
Revaluationincrease - (170) - - - - - - - (170)
Disposals - (48) (867) 471) (308) (116) (466) (163) - (2,439)
Transfer to investment assets - (600) - - - - - - - (600)
Balance at 30 June 2011 86 - 8,863 2,146 13,180 720 3,418 4,746 6,207 39,366
Balance at 1July 2011 86 - 8,863 2,146 13,180 720 3,418 4,746 6,207 39,366
Additions/(transfers) (50) - 129 10 912 10 685 200 - 1,896
Revaluationincrease - - - - - - - - - -
Disposals - - - - (2,081) (119) (601) (2,420) - (5,221)
Balance at 30 June 2012 36 - 8,992 2,156 12,011 611 3,502 2,526 6,207 36,041
Accumulated depreciation and
impairment losses
Balance at 1July 2010 - (96) (1,790) (679) (7,383) (597) (1,338) (3,380) (986) (16,249)
Depreciation expense - (63) (667) (138) (1,733) (77) (764) (420) (1,552) (5,414)
Eliminate on disposal - 33 844 357 275 116 428 163 - 2,216
Eliminate on revaluation - 126 - - - - - - - 126
Balance at 30 June 2011 - - (1,613) (460) (8,841) (558) (1,674) (3,637) (2,538) (19,321)
Balance at 1July 2011 - - (1,613) (460) (8,841) (558) (1,674) (3,637) (2,538) (19,321)
Depreciation expense - - (858) (212) (1,548) (60) (797) (468) (1,552) (5,495)
Eliminate on disposal - - - - 2,079 116 504 2,420 5,119
Balance at 30 June 2012 - - (2,471) (672) (8,310) (502) (1,967) (1,685) (4,090) (19,697)
Carrying amounts
At1July 2010 3,281 722 822 416 5,084 120 1,834 528 5,221 18,028
At 30June 2011 86 — 7,250 1,686 4,339 162 1,744 1,109 3,669 20,045
At 30 June 2012 36 - 6,521 1,484 3,701 109 1,535 841 2,117 16,344

The total amountofproperty, plantand equipmentinthe course of constructionis $36,000 (2011: $86,000).

The netcarryingamount of property, plantand equipment held under finance leases is $2,118,000 (2011: $3,669,000). Otherthanitems of property, plantand equipment that
are subject to finance leases, there are notitle restrictions for any of the Authority's property, plantand equipment assets, nor are any items of property, plantand equipment

83|Page
Civil Aviation Authority of New Zealand | Annual Report | 2011/12



pledgedas security for liabilitiesor contingent liabilities.
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15 INTANGIBLE ASSETS

Movements for each class of intangible asset are as follows:

AIS  Acquired Assets under Internally Software Total
navigation  software construction developed under $000
database software development
$000 $000 $000 $000 $000 $000
Cost
Balance at1July 2010 816 1,537 449 1,910 20 4,732
Additions 45 720 327 - 107 1,199
Transfer to available foruse - 449 (449) - - -
Disposals - (89) - - - (89)
Balance at 30 June 2011 861 2,617 327 1,910 127 5,842
Balance at 1July 2011 861 2,617 327 1,910 127 5,842
Additions - 291 742 138 - 1,171
Transfer to available foruse - 472 (472) 107 (107) -
Disposals (861) (248) - (167) (20) (1,296)
Balance at 30 June 2012 - 3,132 597 1,988 - 5,717
Accumulated amortisation and
impairment losses
Balance at 1July 2010 - (1,200) - (1,497) (20) (2,717)
Amortisation expense - (254) - (173) - (427)
Disposals - 89 - - - 89
Balance at 30 June 2011 - (1,365) - (1,670) (20) (3,055)
Balance at 1July 2011 - (1,365) - (1,670) (20) (3,055)
Amortisation expense - (380) - (126) - (506)
Disposals - 248 - 155 20 423
Balance at 30 June 2012 - (1,497) - (1,641) - (3,138)
Carrying amounts
At 1 July 2010 816 337 449 413 - 2,015
At 30 June 2011 861 1,252 327 240 107 2,787
At 30 June 2012 - 1,635 597 347 - 2,579

The total amount ofintangiblesin the course of constructionis $597,000 (2011: $434,000). The amortisation expense for
intangible assets is included within depreciation and amortisation expense in the Statement of Comprehensive Income. There
are no title restrictions for any of the Authority's intangible assets, norare anyintangible assets pledged as security for liabilities
orcontingent liabilities.

Intangible assets

Underthe Civil Aviation Act 1990, the Authorityis required to ensure thataninformation service is provided and readily
available for the safety, regularityand efficiency of air navigationin NewZealand. To achieve this, the Authorityacquiredin
2000 the Aeronautical Information Service database which comprised maps, charts and other aeronautical information ofa
lasting character essential to New Zealand air navigation.

This database hasnowbeen superseded and re placed, with the information in this newdatabase being provided by various
third party participants. For this reason, the Authority has decided that the Aeronautical Information Service database no
longer meets the criteria for anintangible asset and has fully written-off the carrying value inthe current financial year. The
Authorityis still required to ensure that the information is maintained and is available to participants.
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16 INVESTMENT PROPERTY

Actual Actual

2012 2011

$000 $000

Balanceat1July 310 -
Transfer from Property, Plant, and Equipment - 600
Fairvalue gains/(losses) onvaluation 20 (290)
Balance at 30 June 330 310

The Authorityowns a building at Auckland International Airport (former Aviation Security Servicesoperational base). The
originalcarrying cost of this buildingwas $900,000.

The building was re-valued at 30 June 2012 by an independent valuer, Seagar & Partners, FPINZ to a fair value of$330,000
(2011: 310,000). Buildings are valued at fair value using market based evidence. Market rents and capitalisation rates were
appliedto reflect marketvalue.

17 CREDITORS AND OTHER PAYABLES

Actual Actual

2012 2011

$000 $000

Creditors 1,526 1,931
Otherpayables 2,318 3,128
Total creditors and other payables 3,844 5,059

The carryingvalue of creditors and other payablesapproximates their fair value as these liabilities are non-interest bearingand
are normally settled within 30 days.

18 EMPLOYEE ENTITLEMENTS

Actual Actual
2012 2011
$000 $000
Current employee entitlements are represented by:
Accrued salaries and wages 2,646 2,328
Annual leave 6,784 5,985
Current portion of long-term employee entitlements
Sick leave 168 147
Retiringandlong service leave 518 499
Total current portion 10,116 8,959
Non-current employee entitlements are represented by:
Long-term employee entitlements
Retiringandlong service leave 5,080 3,887
Sick leave 375 298
Total non-current portion 5,455 4,185
Total employee entitlements 15,571 13,144
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The presentvalue of the retirement, longservice leave, andsick leave obligations depends ona number of factors thatare
determined on an actuarial basis using a number of assumptions. Two key assumptions used in calculating this liability include
the discountrate and the salaryinflation factor. Anychanges in these assumptions will impact on the carrying amount ofthe
liability.

In determining the appropriate discount rate, the Authority considered the interest rateson New Zealand Treasury Bills and
Government Bonds which have terms to maturity that match, as closelyas possible, the estimated future cash outflows. The
salaryinflationfactor has been determined after considering historical salaryinflation patterns and after obtainingadvice from
an independentactuary. Term-spedific risk-free rates as at 30 June 2012 ranging from 2.43% pato 6.00% pa (2011: ranged from
2.84% pa to 6.00% pa) and a salaryinflation factor of 2.0% pa (2011: 3.0% pa)were used.

Actuarial estimate sensitivity analysis

If the discount rate were to be 1% perannum higher/lower than the Authority's estimates, with allother factors held constant,
the carryingamount of the liabilitywould be an estimated $501,000 | ower/$581,000 higher respectively (2011: $367,000
lower/$427,000 higher respectively).

If the salaryinflation factor was 1% per annumhigher/lower than the Authority's estimates, with all other factors held constant,
the carryingamount of the liabilitywould be an estimated $522,000 higher/$456,000 | ower respectively (2011: $390,000
higher/$335,000 lower respectively).

19 PROVISIONS

Actual Actual
2012 2011
$000 $000
Current provisions are represented by:
Restructuring 83 -
Lease make-good - 83
Total current portion 83 83
Non-current provisions are represented by:
Hold Baggage Screening e quipment decommissioning 233 233
Lease make-good 71 -
Total non-current portion 304 233
Total provisions 387 316
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Movements for each class of provision are as follows:

HBS screening Restructuring Lease make- Total
equipment good $000
decommissioning
$000 $000 $000 $000
2012
Balanceat1July 233 - 83 316
Additional provisions made/(reversed) - 83 (12) 71
Balance at 30 June 2012 233 83 71 387
2011
Balanceat1July 233 - 210 443
Additional provisions made/(reversed) - - (227) 127
Balance at 30 June 2011 233 - 83 316

Hold Baggage Screening equipment decommissioning

The Authority has recognised a provision for the cost of decommissioning the Hold Baggage Screening equipment atthe end of
its estimated useful life.

Leasehold exit obligation

The Authority has recognised aliability for the cost to make good the office space | eased in Wellington upon the expiry of the
lease term. Informationabout the Authority's leasing arrangements is disdosed in Note 23.

Restructuring provision

The Authorityapproved a detailed and formal restructuring plan, which wasannounced in February 2012. The provision
represents the estimated cost for redundancy payments arisingbut not yet paid.
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20 BORROWINGS

Actual Actual
2012 2011
$000 $000
Current borrowings are represented by:
Finance leases 1,689 1,535
Advances from the Crown 400 401
Total current portion 2,089 1,936
Non-current borrowings are represented by:
Finance leases 617 2,301
Advances from the Crown 3,340 3,740
Total non-current portion 3,957 6,041
Total borrowings 6,046 7,977
Analysis of finance leases
Minimum lease payments payable:
Notlaterthan oneyear 1,793 1,733
Laterthanoneyearand notlater thanfive years 634 2,422
Total minimum lease payments 2,427 4,155
Future finance charges (121) (319)
Present value of minimum lease payments 2,306 3,836
Present value of minimum lease payments payable:
Notlaterthan one year 1,689 1,535
Laterthanoneyearand not later than five years 617 2,301
Total present value of minimum lease
payments 2,306 3,836
Fair Value

Due to the interest rate onthe unsecured loanbeing setat a market related | evel, the carrying amounts ofunsecured [ oans
approximates their fairvalue.

The fairvalue of finance leases is $2,306,000 (2011: 3,836,000). Fair value has been determined using contractual cash flows
discounted using a rate of 3.5%.

Description of leasing arrangements

The Authority has enteredinto finance leasesfor Hold Baggage Screening equipment and for various items of office equipment.
Approval for these borrowing arrangements is held from the Minister of Finance interms ofthe requirements of the Public
Finance Act 1989 and the Crown Entities Act 2004.

Leased HBS equipment is disclosed as a separate class of property, plantand equipmentinNote 14. The net carryingamount of
otherleased items within each relevant class of property, plant and equipment is also shown in Note 14.

On expiry, the Authority has the optionto return the equipment or continue using it. The Authority does not have the option to
purchase the equipment. The rentalpayments are unchanged if the Authority continuesto use the asset. There are no
restrictions placed onthe Authority by any of these finance leasing arrangements.
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Finance lease liabilities are effectively secured, as the rights to the leased asset revert to the lessorin the event of default.

Description of Advances from the Crown

On 30 August 2010 the Crownagreed to provide an unsecured loan to the Authority ($4,340,000) for the purposes offunding
the hard fit-out of newpremisesat 55 Featherston Street, Wellington. The loan is for a period of five years to 30 June 2015. The
loanwasissuedata fixed rate 0f6.84%.
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21 EQUITY

Actual Actual
2012 2011
$000 $000
General funds
Opening balance at 1 July 27,591 34,255
Transfer from Statement of Comprehensive Income (25,897) (7,475)
Transfer to property, plantand equipment revaluation reserve - 44
Transfer from passenger security charges reserve 21,779 5,857
Capital contributions 102 2,410
Repayment of capital - (7,500)
Closing balance at 30 June 23,575 27,591
Reserves
Property, plant and equipment revaluation reserve
Opening balance at 1 July 746 790
Transfer from Statement of Comprehensive Income - (44)
Closing balance at 30 June 746 746
Passenger security charges reserve
Opening balances at 1 July
Passenger security charges reserve - Domestic 9,373 9,914
Passenger security charges reserve - International 34,582 39,898
43,955 49,812
Transfer to General Funds from:
Passenger security charges reserve - Domestic (3,691) (541)
Passenger security charges reserve - International (17,140) (5,316)
Passenger security charges reserve - Other fees and charges (948) -
Passenger security contingency reserve - Domestic - -
Passenger security contingency reserve - International - -
Total transfers to General Funds (21,779) (5,857)
Closing balances at 30 June
Passenger security charges reserve - Domestic 5,682 9,373
Passenger security charges reserve - International 17,442 34,582
Passenger security charges reserve - Other fees and charges (948) -
Total passenger security reserves 22,176 43,955

Section 165 of the Crown Entities Act 2004 provides the Minister of Finance with discretion to require Crown entitiesto return
annual and accumulated operating surpluses to the Crown, unless exempted in Schedule 1. The Authorityis so exempted.
However, section 72CA of the Civil Aviation Act 1990 specifically provides that re payment ofthe Aviation Security Service
surplus funds to the Crown may be requested by the Minister of Finance at his discretion.

91|Page
Civil Aviation Authority of New Zealand | Annual Report | 2011/12



22 RECONCILIATION OF NET SURPLUS / (DEFICIT) TO NET CASH FROM OPERATING ACTIVITIES

Actual Actual

2012 2011

$000 $000
Net deficit (25,897) (7,431)
Add/(less) non-cash items:
Depreciation and amortisation expense 6,001 5,841
Writedown of property, plant & equipment - 329
Impairment of receivables 3 14
Net foreign exchange (gains) / losses (19) 31
Discount unwind on employee entitlements 120 235
Non-current employee entitlements - 2
Impairmentlosses - property, plant & equipment - 113
Fairvalue gains on investment property (20) -
Total non-cash items 6,085 6,561
Add/(less) items classified as investing or financing activities:
(Gains) / losses on disposal of property, plant & equipment and
intangibles 741 (145)
Total items classified as investing or financing activities 741 (145)
Add/(less) movements in working capital items:
Debtors & other receivables (increase)/decrease 917 (667)
Inventories (increase)/decrease 49 10
Services work in progress (increase)/decrease (131) (59)
Creditors & other payables increase/(decrease) (1,217) (1,578)
Employee entitlements increase/(decrease) 2,306 164
Provisions increase/(decrease) 72 (127)
Net movements in working capital items 1,996 (2,257)
Net cash from operating activities (17,075) (3,272)
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23 CAPITAL AND OPERATING COMMITMENTS

Actual Actual
2012 2011
$000 $000
Capital commitments
Property, plantand equipment 36 85
Intangible assets 61 376
Total capital commitments 97 461
Non-cancellable operating leases
Notlaterthan one year 5,479 6,202
Laterthanoneyearand not later than five years 18,360 21,024
Laterthanfive years 16,680 23,390
Total non-cancellable operating leases 40,519 50,616

The Authorityleases office premises in Wellington. It also leasesoffice premisesand car parks, staff facilities and operational
space for regulatory screening points at three metropolitan and five regional airports.

There are norestrictions placed onthe Authority by any of its operating leasingarrangements.

Other non-cancellable operating commitments

Actual Actual

2012 2011

$000 $000

Notlaterthan oneyear 1,635 1,666
Laterthanoneyearand not later than five years 307 1,891
Laterthanfive years - -
Total non-cancellable operating commitments 1,942 3,557

The Authority has entered into several contracts that have non-cancellable terms. The most significant ofthese is the contract
with Airways Corporation to maintain and update the Aeronautical Information Service database.

24 CONTINGENCIES

Contingent liabilities
Legal actions

Legal actions pendingthat have beentaken orare beingrespondedto by the Authorityinvolve five (2011: nine) aviation
participants or external partiesand nostaffmembers (2011: one). The Authority has relied on advice fromlegal counsel in
formingthe view that contingent liabilitieswith an estimated value of $nil (2011: $nil) exist in relation to these proceedings.

Contingent assets
The Authority has no contingent assets (2011: $nil).
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25 RELATED PARTY TRANSACTIONSAND KEY MANAGEMENT PERSONNEL

Related party transactions

All related party transactions have been entered intoon anarm’'s length basis.

The Authorityis a whollyowned entity of the Crown. The government significantly i nfluences the functions the Authority
undertakes andalso provides Crown funding to support the execution of those functions.

The Authority has been provided with funding fromthe Crown 0f$2,219,000 (2011: $2,261,000) for specific purposes as set out
in its founding legislationand the scope of the relevant government appropriations. The Aviation Security Service also received
$145,000 (2011: $145,000) fundingfor maritime security pre paredness, s pecifically focused on the Port of Auckland duringthe
financial year.

During the year, the Authority exercised its statutory obligations and levied Air New Zealand for Domestic and International
Passenger movements. Italso conducted safetyand regulatory audits on Air NewZealand. These transactions accounted for

revenue of $45,762,000 (2011: $52,063,000).

The Authority enters into transactions with government departments, state-owned enterprises and other Crown entities that
are related parties of the Authority solely by virtue of theircommon Crown ownership. The Authorityis required to payvarious
taxes and levies (such as Goods and Services Tax, Fringe Benefit Tax, Pay As You Earn tax, and Accident Compensation
Corporationlevies) to the Crownand entities related to the Crown. The payment ofthese taxesand levies, other thanincome
tax, is basedonthe standard terms and conditions that apply to alltaxand levy payers. The Authorityis exempt frompaying
income tax.

The Authority purchases goods and services fromentitiescontrolled, significantly influenced, or jointly controlled by the Crown.
Purchasesfrom these government-related entities for the year ended 30 June 2012 totalled $3,947,000 (2011: $2,616,000).
These purchases induded the purchase of services mainly from Crown Law Office, Airways Corporation, Air New Zealand, New
Zealand Postand New Zealand Debt Management Office.

The Authorityalsosold goods and services to entities controlled, significantly influenced, or jointly controlled by the Crown.
Sales to these government-related entities for the year ended 30 June 2012 totalled $1,011,000 (2011: $945,000). These Sales
included the sale ofgoods or services mainly to Airways Corporation, New Zealand Air Force, New Zealand Post and the

Ministry of Foreign Affairs.

The Authoritycanhave up to five members who are appointed for terms of up to three years, and who report to the Minister of
Transport.

The following transactions were carried out with related parties other than those described above:
All related party transactions have been enteredintoon anarm’s length basis. The aggregate value oftransactions and

outstandingbalances relating to key management personnel and entities over which they have control or significantinfluence
were as follows:

Transaction value year Balance outstanding year

ended 30 June ended 30 June
2012 2011 2012 2011
Transactions Ref $ $ $ $
Income
C Tosswill - Chief Operating Officer, Aviation Security (i) 26,000 - - -
P Griffiths - Authority member (i) 61 - - -
Expense
Revera Limited (iii) - 119,553 - -
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(i) Purchaseofsurplus vehicle

(ii) Purchase ofcommercial pilot's licence by the son of the Authority member

(iti) RBettle,anAuthoritymember until April 2011, is a Director of Revera Limited. The Authority paid Revera Limited for
business continuity servicesand systems storage. The fee paid wason normalcommercial terms at the usualrate for the
services provided.

No provisionhasbeen required, nor any expense recognised, forimpairment of receivablesfrom related parties (2011: $nil).

Key management personnel compensation

Actual Actual

2012 2011

$000 $000

Salariesand other short-term employee benefits 3,625 3,724
Post-employment benefits 591 92
Otherlong-term benefits - 21
Terminationbenefits 867 -
Total key management personnel compensation 5,083 3,837

Keymanagement personnel include Authority Members, the Director of Civil Aviationand hiseight member Exe cutive team,
and the General Manager of Aviation Securityand hiseight member Aviation Security Service Exe cutive Management team.

The Authoritydoes not provide remuneration or benefits to the Minister of Transport or the Associate Minister of Transport.

26 AUTHORITY MEMBER REMUNERATION

The total value of remuneration paid or payable to each Authoritymember duringthe year was:

Actual Actual

2012 2011

$000 $000

J Bartlett (appointedJune 2010) 24 23
RBettle (ex-Chairman - resigned 5th April 2011) - 38
N Gould (Chairman - appointed 6th April 2011) 50 12
P Griffiths (appointed June 2010) 28 27
SHughes (resigned July 2011) 2 24
G Lilly (appointed September 2011) 20 -
A Mazzoleni (appointedJune 2010) 24 23
Total Authority member remuneration 148 146

There have been no payments made to committee members appointed by the Authoritywho were not Authority members
during the financial year.

The Authority has effected Directors and Officers Liability and Professional Indemnity insurance cover for the financial year, in
respect of anyliability or costs it mayincur arising from the activities of Authority me mbers and employees.
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27 EMPLOYEE REMUNERATION

Total remuneration paid or payable

Actual Actual
2012 2011
Total remuneration paid or payable $000 $000
$100,000 - $109,999 32 32
$110,000 - $119,999 15 12
$120,000 - $129,999 8
$130,000 - $139,999 10 9
$140,000 - $149,999 9 13
$150,000 - $159,999 9 4
$160,000 - $169,999 8 5
$170,000 - $179,999 2 2
$180,000 - $189,999 1 1
$190,000 - $199,999 3 4
$200,000 - $209,999 1 2
$210,000 - $219,999 5 3
$220,000 - $229,999 2
$230,000 - $239,999 1 1
$240,000 - $249,999 -
$250,000 - $259,999 1
$260,000 - $269,999 -
$270,000 - $279,999 1
$280,000 - $289,999 -
$290,000 - $299,999 1
$300,000 - $309,999 - 1
$310,000 - $319,999 -
$320,000 - $329,999 -
$330,000 - $339,999 1
$340,000 - $349,999 -
$540,000 - $549,999 - 1
$650,000 - $659,999 1
Total number of employees 111 99

The former Director of Civil Aviation, resigned e ffective 5th April 2012. His remuneration forthe year, of $659,000, included
cashedupannualleave andretirement entitlements.

The GeneralManager, Aviation Security Services, remuneration included cashed up annual leave and retirement entitlements of
$180,000 and other employee benefits of $22,000 during the 2010/11 financial year.

During the yearended 30 June 2012, 18 (2011: 18) employeesand no Authority members (2011: nil) re ceived compensation and
otherbenefits inrelation to cessation totalling $1,369,000 (2011: $689,000 ). No Authority members received compensationor
otherbenefitsinrelation to cessation (2011: nil).
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28 EVENTS AFTER THE BALANCE SHEET DATE
There were nosignificant events after the balance sheet date.
29 CATEGORIES OF FINANCIAL ASSETS AND LIABILITIES

The carryingamounts of financialassets and liabilities in each ofthe NewZealand equivalents to International Accounting
Standards 39 categories are as follows:

Actual Actual
2012 2011
$000 $000
Financial assets
Loans and receivables
Cash andcash equivalents 19,436 37,175
Debtors and other receivables 8,180 9,100
Investments - term deposits 25,000 29,000
Total loans and receivables 52,616 75,275

Investments consist ofterm deposits with maturities ranging from 91 to 180 days with ANZ Bank Ltd, ASBBank Ltd, Westpac
New Zealand, and National Bank of NewZealand Ltd.

Financial liabilities
Financial liabilities measured at amortised cost

Creditors and other payables 3,844 5,059
Finance lease liabilities 2,306 3,836
Advances from the Crown 3,740 4,141
Total financial liabilities measured at amortised cost 9,890 13,036

Fair value through profitand loss
Derivative financialinstrument liabilities - 23

Fairvalue hierarchy disclosures

Derivative financialinstrument assets and liabilities recognised at fair value in the Statement of Financial Position have been
determinedaccording to level 2 valuation techniques - observable inputs.

30 FINANCIAL INSTRUMENT RISKS

The Authority's activitiesexpose it to a variety of financialinstrument risks, including market risk, credit riskand liquidity risk.
The Authority has aset of policies in place to manage the risks associated with financial instruments and it seeks to minimise its
exposure to finandal instrument risk.

These policies do not allow the Authority to enterinto any transactions that are speculative in nature.

There have been nochanges from the previous reportingperiod in either the types offinancial instrument held, the type ofrisk
exposure, or the wayinwhich these financial instrument risks are managed.
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Market Risk

Price risk

Price riskis the risk that fair value or future cash flows of a financial instrument will fluctuate because of changes in market
pricessuchasinterestrates, foreign exchange rates and other market factors.

Interest rate risk

The Authorityis exposedto interest rate riskonits balances of cash and cash equivalents. The Authority minimisesits exposure
to interestrate riskexposure to interest rate riskbyinvestingsurplus liquid funds at short-termfixed interest rates and limiting
its floatingrate deposit balances to daily fundingrequirements.

As the Authority's short-term deposits are invested at fixed interest rates, any change ininterest rates prior to de posit maturity
has noimpact on netsurplus/(deficit). As these financial assets are carried at amortised cost, rather thanat fair value, there is
no directimpact onequity from anychangeininterest rates.

Currency risk

The Authority purchases some goods and services from overseasthat require it to enterinto transactions denominatedin
foreigncurrencies. Exposure to currencyrisk arisesas aresult ofthese activities. Itis the Authority's policy to manage foreign
currencyrisks arising fromcontractual commitments and liabilitiesby entering into foreign exchange forward contract
derivatives to mitigate the foreign currency risk exposure.

As the Authority has no significant foreign currency monetary items at the balance sheet date, the effect on net surplus/(deficit)
ofanychangesinforeign exchange ratesis limited to the impact on the fair value of foreign currency forward contract
derivatives andis not considered to be material. The Authority has no designated hedging instruments or foreign currency
translationreserves, therefore there is no directimpact on equity from changes in foreign currency exchange rates.

Credit risk

Creditriskistheriskthata counterparty will default on its contractual obligations resulting in a financial lossto the Authority.
The Authorityis exposedto credit risk onits balances ofcashand cash equivalents, debtors and other receivables, and
derivative contracts enteredinto. The Authority manages its exposure by placingallcashand cashequivalents and derivative
contracts with New Zealand registered banks having high quality credit ratings and by managing debtors and other receivables
in accordance with the Authority's credit management policy.

The Authority holds no collateral or other credit enhancements for financial instruments that give rise to credit risk.

Concentrations of credit risk

2012 2012 2011 2011
$000 concentration $000 concentration
% %

Loans & receivables
New Zealand registered banks 44,436 84.5% 66,175 87.9%
New Zealand airports 57 0.1% 2 0.0%
Domestic and International passengerairlines 6,496 12.3% 8,354 11.1%
Other 1,627 3.1% 744 1.0%
Total 52,616 100.0% 75,275 100.0%

Surplus funds are invested with registered banks and organisations with AArating.
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Liquidity risk

Liquidityrisk is the risk that the Authority will e ncounter difficultyin meetingits payment obligations for commitments as they
falldue. The Authority managesits liquidity risk by maintaining sufficient cash deposits in accordance with the levels setunder
its approved liquidity maintenance policy.

Contractual maturity analysis of financial liabilities, excluding derivatives

The table belowanalysesthe present value ofcontractual undiscounted cash flows for the Authority's financial liabilitiesinto
relevant maturity groupings based onthe remaining period fromthe balance sheet date to the contractual maturity date.

Between
Carrying Contractual Less than 6 months  Later than 1
amount cash flows 6 months & 1year year
$000 $000 $000 $000 $000

2012
Creditors and other payables (Note 17) 3,844 3,844 3,844 - -
Borrowings (Note 20) 6,046 6,654 1,168 1,165 4,321
Derivative financial instruments - - - - -
Total contractual undiscounted cash flows 9,890 10,498 5,012 1,165 4,321
2011
Creditors and other payables (Note 17) 5,059 5,059 5,059 - -
Borrowings (Note 20) 7,977 8,973 1,204 1,202 6,567
Derivative financial instruments 23 23 23 - -
Total contractual undiscounted cash flows 13,059 14,055 6,286 1,202 6,567

Sensitivity Analysis

At yearend,a movementofone percentage pointininterest rates would affect the Authority's surplus and e quity by $444,000
(2011: $662,000).

31 CAPITAL MANAGEMENT

The Authority's capital is its e quity, whichcomprises the Crown's capital contributions, accumulated surplus and other reserves.
Equityis represented by netassets. The Authorityis subject to the financial management and accountability provisions ofthe
Crown Entities Act 2004, the Public Finance Act 1989, and the Civil Aviation Act 1990, which impose restrictions in relation to
borrowings, the acquisition of securities, the issue of guarantees andindemnities, and the use of derivatives.

The Authority manages its equity by prudently managing reve nues, expenses, assets, liabilities, and investments in accordance
with its written policies and the requirements of the Acts to ensure that the Authority effectively achieves its objectives and
purpose, whilst remaining a going concern.
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32 AVIATION SECURITY SPECIFIC RESERVES

The following reserves accounts provide additional financial information on the regulated passenger security charges collected
bythe Authority:

International Domestic
Passenger  Passenger Other Fees /
Security Security Charges

Charges Charges

Actual 2012 Budget 2012  Actual 2011

2012 $000 $000 $000 $000 $000 $000
Revenue 33,203 18,141 3,168 54,512 56,710 65,672
Expenditure (50,343) (21,832) (3,305) (75,480) (74,981) (71,231)
Netsurplus / (deficit) (17,140) (3,691) (137) (20,968) (18,271) (5,559)
Opening balance at 1July 34,582 9,373 (811) 43,144 43,681 48,703
Closing balance at 30 June 17,442 5,682 (948) 22,176 25,410 43,144
2011
Revenue 40,725 21,267 3,680 65,672 66,034 82,360
Expenditure (46,041) (21,808) (3,382) (71,231) (76,378) (67,316)
Netsurplus / (deficit) (5,316) (541) 298 (5,559) (10,344) 15,044
Opening balance at1July 39,898 9,914 (1,109) 48,703 46,116 33,659
Closing balance at 30 June 34,582 9,373 (811) 43,144 35,772 48,703

33 EXPLANATION OF MAJOR VARIANCES AGAINST BUDGET

Explanations for major variances from the Authority’s budgeted figures in the Statement of Intentare providedinthe
paragraphs below.

STATEMENT OF COMPREHENSIVE INCOME

Income

Income forthe yearended 30 June 2012 of $86.9 million waslower thanthe budget of $89.7 millionby $2.8 million (3%). The
significantvariancesare as follows:

Levies revenue

Regulatory levy revenue from departing domestic andinternational passengers of $22.5 million wasbroadlyinline withbudget
of $23.1 million. As a reflection of generaleconomic conditions, domestic passenger volumes were weaker than budget by
$655,000 (3%), while international passenger volumeswere largely consistent with budget expectations.

Revenue from passenger security charges and other services

Revenue from passenger security charges and other revenue of $57.9 million was lower than the budget of $60.5 million by $2.6
million (4%).

This revenueis primarily driven from passenger security charge revenue levied onairlines, based on departingdomesticand
international passengers that totalled $51.3 million for the 2011/12 financialyear. While revenue from international passenger
volumes was marginally belowbudget ($0.1 million), domestic passenger reve nue of $18.1 million was lower thanthe budget of
$19.4 millionby $1.3million (7%). Thisis consistent with levy revenue above.
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The remaining adverse variance is from aviation regulatory and safety services arising from lower chargeable activity than
planned for regulatory services ($0.5 million) and lower contracted aviation security services reve nue ($0.7 million).

Expenditure

Expenditure for the yearended 30 June 2012 of $112.8 million waslower thanthe budget of $113.8 millionby $1.0 million (1%).
The significant variances are as follows:

Personnel costs

Personnel costs of $83.4 million were higher thanthe budget of $81.3 million by $2.1 million (2.6%). These costs were lowerin
the Civil Aviation Authority ($0.2 million). Personnel costs were higherinthe Aviation Security Service ($2.3 million) due to the
need to transition from full-time to part-time staff to improve operational efficiency, additional costs associated with the Rugby
World Cup and anadditional personnel related liability due to an adverse one-off actuarial valuation adjustment.

Other cost of services

Othercostofservicesof $22.8 million was lower than the budget of $25.5 million by $2.7 million. This was fromlowercostsin
the Civil Aviation Authority and Aviation Security Service of $2.0 million and $0.7 million respectively.

The lower costs for the Civil Aviation Authority ($2.0 million) are primarily due to lesser expenditure in projects under the
Authority’s change programme. These projects either did not proceed, are being resourced through the investmentinincreased
capabilityin the business, or have beenreassessed and deferred until 2012/13.

Aviation Security Service’s lower costs are due primarily to lower buildingand office costs from lower than anticipated rent
increasesand operatingcosts.

There were nosignificantvariances in either the Statement ofFinancial Position or Statement of Cash Flows other thanwhatis
explainedabove.
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ADDITIONAL FINANCIAL INFORMATION

The following additional financial information provides segmental re porting that discloses the two industry segments operated within the Authority. These relate to the

operations ofthe Civil Aviation Authority and Aviation Se curity Service.

STATEMENT
Group
2011

Actual
$000

22,167
69,355
2,406
1,934
3,466

99,328

77,848
5,841
2,316

687

20,067

106,759

(7,431)

(44)

(7,475)

OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 30 JUNE 2012

Income

Levies revenue

Revenue from passenger security charges and other services
Crown funding revenue

Ministry contract revenue

Otherincome

Total income

Expenditure

Personnel costs

Depreciation and amortisation expense
Capital charge

Finance costs

Other cost of services

Total expenses

NET SURPLUS / (DEFICIT)

Other comprehensive Income:

Gain on revaluation of land and buildings

Total comprehensive income

Civil Aviation Authority

Aviation Safety Aviation Security Elimination Group
2012 2012 2012 2012 2012 2012 2012 2012
Actual Budget Actual Budget Actual Budget Actual Budget
$000 $000 $000 $000 $000 $000 $000 $000
22,450 23,135 - - - 22,450 23,135
3,766 4,192 54,164 56,308 (4) (15) 57,926 60,485
2,219 2,219 145 145 - - 2,364 2,364
1,493 1,418 212 258 - - 1,705 1,676
455 438 1,985 1,564 - - 2,440 2,002
30,383 31,402 56,506 58,275 (4) (15) 86,885 89,662
21,728 21,959 61,652 59,350 - - 83,380 81,309
1,102 1,137 4,899 5,663 - - 6,001 6,800
287 - 305 198 - - 592 198
12,195 14,159 10,618 11,335 (4) (15) 22,809 25,479
35,312 37,255 77,474 76,546 4 (15) 112,782 113,786
(4,929) (5,853) (20,968) (18,271) - - (25,897) (24,124)
(4,929) (5,853) (20,968) (18,271) - - (25,897) (24,124)
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2012

Group Aviation Safety Aviation Security Elimination Group
2011 2012 2012 2012 2012 2012 2012 2012
Actual Actual Budget Actual Budget Actual Actual Budget
$000 $000 $000 $000 $000 $000 $000 $000
Equity
Opening balance of equity at 1 July
34,255  General funds 14,605 14,309 12,986 13,797 - 27,591 28,106
790 Property, plantand equipment revaluation reserve 746 790 746 790
49,812 Passengersecurity charges reserve - - 43,955 43,681 43,955 43,681
84,857  Total opening balance of equity at 1 July 14,605 14,309 57,687 58,268 72,292 72,577
(7.431)  Netsurplus / (deficit) for the year (4,929) (5,853) (20,968) (18,271) (25,897) (24,124)
(7,500) Repayment of capital - - - - - -
2,410 Capital contributions - - 102 303 - 102 303
(44) Transferto property, plantand equipment revaluation reserve - - - - - - -
(12,565)  Total changes in equity during the year (4,929) (5,853) (20,866) (17,968) - (25,795) (23,821)
Closing balance of equity at 30 June
27,591  General funds 9,675 8,456 13,900 14,100 - 23,575 22,556
746  Property, plantand equipmentrevaluation reserve - - 746 790 - 746 790
43,955 Passengersecurity charges reserves - - 22,176 25,410 - 22,176 25,410
72,292 Total closing balance of equity at 30 June 9,675 8,456 36,822 40,300 - 46,497 48,756
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Statement of Financial Position as at 30 June 2012

Group

2011
Actual
$000

37,175
9,100
80

314
29,000

75,669

20,045
2,787
310

23,142

98,811

5,059
8,959
83
1,936
23

16,060

4,185
233
6,041

10,459

26,519

72,292

27,591
746
43,955

72,292

CURRENT ASSETS

Cash and cash equivalents
Debtors and other receivables
Inventories

Services Work in Progress

Investments - term deposits
TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Property, plantand equipment
Intangible assets

Investment property

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Creditors and other payables
Employee entitlements
Provisions

Borrowings

Derivative financial instruments
TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES

Employee entitlements
Provisions

Borrowings

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY
General funds
Property, plantand equipmentrevaluation reserve

Passenger security charges reserves

TOTAL EQUITY

Civil Aviation

Aviation Safety Aviation Security Elimination Group
2012 2012 2012 2012 2012 2012 2012 2012
Actual Budget Actual Budget Actual Budget Actual Budget
$000 $000 $000 $000 $000 $000 $000 $000
7,649 7,380 11,787 4,400 - - 19,436 11,780
3,685 2,748 6,258 5,627 (1,663) - 8,180 8,375
- - 31 105 - - 31 105
445 278 - - - - 445 278
- - 25,000 33,250 - - 25,000 33,250
11,679 10,406 43,076 43,382 (1,663) - 53,092 53,788
5,283 5,290 11,061 13,510 - - 16,344 18,800
944 1,545 1,635 1,208 - - 2,579 2,753
- - 330 - - - 330 -
6,227 6,835 13,026 14,718 - - 19,253 21,553
17,906 17,241 56,102 58,100 (1,663) - 72,345 75,341
1,853 3,384 3,654 2,909 (1,663) - 3,844 6,293
2,101 1,585 8,015 8,288 - - 10,116 9,873
83 - - - - - 83
400 - 1,689 1,585 - - 2,089 1,585
4,437 4,969 13,358 12,782 (1,663) - 16,132 17,751
383 476 5,072 4,069 - - 5,455 4,545
71 - 233 233 - - 304 233
3,340 3,340 617 716 - - 3,957 4,056
3,794 3,816 5,922 5,018 - - 9,716 8,834
8,231 8,785 19,280 17,800 (1,663) - 25,848 26,585
9,675 8,456 36,822 40,300 - - 46,497 48,756
9,675 8,456 13,900 14,100 - - 23,575 22,556
- - 746 790 - - 746 790
- - 22,176 25,410 - - 22,176 25,410
9,675 8,456 36,822 40,300 - - 46,497 48,756
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STATEMENT

Group

2011
Actual
$000

21,912
68,900
4,340
3,185
(73,718)
(25,174)
(452)
(2,316)
51

(3,272)

216
(14,250)
(8,297)
(1,199)

(23,530)

2,410

4,340
(7,500)
(1,646)
(2,396)

(29,198)
66,373

37,175

OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2012

Cash Flows from Operating Activities

Receipts from levies

Receipts from Passenger security charges and other services
Receipts from Crown funding and Ministry contracts
Interestreceived

Payments to employees

Payments to suppliers

Interest paid

Payments to capital charge to the Crown

Goods and Services Tax (net)

Net Cash Flows from Operating Activities

Cash Flows from Investing Activities

Maturity of investments
Sale of property, plant and equipment

Placement of investments
Purchase of property, plantand equipment
Purchase of intangible assets

Net Cash Flows from Investing Activities

Cash Flows from Financing Activates

Capital contributions

Capital Transfer

Proceeds from external borrowings

Repayment of capital

Repayment of external borrowings

Net Cash Flows from Financing Activities
Netincrease/(decrease) in cash and cash equivalents

Opening cash and cash equivalents at 1 July

CLOSING CASH AND CASH EQUIVALENTS AT 30 JUNE

Aviation Safety Aviation Security Elimination Group
2012 2012 2012 2012 2012 2012 2012
Actual Budget Actual Budget Actual Actual Budget
$000 $000 $000 $000 $000 $000 $000
21,516 26,593 - - 109 21,625 26,593
4,628 4,830 54,705 56,889 (4) 59,329 61,719
3,712 4,183 357 403 4,069 4,586
491 375 2,044 1,595 2,535 1,970
(20,289) (19,414) (57,774) (55,572) - (78,063) (74,986)
(13,538) (18,367) (12,347) (14,504) (105) (25,990) (32,871)
(273) - (198) (198) - (471) (198)
(9) (2,211) (100) (45) - (109) (2,256)
(3,762) (4,011) (13,313) (11,432) - (17,075) (15,443)
- - 4,000 10,500 - 4,000 10,500
4 - 339 53 - 343 53
(248) (862) (1,648) (3,028) - (1,896) (3,890)
(735) - (436) (247) (1,171) (247)
(979) (862) 2,255 7,278 - 1,276 6,416
- - 102 303 - 102 303
(400) (400) (1,642) (1,535) - (2,042) (1,935)
(400) (400) (1,540) (1,232) - (1,940) (1,632)
(5,141) (5,273) (12,598) (5,386) - (17,739) (10,659)
12,791 12,653 24,384 9,786 - 37,175 22,439
7,650 7,380 11,786 4,400 19,436 11,780

The Goods and ServicesTax (net)component of net cash flows from operating activities comprises the net Goods and Services Tax paid and received. This componenthasbeen

presented ona netbasis as the cash flows reflect amounts collected and returned on behalf of the Inland Revenue Department

Civil Aviation Authority
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PART D:

APPENDICES
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APPENDIX1: ORGANISATIONAL STRUCTURE

As at30June 2012

The Civil Aviation Authority's: PARLIAMENT
Auditor — Audit New Zealand on behalf of the Auditor General;
Solicitors — Crown Law Office;

Bankers — Westpac Banking Corporation; and

Insurance Brokers — Marsh Limited.

MINISTER OF TRANSPORT

Hon Gerry Brownlee

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, MINISTRY OF TRANSPORT

r (monitoring department)

CIVIL AVIATION AUTHORITY OF NEW

ZEALAND
CIVIL AVIATION AUTHORITY (the “Board’ or “Authority”)
OF NEW ZEALAND ) .
Nigel Gould — Chairman

Te Man e e " Peter Griffiths — Deputy Chairman
Anita Mazzoleni — Member
John Bartlett — Member
Grant Lilly — Member
Chief Executive Officer
and
Director of Civil Aviation
Graeme Harris

General Manager General Manager
General Manager || General Manager [| ®¢"6/3 Manager ; Y ' anadSll |General Manager|
Air General Aviation Policy and Chief Legal Organisational Corporate
Transport i Infrastructure and System Counsel Development and .
p Personnel Interventions Strategy
Flight Operations; Fixed Wing; Personnel & Flight Intelligence, Safety Legal Services People and Finance; Christchurch; Auckland; Management Support;
Airline Maintenance; Rotary Wing; Training; and Risk Analysis; Capability; Facilities, Queenstown; Hamilton; and Security Performance;
and Adventure and Aeronautical Policy and Quality, Assurance Procurement and Dunedin; Rotorua Quality Policies,
Aircraft Certification. Recreation; and Services; Regulatory Strategy; and Risk; ini ion; and i and Procedures and
Unmanned Aviation Aviation Security; Standards Business it Systems;
Systems and Development; Performance and Information Systems; North Security Technologies;
Health and Safety. Regulatory Reporting; and EDD National
Investigations; Corporate Standards; and
Safety Investigations; Communications Intelligence
and
Safety Promotion Services and capability shared between regulatory and security

service delivery

[ New Organisation Structure with effect from 30 April 2012 ] [ New Organisation Structure with effect from 4 2012
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APPENDIX 2: GOVERNANCE AND ACCOUNTABILITY

The Minister of Transport is responsible to Parliament for overseeing and managing the Crown’s interests inthe
Civil Aviation Authority of New Zealand. The Minister expects the Authority to set the direction of the entity,
achieve the government’s desired results set outin the Civil Aviation Act 1990, other legislation and policy, and
manage anycivil aviation safety and security risks on behalfof the Crown.

Members actinaccordance with applicable statutory re quire ments (for example, the Civil Aviation Act 1990, the
Crown Entities Act 2004), and intheinterests ofthe role and functions ofaviation safety and aviation security.

AUTHORITY RESPONSIBILITIES

The Authority, the Director of Civil Aviation, and the General Manager of Aviation Security Service have statutory
functionsinthe civil aviation system. The Director and the General Manager are accountable in the exercise of their
functions by the Authority to the extent permissible under the Civil Aviation Act 1990, the Crown Entities Act 2004.
The Authorityis accountable to the Minister of Transport for the efficient and effective performance ofits
functions. The Authority clearly demonstrates its role by e nsuring that the delegation of responsibility and authority
to the Director of Civil Aviation and the General Manager of Aviation Security Service (Part 140, aviation security
organisation, aviation document holder)is concise and complete.

In addition, under the Civil Aviation Act 1990, the Director of Civil Aviationis required to exercise independent
judgementin relation to granting, suspending or revoking of aviation documents.

The Authority performs six functions that direct the operations ofthe Civil Aviation Authority to achieve its
outcome. These are:

Influencing and contributing to safetyand securityinthe aviationsector;
Settingthe direction ofthe Civil Aviation Authority;

Settingplans andtargets for servicesand financial performance;

Reviewing the Civil Aviation Authority’s performance against plans and targets;
Providing quality assurance of key operational policies, systems and processes; and
Makingsignificant planning,investment and funding decisions.

The planning, investment and funding decisions reserved for the Authority include:

Approvingannual budgets;

Makingsignificant funding decisions and contract awards;

Authorisingchanges to the organisational structure; and

Reviewing the performance and remuneration ofthe Chief Executive, and the General Manager Aviation
Security.

The Authority defines the individual and collective responsibilities ofthe Authority committee management,
operatingstructure and lines of responsibilityand what each has authority for. Operational responsibilityis
delegated to the Chief Executive byway of a formal delegated authority framework. Day-to-day operations are
managed by senior managers led by the ChiefExecutive.

AUTHORITY MEMBERSHIP AND COMPOSITION

The Minister of Transport appoints five independent non-executive members to the Civil Aviation Authority. The
Authorityselects the membership ofits committees.

AUTHORITY COMMITTEES
The Authority has three committees: Audit Finance and Risk Committee; Remuneration and Performance

Committee; and a Change Steering Committee.
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While the Authority committeeshave no delegated a uthority, theyassist the Authority to; provide assurance that
policies and controls are complied with, monitor and advise on delegated inve stment decisions, monitor
operational procedures and projects and appointand annually, reviewthe performance of the Chief
Executive/Director and the General Manager Aviation Security Service.

INTERNAL AUDIT

The overall responsibility for maintaining effective systems of organisational control re mains with the Authority.
The Authority requires the Chief Executive to establish, maintain and monitor internalcontrol to provide assurance
thatspecific objectives of the Authority will be achieved. The Authority contracts PricewaterhouseCoopers to carry
outits Internal Audit function that monitors internal controls.

RISK MANAGEMENT

The Authorityacceptsitis responsible for the management of organisational risks, and requiresthe ChiefExecutive
of the Civil Aviation Authority to establish and operate a Risk Management Programme. The Authority has a risk
management process whereby the likelihood and consequence of strategic and operational risks are regularly
assessed, mitigations are reviewed and the level of residualrisk reappraised.

LEGISLATIVE COMPLIANCE AND ETHICS

The Civil Aviation Authority is guided by its Codesof Conduct and the State Services Commissioner’s Standards of
Integrityand Conduct. Authority members are required to complete a dedaration ofinterests eachyear. The
processisindependentlyaudited annually. An updated schedule of Authority members’interests is tabled and
reviewedat the opening of every Authority meeting.

The Authority ensures that the Civil Aviation Authority complies with all legislation. The Authority has delegated
responsibility to the ChiefExecutive of the Civil Aviation Authority for the development and operation of a
programme to systematically i dentify compliance issuesand ensure that members ofthe staff are aware of
legislative requirements that are particularly relevant to them.

STANDARD FOR QUALITY MANAGEMENT

International Standards Organisation certification represents aninternationally recognised standard for quality
management. The Authority has a policy of maintaining its management system certification to the 1SO 9001:2000
standard, andits successors. This assures that the highest possible standard is reached atall times. The Civil
Aviation Authority is audited under this process.

ENGAGEMENTWITH STAKEHOLDERS

The Authority acknowledges its responsibility to actively engage with stakeholders and in particular to remain
cognizant of the expectations of the Minister, the Government and the New Zealand public.

AUTHORITY MEMBER REMUNERATION

The rates of remuneration for Authority members are set by the Minister of Transport, in accordance with
governmentrates for directors’ fees.
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APPENDIX 3: OPERATING ENVIRONMENT

SECTOR PROFILE

NEW ZEALAND

Organisations Individuals

1 Australian AOC with ANZA privileges
63 Part 109 regulated air cargo agent
20 Part 12145 adventure aviation
operator

181 Part 119air operator

27 Part 129 foreignair operator

99 Part 137 agricultural aircraft operator
26 Part 139 aerodrome certification

1 Part 140aviation security

57 Part 141 training

67 Part 145 maintenance

15 Part 146 design

23 Part 148 manufacturing

8 Part 149recreation

2 Part 171 telecommunicationservice
1Part 172air trafficservice

3 Part 173instrument flight procedure
2 Part 174 meteorological service
1Part 175informationservice

60 Part 19F supply organisation

57 Part 92 dangerous goods packaging
9 Synthetictraining device (aiflines)

33 Synthetic training device (general
aviation)

TOTAL =756

CTIVEAVIATION

2,576 Part 66 Aircraft Maintenance
Engineer

158 Part 66 Certificate of Inspection
Authorisation

263 Part 66 Certificate of Maintenance
Approval

23,787 Pilot licences (4,021 with active
class 1 medical and 6,355 with active
class2 medical; ATPL aeroplane 3,392

where 1,134 with active class 1 and 868
with class 2)

944 air trafficservices licences (586 with
active class 3medical)

15,461 others (i.e. 53 design designation
holders, 79 Part 63flight engineer
licenceetc.)

TOTAL=43,189

OCUMENT HOLDERS ASAT 30 JUNE 2012

Aircraft

1,977 aeroplane

797 microlight class 2

216 microlight class 1

297 glider

35 paraglider

285 amateur built aeroplane
174 parachute

39 gyroplane

72 balloon

47 power glider

5 amateur built glider

776 helicopter

13 hangglider

22 amateur built helicopter
TOTAL=4,755

In 2011/12, there were 252,658 total flights in New Zealand; of these 192,248 were domestic flights (or 1,716 one

wayflights perweek); and 60,410 were international flights (or 539 one way flights per week).

2

‘ Rules Part 115, Adventure aviation— certification and operations - came into effect on 10 November 2011. An adventure aviation operation
involves carrying passengers for hire or reward, where the purpose of the operation is for the passenger’s recreational experience of participating in
the flight or engaging in the aerial operation. This includes operations of hot air balloons, parachute drop, tandem parachute, glider, hang glider and
paraglider, special category aircraft and microlight aircraft.
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AVIATION SAFETY

The following table compares NewZealand’s civil aviation safety with Oceania and the rest of the world.

Aviation accidents, limited to commercial air transport aircraft above 2,250 kg*

Flight Accident Rate
Accidents Fatalities Fg . Departures (million
ST (000) departures)

2011

World 126 414 16 30,053 4.2
Oceania 4 55 2 855 4.7
New Zealand 1 0 0 221 4.5
2010

World 121 707 19 29,023 4.2
Oceania 6 0 0 869 6.9
New Zealand* 4 0 0 222 18.0
2009

World 113 670 13 27,870 4.1
Oceania 3 0 0 848 3.5
New Zealand 1 0 0 225 4.4

*2011: 343 aircraft on the register (2012: 336;2010: 327)
**2010: (1) 21Jun/BK117/Raglan NZ/ aerial work/accident; (2) 010ct/A320/NZ/en route to BNE/incident; (3) 21Jun/BK117/Helipro/aerial
work/accident; (4) 05Jun/AS350B2/Milford Helicopters/ general aviation/accident; 02Feb/1900/Timaru/scheduled revenue ops/accident

Source: https://portal.icao.int/ISTARS

MEASURE: FLIGHT PHASE AND RISK CATEGORY OF NEW ZEALAND AVIATION ACCIDENTS

The following table illustrates the flight phase andrisk category of New Zealand aviation accidents from 2009 to
2012.

New Zealand aviation accidents by flight phase and risk category,
limited to commercial air transport on aircraft above 2,250 kg*

2009 2010**

FLIGHT PHASE

Taxi (TXI) 0 1 0 0 1
Take-off (TOF) 1 1 0 0 2
Landing (LDG) 0 2 1 3 6
Total 1 4 1 3 9
RISK CATEGORY

RSE (runway safety events) 0 3 0 1 4
iurematndion : : : 0 3
Total 1 4 1 1 7

*2011: 343 aircraft on the register (2012: 336;2010:327;2011: 314)
**2010: (1) 21Jun/BK117/Raglan NZ/ aerial work/accident; (2) 010ct/A320/NZ/en route to BNE/incident; (3) 21Jun/BK117/Helipro/aerial
work/accident; (4) 05Jun/AS350B2/Milford Helicopters/ general aviation/accident; 02Feb/1900/Timaru/scheduled revenue ops/accident

Source: https://portal.icao.int/ISTARS
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COMPLIANCEWITH INTERNATIONAL CIVIL AVIATION ORGANIZATION STANDARDS AND
RECOMMENDED PRACTICES

MEASURE: LEVEL OF EFFECTIVE IMPLEMENTATION

The chartbelow comparesNew Zealand’s aviation safety oversight with Organisation for Economic Co-operation
and Development countriesby critical element.

COMPARATIVE USOAP'S LEVEL OF EFFECTIVE IMPLMENTATION (LEI) RATINGS BY CRITICAL ELEMENTS
NEW ZEALAND AND OECD COUNTRIES, AS AT 30 JUNE 2012

LEI Rating
(10 highest,
1 lowest)

Critical elements 1 to 8
o —

1 2 3 4 5 6 7 8
= South Korea 10 10 10 10 10 10 10 10
= Canada 10 E) 10 E) 9 E) 10 9
-USA 10 9 9 9 9 10 9 10
= Australia 10 7 E) 5 9 E) E) 9
= New Zealand a8 a8 a8 a8 a o o a
=OECD o 8 8 Lo 8 o 8 8

Critical elements: 1-Primary aviation legislation, 2-Specific operating regulations, 3- Civil aviation system and safety oversight
functions, 4-Qualification and training of technical personnel, 5-Procedures and technical guidance, 6-Licensing and certification
obligations, 7-Surveillance obligations,and 8-Resolution of safety concerns. (Source: International Civil Aviation Organization)

The chartbelow comparesNew Zealand’s Le vel of Effective Implementation with other selected State authorities,
bycritical element.

LEVEL OF EFFECTIVE IMPLEMENTATION BY AREA

11.0
100
9.0
L
E
| 80
7.0
6.0
5.0
4.0
=NZ 8.9 10.0 9.9 8.8 9.0 6.9 7.7 8.1
=AU 8.2 10.0 8.3 7.2 7.6 9.7 8.2 EX
=CA 93 94 97 8.9 97 9.2 9.6 99
=SG 100 10.0 97 10.0 9.9 9.7 9.9 9.9
= KR 10.0 10.0 98 10.0 9.8 9.7 9.9 9.9
=US 7.9 10.0 9.2 95 9.7 8.3 8.4 96
UK 9.0 8.7 9.5 8.7 9.7 8.4 9.6 9.9

Measurement Areas: LEG - Primary aviation legislation and civil aviation regulations, ORG - Civil aviation organization, PEL-
Personnel licensing and training, OPS - Aircraft operations, AIR - Airworthiness of aircraft, AlG - Air navigation services, ANS -
Aerodromes, AGA - Aircraft accident andincident investigation. (Source: International Civil Aviation Organization)
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APPENDIX 4: RULES DEVELOPMENT PROGRAMME

Underthe Rule Development Services Agreement with the Ministry of Transport, the Civil Aviation Authorityis
responsible for delivery of the draft final rule package. The Ministry of Transportis responsible for progressing this
through government processesto secure the Minister’s signature. Anumber of strategiesare being employedto speed
up the process ofrules development. The Civil Aviation Authorityis fully engaging in the Ministry of Transport process, as
this is considered to offer the greatest opportunity to consolidate | ow value steps and eliminate redundanciesin the rule—

making process.

Steady and positive
STATUS |lprogress—on track

Minor delay/issues identified

— should be delivered by
agreement period

Major impediments —
delivery unlikely within

agreement period

Project removed
from programme

Project Title

Latest milestone
achievement

Progress status and comment

Next milestone/
Expected Delivery Date

Part | Training Draft FinalRule sent to Regulatory Impact Statement Ministerto sign rule
121 Requirements Ministry of Transport, reviewedand accepted by the
May 2011 Ministry of Transport. Cabinet paper
approvedandpresented tothe EGI
CabinetCommittee on 25July 2012.
International Civil Draft Notice of Work is progressingondevelopment | Draftfinal rule—date yet to
Aviation ProposedRule Making of a Regulatory Impact Statement. be determinedwith the
Organization and draft Regulatory Some project delayhas resulted from Ministry of Transport
Equipment Impact Statement the level of technical complexity of
Compliance forwarded toMinistry the rule. Working with Ministry of
of Transport, 24 Transportto gain approval to publish
November 2010. the Notice of Proposed Rule Making.
Part Pilot Licences and Development of a Regulatory Impact | Draft Notice of Proposed
61 Ratings Stage 2 Statementwill be deliveredin late Rule Making-newdate yet
July. to be detemined with the
Ministry of Transport
Part | Training Draft Notice of Regulatory Impact Statementhas Draft final rule—new date
125 Requirements ProposedRule Making been redeveloped and submitted to yet to be determined with
—March 2011 the Ministry of Transport. Working the Ministry of Transport
with the Ministry to gain approval to
publishthe Notice of Proposed Rule
Making.
Security Review Draft FinalRule The Draft Final rule was delivered in Ministerto sign rule—
delivered —June 2012 June 2012. estimated in-force date
December 2012
Part | Review of Notice of Proposed The Notice of Proposed Rulemaking Draft final rule - new date
139 Aerodrome Rule Making —May has beenpublished. The consultation | yetto be determined with
Requirements 2011 period closedon 29 June 2012. the Ministry of Transport
Working on summary of public
submissions.
International Civil Draft Notice of Project focus has shifted to Draft final rule—new date
Aviation ProposedRule Making development of anoverarching policy | yetto be determined with
Organization Safety | — November 2010 on risk-based regulation. This policy the Ministry of Transport
Management will be consultedand will be used to
Systems— Group 1 develop arisk-based regulation
Regulatory Impact Statement.
Development of the associated
advisorycircular isinthe draft final
stage.
International Civil Projectisstillin planning,and Draft Notice of Proposed
Aviation dependent uponthe outcome of Rule Making—newdate yet
Organization Safety Project Group policywork. to be detemmined with the
Management Ministry of Transport
Systems Group 2
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Rule Proiect Title Latest milestone Proaress status and comment Next milestone/
\[o} ! achievement 9 Expected Delivery Date

Part | Agricultural The draft final rule The Regulatory Impact Statement The Authority will consider
137 | Operations package was concluded there was no justification | other non-rule-based safety
forwarded to Ministry for the change to the Rule part to interventions based on
of Transport inMarch proceed. better risk profiling and
2011. including anamendment to

Rule Part61,andduring the
implementation of the Safety
ManagementSystemrule.
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APPENDIX 5: SAFETY DATA

OUTCOME MEASURES

ACCIDENT RATES: PERFORMANCE ACHIEVEMENT 2011/12

NUMBER OF CIVIL AVIATION ACCIDENT FATALITIES AND SERIOUS INJURIES

| 2010/11 | 2011/12

Aviation Safety Target Groups | SEEE

. " . L. Serious
Accidents | Fatalities Injuries Accidents Fatalltles‘ injuries

Public air transport
1. Airline operations— large aeroplanes 0 0 0 0 0 0
2. Airline operations— medium aeroplanes 0 0 0 0 0 0
3. Airline operations— small aeroplanes 0 0 0 0 0 0
4. Airline operations— helicopters 0 0 0 0 0 1
5. Adventure aviation transport operations 0 0 4 1 1 3
Other commercial operations
6. Other commercial Operations— aeroplane 2 1 3 0 0 0
7. Other commercial Operations— helicopter 2 4 1 2 3 1
8. Agricultural operations — aeroplanes 0 0 0 0 0 0
9. Agricultural operations — helicopters 0 0 0 1 1 0
10. Agricultural operations — sport aircraft 0 0 0 0 0 0
Non-commercial operations
11. Private operations — aeroplanes 0 0 0 1 1 5
12. Private operations— helicopters 3
13. Private operations— sport aircraft 5 5
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MEASURE: SOCIAL COST OF AVIATION PER UNIT OF PASSENGER EXPOSURE

SOCIAL COST PER SEAT HOUR BY AVIATION SAFETY GROUP ($)

| For the 3 yearsended 30 June 2011/14 % above

Aviation Safety Target Groups R or below
2006 2007 | 2008 2009 | 2010 2011 | 2 QIOERS target

Public air transport

1. Airline operations— large aeroplanes 0.11 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.0%

2. Airline operations —medium 531| 487 030| 000| 002| 002| 002 0.02 0.0%
aeroplanes

3. Airline operations— small aeroplanes 57.47 | 45.97 0.03 0.41 2.44 2.40 2.26 2.34 -3.4%

4. Airline operations— helicopters 323| 293| 000| 559| 961 1060| 5.30 650 | -18.5%

5. Adventure Aviation transportoperations | 16.26 | 21.02 | 14.96 | 68.43 | 61.06 | 6547 | 15659 13.0 | +1105%

Other commercial operations

6. Other commercial Operations — 57.72 | 36.49 | 46.24 | 25.85 | 26.26 | 58.81 | 58.33 650 | +797%
aeroplane

7. Other commerdial Operations— 416 | 3238 | 74.05| 6553 | 38.23 | 59.82 | 98.72 6.50 | +1419%
helicopter

8. Agricultural operations — aeroplanes | 16956 | 11211 | 11841 | 77.41 | 10450 | 53.31 | 12.46 14.00 11%

9. Agricultural operations — helicopters 18.89 | 18.98 | 20.99 | 23.15 9.02 7.22 | 2231 8.56 +161%

10. Agricultural operations — sport aircraft 28.00 N/A

Non-commercial operations

11. Private operations— aeroplanes 18254 | 86.41 | 84.19 | 50.30 | 52.85 | 59.12 | 99.73 10.00 | +897%

12. Private operations— helicopters 39994 | 19108 | 16933 | 36.42 | 41.05| 96.33 | 77.96 10.00 | +680%

13. Private operations— sport aircraft 11258 | 95.96 | 10111 | 10096 | 10014 | 91.39 | 10578 | 20.00 | +429%

Social cost per unit of person exposure is defined as an economic measure of the cost of aviation to the nation. It assigns values to any deaths, rehabilitation costs
from injuries, cost of property damaged or lost, and other specific external costs. The gross social cost calculated is pro-rated over the volume of aviation activity in
any specified sector of the aviation community. The volume of aviation activity, the unit of person exposure, is per seat flying hour. For target groups that are not
predominantly passenger carrying, asurrogate of 500 kg of aircraft weight assessed as being the equivalent of an occupied seat. For sport groups, calculation of
social cost is based on CIVIL AVIATION AUTHORITY estimates of aviation activity.
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MEASURE: RATE OF AIRCRAFT ACCIDENTS PER 100,000 FLYING HOURS

I

Aviation Safety Target Groups

Public air transport

Fol

2008

RATE OF AIRCRAFT ACCIDENTS PER 100,000 FLYING HOURS

e years ended 30 June

2009

2010

2011

ral

against
target

2011/1
4
Targets

1. Airline operations — large aeroplanes 011 0.00 0.00 0.11| 0.32 0.62 052 | +63% 0.32
2. Airline operations— medium aeroplanes 1.51 1.50 1.02 0.52 1.11 1.70 2.23 | +101% 111
3. Airline operations— small aeroplanes 3.55 3.70 2.83 3.75 5.18 5.21 3.51 -32% 5.18
4. Airline operations — helicopters 2.58 1.47 1.46 2.58 5.16 5.20 4.01 -22% 5.16
5. Adventure aviation transport operations - - - - - - - - -
Other commercial operations
6. Other commercial Operations — 432 | 479| 586 | 507| 473| 426 386| -18%| 4.72

aeroplane
7. Other commercial Operations —

. 9.17 9.57 | 10.50 | 11.33 7.76 9.55 | 10.54 +47% 7.16

helicopter
8. Agricultural operations — aeroplanes 17.67 12.10 | 13.36 15.66 | 19.26 1590 | 11.58 -40% | 19.28
9. Agricultural operations — helicopters 12.18 10.99 9.36 9.55| 10.36 9.36 9.10 -12% | 10.32
10. Agricultural operations — sport aircraft - - - - - - - - -
Non-commercial operations
11. Private operations — aeroplanes 28.12 23.82 | 15.17 24.63 | 26.07 29.58 23.20 -11% 26.05
12. Private operations — helicopters 3596 | 3490 | 37.84 | 26.46 | 3299 | 34.80| 38.20 +16% | 33.02
13. Private operations— sport aircraft - - - - - - - -
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MEASURE: DISTRIBUTION OF RISK PROFILES FOR AVIATION DOCUMENT HOLDERS

MEASURE: AVERAGE DISTRIBUTION OF RISK PROFILES FOR AVIATION DOCUMENT HOLDERS (ASSESSED PARTICIPANTS)

Activity Type

2005
/06

2006
/07

2007
/08

2008
/09

2009
/10

2010
/11

Trend

Australia AOC with Australiaand NewZealand Aviation 6.4 4.1 .
Mutual Recognition Agreement Privileges

Australia AOC with Australiaand NewZealand Aviation 0.0 55 5.9 .
Mutual Recognition Agreement Part 108 Security

Part 108 Security Programme 7.5 8.0 7.5 8.4 7.5 8.0 -
Part 109 Regulated Air Cargo Agent 8.5 13.6 11.1 10.7 3
Part 119 AirOperator Certificate - Pacific 7.5 13.1 9.4 9.8 *
Part 121 AirOperatorLarge Aeroplanes 12.4 11.1 9.7 10.1 10.0 11.1 [
Part 125 Air Operator Medium Aeroplanes 235 175 145 151 16.1 15.0 l
Part 129 Foreign Air Transport Operator 9.4 13.3 10.7 7.2 8.9 8.6 l
Part 135 AirOperatorHelicopters and Small Aeroplanes 28.4 21.3 17.2 16.7 15.8 15.5 [
Part 137 Agricultural Aircraft Operator 33.3 25.9 18.6 16.3 16.2 14.9 [
Part 139 Aerodrome Operator 8.3 6.7 5.3 6.5 5.8 5.7 l
Part 140 Aviation Security Service Organisation 29.7 11.0 4.8 55 4.6 4.7 l
Part 141 Aviation Training Organisation 15.8 15.4 11.1 115 9.4 9.2 l_
Part 145 Maintenance Organisation 14.4 11.9 10.9 10.5 10.4 10.6 l_
Part 146 Aircraft Design Organisation 12.0 12.4 8.4 7.6 11.8 13.3 1
Part 148 Aircraft Manufacturing Organisation 13.0 13.1 11.1 10.5 11.2 10.0 'l
Part 149 Aviation Recreation Organisation 11.8 3.0 5.1 30.7 8.4 9.7

Part 171 Telecom Service Organisation 21.9 10.8 6.0 4.9 6.8 15.4 l
Part 172 AirTraffic Service Organisation 29.2 25.9 7.5 9.6 10.0 16.6 l
Part 173 InstrumentFlight Procedure 5.7 6.1 8.7 11.1 *
Part 174 Meteorological Service Organisation 16.3 30.2 7.0 10.1 10.3 10.3 l
Part 175 Aeronautical Info Service Organisation 25.1 34.4 6.1 8.0 12.1 15.5 l
Part 19F SupplyOrganisation 12.9 12.6 12.6 10.8 11.2 10.3 [
Part 61 PilotLicence (Aeroplane) Holder 2.6 0.0 82.6 2.7 2.9 *
Part 66 Aircraft Maintenance Engineer 2.6 18.2 *
Part 92 Dangerous Goods Pack Approval Holder 2.6 2.6 5.6 *

MEASURE: RATE OF SECURITY INCIDENTS

2006 2007

Public air transport

SECURITY INCIDENTS

*Insufficient data points

For the years ended 30 June

2008

2009

2010

2011 | 2012

%
against
target

2011/14
Targets

1. In-flight security incidents 100% Nil
2. Airside securityincidents 100% Nil
3. Airside incidents involving 0 0 0 0 0 3 0 100% Nil
dangerous goods
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OTHER SAFETY INFORMATION

MEASURE: NUMBER OF AIRCRAFT ACCIDENTS

MEASURE: NUMBER OF AIRCRAFT ACCIDENTS BY AVIATION SAFETY GROUP

Aviation Safety Target Groups 2005/06 | 2006/07 2007/08 2008/09 2009/10 | 2010/11 2011/12

Public air transport

1. Airline operations — large aeroplanes 0 0 0 2 2 3 1 l
2. Airline operations— medium aeroplanes 1 1 0 0 2 1 1 -
3. Airline operations— small aeroplanes 3 1 2 3 2 2 1 | ]
4. Airline operations— helicopters 2 0 1 4 4 1 2

5. Adventure aviation transport operations 4 9 0 11 13 9 8 I
Other commercial operations

6. Other commercial Operations— aeroplane 7 11 16 9 13 12 6 l
7. Other commercial Operations— helicopter 3 7 4 6 3 7 8

8. Agricultural operations — aeroplane 5 4 11 6 5 6 3 ]
9. Agriculturaloperations — helicopter 6 4 4 6 5 4 7

10. Agricultural operations— sportaircraft Data not available T
Non-commercial operations

11. Private operations— aeroplanes 7 10 4 18 10 5 9

12. Private operations— helicopters 9 6 8 3 10 6 2 1
13. Private operations— sport aircraft 36 39 38 46 54 52 38 l
Others 0 0 0 1 1 1 1 -

MEASURE: SOCIAL COST PER 100,000 FLIGHT HOURS

MEASURE: SOCIAL COST PER 100,000 FLIGHT HOURS ($)

Aviation Safety Target Groups 2005/06 | 2006/07 2007/08 | 2008/09 2009/10  2010/11 | 2011/12

Public air transport

1. Airline operations —large aeroplanes 0.01 0.01 0.13 0.03 0.00 0.00 0.02
2. Airline operations— medium aeroplanes 0.93 0.00 0.00 0.00 0.09 0.00 0.00 -
3. Airline operations— small aeroplanes 0.00 0.00 0.03 0.40 1.35 0.00 0.33
4. Airline operations — helicopters 0.00 0.00 0.00 4.02 2.43 0.55 0.64
5. Adventure aviation transport operations Insufficient data
Other commercial operations
6. Other commercial Operations — aeroplane 5.72 0.02 6.66 0.07 1.48 17.34 0.06 l
7. Othercommercial Operations — 009 | 1388 | 1967 | 135| 000| 3147| 2282 | ¥

helicopter
8. Agriculturaloperations —aeroplane 24.31 0.58 14.25 14.26 491 0.00 0.00 l
9. Agriculturaloperations — helicopter 1.24 7.95 3.21 2.15 0.00 1.97 8.21 1
10. Agriculturaloperations — sport aircraft Insufficient data
Non-commercial operations
11. Private operations — aeroplanes 17.31 16.92 0.04 3.46 19.57 0.50 22.60 t
12. Private operations— helicopters 128.33 3.51 4.19 19.10 8.22 55.05 0.00 l
13. Private operations— sport aircraft Insufficient data
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MEASURE: FATALITIES AND INJURIES PER 100,000 FLIGHT HOURS

MEASURE: NUMBER OF FATALITIES AND SERIOUS INJURIES PER 100,000 FLIGHT HOURS

Aviation Safety Target Groups 2005/06 | 2006/07 2007/08 | 2008/09 2009/10 2010711 | 2011/12

Public air transport

1. Airline operations— large aeroplanes 0.00 0.00 0.32 0.00 0.00 0.00 0.00 -
2. Airline operations — medium aeroplanes 0.00 0.00 0.00 0.00 0.00 0.00 0.00 -
3. Airline operations— small aeroplanes 0.00 0.00 0.00 0.00 2.30 0.00 0.00 -
4. Airline operations— helicopters 0.00 0.00 0.00 3.42 0.00 0.00 1.67

5. Adventure aviation transport operations Insufficient data

Other commercial operations

6. Other commercial Operations— aeroplane 141 0.00 2.78 0.00 0.36 5.71 0.00 (']
7. Other commercial Operations — helicopter 0.00 2.42 3.65 1.86 0.00 9.09 7.01 [1
8. Agricultural operations — aeroplane 6.24 0.00 4.16 3.09 2.97 0.00 0.00 [
9. Agricultural operations — helicopter 0.00 1.99 0.00 2.07 0.00 0.00 1.57

10. Agricultural operations — sport aircraft Insufficient data

Non-commercial operations

11. Private operations — aeroplanes 4.23 4.29 0.00 7.74 5.07 0.00 [ 22.78

12. Private operations — helicopters 40.10 0.00 0.00 4.78 0.00 | 28.86 0.00 3
13. Private operations— sport aircraft Insufficient data

# trend compares latestyear’s figure over previousyear’s, trend over all 7 points may be different

MEASURE: SOCIAL COST OF FATALITIES AND SERIOUS INJURIES

MEASURE: SOCIAL COST OF FATALITIES AND SERIOUS INJURIES ($MILLIONS)

Aviation Safety Target Groups 2005/06  2006/07  2007/08 | 2008/09 | 2009/10 | 2010/11 | 2011/12

Public air transport

1. Airline operations —large aeroplanes 0.00 0.00 0.39 0.00 0.00 0.00 0.00 -
2. Airline operations — medium aeroplanes 0.00 0.00 0.00 0.00 0.00 0.00 0.00 -
3. Airline operations — small aeroplanes 0.00 0.00 0.00 0.00 0.39 0.00 0.00 -
4. Airline operations— helicopters 0.00 0.00 0.00 0.77 0.00 0.00 0.39
5. Adventure aviation transport operations 1.54 2.70 0.00 20.37 1.54 1.54 41.72

Other commercial operations
6. Other commercial Operations— aeroplane 7.37 0.00 15.91 0.00 3.69 41.72 0.00 l
1

7. Other commercial Operations— helicopter 0.00 0.39 7.37 0.39 0.00 15.13 11.45

8. Agricultural operations — aeroplane 11.06 0.00 4.07 3.69 0.39 0.00 0.00
9. Agricultural operations — helicopter 0.00 3.69 0.00 0.39 0.00 0.00 3.69
10. Agriculturaloperations — sport aircraft Data not available

Non-commercial operations

11. Private operations — aeroplanes 7.37 7.37 0.00 1.16 7.37 0.00 5.62

12. Private operations— helicopters 19.21 0.00 0.00 3.69 0.00 4.85 0.00 i

13. Private operations— sport aircraft 4.25 21.52 27.35 12.01 21.14 21.91 25.21
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MEASURE: NUMBER OF NON-COMPLIANCES WITH CIVIL AVIATION RULES OR EXPOSITIONS BY
2
OPERATORS

MEASURE: NUMBER OF NON-COMPLIANCES WITH CIVIL AVIATION RULES OR EXPOSITIONS BY OPERATORS

Finding | FY 2009/10 FY 2010/11 | FY 2011/12

Category
| A Q2 2 Q3 | Q1 | Q2 \ Q3
Number of 473 443 291 312 337 300 243 282 367 322 254 298

Non-
compliances 1519 1162 1241

MEASURE: ENFORCEMENT ACTIONS/PROSECUTIONS FOR NON-COMPLIANCE AND/OR BREACH OF
CIVIL AVIATION RULES

MEASURE: ENFORCEMENT ACTIONS / PROSECUTIONS FOR NON-COMPLIANCE AND/OR BREACH OF CIVIL AVIATION RULES

Year Total number of Number of Prosecutions as a Written Warnings|  Infringement
occurrences Prosecutions % of Occurrences issued Notices issued
commenced
2000 4538 21 0.46% 42 0
2001 4787 21 0.44% 23 0
2002 4004 22 0.54% 34 0
2003 4131 18 0.43% 27 0
2004 4688 19 0.40% 31 0
2005 4707 22 0.46% 26 0
2006 5324 23 0.43% 18 4
2007 5007 21 0.41% 16 5
2008 5927 19 0.32% 12 10
2009 5275 17 0.32% 11 9
2010 5529 24 0.43% 7
2011 6071 11 0.18% 4 7
2012
(BantoSOhn) 2993 8 0-26% X

25
Non-compliance finding values are measures of how well participants in the civil aviation system are meeting their obligations. Each person or

entity that holds an aviation document is required to meet the performance standards applicable to the specific aviation document held. The
Authority uses a safety monitoring system to determine how well document holders are adhering to the requirements of the document they
hold. Where safety monitoring reveals thata document holder is not adhering to the required standard, the Authority issues a non-compliance
finding. The Authority measures the number of non-compliance findings issued
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