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A. About the Commission

Origins

The Transport Accident Investigation Commission (the Commission) was established by the Transport
Accident Investigation Commission Act 1990 (the TAIC Act) to achieve greater compliance by New
Zealand with the Convention on International Civil Aviation (ICAO Convention), particularly Annex 13 which
relates to safety focused accident investigations. The Commission was given the power to inquire into rail
accidents in 1992, and three years later its mandate was further extended to inquire into marine
accidents to support New Zealand’s obligations as a member of the International Maritime Organisation
and the International Convention for the Safety of Life at Sea (SOLAS). The International Maritime
Organisation developed a Maritime Casualty Investigation Code, which requires maritime accidents and
incidents to be investigated by an independent investigative agency for the purpose of preventing further
accidents and incidents rather than for apportioning blame or liability.

Mandate

The TAIC Act established the Commission as a standing Commission of inquiry with all the powers
conferred by the Commissions of Inquiry Act 1908 except in relation to costs. It is also an independent
Crown entity under the Crown Entities Act 2004.

The key elements of the Commission’s legislative mandate are:

e Purpose: The Commission’s principle purpose is to determine the circumstances and causes of
aviation, rail and maritime accidents and incidents to avoid reoccurrences and not to ascribe blame1l.

e Functions: The Commission’s principal function is to investigate aviation, rail and maritime accidents
and incidents2. To that end, it must in the case of each accident and incident:

o decide whether to investigates. The Commission must do so if it believes that an accident or
incident has significant implications for transport safety or would allow it to make
recommendations that would improve transport safety;

o co-ordinate and direct the investigations it initiates and decide which other parties (if any) should
be involved in its investigations4; and

o publish its findings and recommendations - the Commission has recommendatory powers only.

e Powers. The Commission has broad investigative powers under the TAIC Act, including the power of
entry and inspection®, and the power to seize, remove and protect evidence®b. It also has wide powers
under the Commissions of Inquiry Act, including the power to require a person to produce any papers,
documents, records or things” or to summons any person to appear before its Commissionerss.
These requirements are mandatory.

Section 4 of the Transport Accident Investigation Commission Act.
Sections 2 and 8 of the Transport Accident Investigation Commission Act.
Section 13 of the Transport Accident Investigation Commission Act 1990.
Section 14 of the Transport Accident Investigation Commission Act 1990.
Section 12 of the Transport Accident Investigation Commission Act 1990.
Section 12 of the Transport Accident Investigation Commission Act 1990.
Section 4C of the Commissions of Inquiry Act 1908.

o N o o0 bh W NP

Section 4D of the Commissions of Inquiry Act 1908.

Page 1



In deciding whether to open an inquiry the Commission applies a logic guide to ensure proper
consideration of factors which might inform a preliminary assessment about whether any particular
accident or incident, or the investigation of it, has potential significant implications for transport safety. If
the Commission decides not to investigate an accident or incident, it must advise the relevant safety
authority®. The Minister of Transport may direct the Commission to investigate an accident or incident
which the Commission has otherwise decided not to investigate10.

Operating environment

The Commission operates alongside transport safety authorities (the regulatorstl), which may also
investigate transport accidents and incidents. Often their focus is to determine whether or not
compliance with the regulatory regime has occurred and, if not, to establish whether sanctions should be
applied or sought. Their investigation may also have a safety dimension although they will generally not
cover this ground when the Commission has opened an inquiry into the same event. The Commission’s
inquiries often include examining the regulatory environment and its performance or contribution to an
occurrence or issue.

Coroners also have an interest in transport accidents that result in fatalities. The New Zealand Police
often investigate on behalf of the Coroner, and Occupational Health and Safety Inspectors may also be
involved in certain circumstances. On occasion the Police may also pursue a criminal inquiry. They may
also investigate road accidents and incidents but unless these involve rail infrastructure or a train there is
no overlap with the Commission’s mandate.

It is, therefore, possible that upwards of three parties may pursue an investigation for differing purposes
following a single-mode transport accident or incident.

International context

The Commission is part of a global network of transport accident investigation bodies prepared to meet
their States’ obligations to conduct investigations consistent with international requirements. This
includes investigating qualifying accidents or incidents occurring within New Zealand’s 12 nautical mile
limit, as well as in or above international waters in the case of a New Zealand registered aircraft or ship.
The Commission may also support an international agency’s investigation of an event with a New Zealand
connection.

New Zealand, as an island State with a small population and few near neighbours, relies on access to
other accident investigation management systems to ensure sufficient practices and capabilities to
handle significant events. Also, as with other jurisdictions, it is recognised that for bigger accident events
no one State necessarily has the investigative resources to manage its own response efficiently. Co-
operating with international investigatory bodies, therefore, allows the Commission to participate in
overseas investigations in which there is a New Zealand interest, and gives the Commission access to
international expertise and resources, as well as provides benchmarking and development opportunities.
Our investigators may be called upon to assist in other countries, and we in turn may call for help when
required. The Commission has assisted with several investigations in the Pacific, as a component of
Ministry of Foreign Affairs and Trade-led support.

9 Section 10 of the Transport Accident Investigation Commission Act 1990.
10 Section 13 of the Transport Accident Investigation Commission Act 1990.
11 Maritime New Zealand, the Civil Aviation Authority, and the New Zealand Transport Agency.
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Corporate structure and strategy

The Wellington-based Commission is totally Crown funded with an annual budget of $4m. The three-
member Commission employs a chief executive. The chief executive employs 10 investigative staff
(including the Chief Investigator of Accidents) and 6 corporate support staff. Some investigation support
is provided free under memorandums of understanding or fee for service contracts by suitably qualified
individuals or institutions, including other State resources and international colleague agencies.
Likewise, some support requirements are contracted in from individuals or firms, including finance,
information technology, human resources, medical advisory, and research supervision.

The Commission is just bedding in the results of a three year capability building programme, which
introduced new governance and management policies and practices and a new research strategy,
alongside the development of an information technology based Accident Investigation Information
Management System and a complementary Electronic Document Records Management System.

The Commission conducts an annual strategic planning exercise which feeds into the development of its
next Statement of Intent and helps to manage the Commission’s strategic priorities. The September
2011 planning exercise revalidated the Commission’s vision statement of “Safer transport through
investigation, learning and influence” and confirmed an internal planning imperative of “No repeat
accidents, ever’. It also reaffirmed the Commission’s strategy to continue lifting the quality of its
investigation practices, to improve the Commission’s acquisition, analysis and use of external data in its
work and to increase its engagement with stakeholders by talking to them about what the Commission is
doing, the results of its inquiries, and the safety improvements it believes are needed. A key element of
this work in the next six months is expected to be the development and publication of the Commission’s
first “watch list” highlighting both emerging issues of concern to the Commission, as well as safety issues
or recommendations which it has highlighted previously but which it believes have had insufficient
attention paid to them.

The current Statement of Intent (for 2011-14) is attached at Annex 4.

B. Current inquiries

The Commission aims to close about 30 inquiries a year, roughly spread evenly across the modes, with
most inquiries being completed in about a year. Some inquiries will take longer because of their
complexity or because inquiries with common themes will be combined or because of resource availability
due to the naturally uneven rates of opening of inquiries. Over recent years the Commission has traded
down the quantity of (narrower) inquiries in exchange for increased quality of more complex, systemic-
focused inquiries and the increased use of hearings by Commissioners.

Notable on-going inquiries include the October 2011 grounding of the Rena near Tauranga (for which an
interim factual report is expected to be published before the end of November); and an examination of
civil flying training safety in New Zealand, which is being done in conjunction with the investigation of a
fatal mid-air collision near Fielding in July 2010 (likely for release about March 2012). Arrangements to
advise Ministers of forthcoming inquiry report releases are discussed in the next section. A full list of
current inquiries is included at Annex 3.
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C. Reporting to Ministers

The Commission endeavours to keep Ministers advised of significant or emerging issues on a “no
surprises” basis while maintaining statutory obligations in respect of its work. The arrangements in place
before the election, and which worked well from the Commission’s perspective, were:

e providing briefing notes or telephoned or email advice to Ministerial offices of significant or emerging
issues which cannot wait for regular briefing opportunities;

e providing relevant communications to the regulators and the Ministry of a pending inquiry report
release, with advice to Ministers coming via the Ministry or directly as appropriate;

e contributing to the Ministry of Transport’s weekly ‘No surprises’ report to Ministers;

e meeting monthly between the (delegated Associate) Minister and the Chief Commissioner, Chief
Executive, and Chief Investigator of Accidents;

e providing quarterly and annual reports against the Statement of Intent, and engagement in the
development of the Statement of Intent (all via the Ministry).

D. Matters requiring urgent attention of the incoming Minister

The only matter requiring the incoming Minister of Transport’s urgent attention will be the tabling of the
Commission’s Annual Report for the year ended 30 June 2011 in the House of Representatives.
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Annex 1 Commissioners

Commissioners are appointed by the Governor-General on recommendation of the Minister of Transport
for fixed, renewable terms. There are usually three Commissioners but there may be up to five.

John Marshall QC (Chief Commissioner). John Marshall practises law in Wellington. He was
appointed to the Commission in March 2010 and assumed the role of Chief Commissioner from May
2010. His current term will expire in March 2015.

Helen Cull QC (Deputy Chief Commissioner). Helen Cull practices law in Wellington. She was
appointed to the Commission in May 2011, and her current term will expire in May 2016.

Bryan Wyness (Commissioner). Bryan Wyness is the former Vice President Flight Operations of Air
New Zealand and has held appointments with the International Advisory Committee of Flight Safety
Foundation and the Independent Aviation Advisory panel. Mr Wyness was appointed to the
Commission in November 2004, and his current term will expire in April 2012.

Annex 2 Commission contact
Chief Executive Lois Hutchinson

Email: ceo@taic.org.nz

DDI: 04 494 5445

Commission details

Telephone: 04 473 3112

Fax: 04 499 1510

Physical Location: Level 16, Axa Centre, 80 The Terrace
Postal address: PO Box 10 323, Wellington 6143
Website: www.taic.org.nz
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Annex 3 Open inquiries as at November 2011
Rail inquiries
Inquiry Occurrence description Date opened Estimated report
No. due
11-105 Freight Train 228 Wrong-line running | 12 November | December 2012
irregularity - Puhunui  Station, | 2011
Auckland
11-104 Freight Train 261, Level crossing | 31 October 2011 December 2012
accident between bus and train, State
Highway 1, Paekakariki
10-102 Electric Multiple Unit passenger Train | 30 September | March 2012
6250 Derailment and subsequent | 2009
collision - Plimmerton
10-101 Passenger train wrong routing and | 18 August 2010 March 2012
SPAD - Tamaki
11-103 Train 6225, Worksite occupation | 26 August 2011 June 2012
irregularity, North Junction on the
North Island Main Trunk Line between
Muri and Paekakariki stations
07-111 Express Freight Train 232, derailment, | 28 July 2007 April 2012
Ngaurukehu - Hihitahi
07-102 Express Freight Train 943D, | 6 March 2007 April 2012
derailment, Glenavy - Studholme
11-102 Express Freight Train 842 - track | 13 April 2011 May 2012
occupation irregularity - between
Staircase and Craigieburn
11-101 Passenger Train 201 and express | 14 January 2011 December 2011
freight Train 210 safe working
irregularity between Wiri and Papakura
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Aviation inquiries

Inquiry Occurrence description Date opened Estimated report

No. due

11-007 Boeing 737, Approach incident, | 29 October 2011 | December 2012
Christchurch

11-006 Britten-Norman  Trislander, Runway | 22 October 2011 | July 2012
excursion, Pauanui Aerodrome,
Coromandel Peninsula

11-005 Boeing 747, Engine malfunction on | 18 September | June 2012
approach to land at Auckland | 2011
International Airport, Auckland
International Airport

11-004 Pa31-350 Chieftain, landing gear | 11 May 2011 March 2012
malfunction, Nelson aerodrome

11-002 Air Nelson Q300 Nose wheel collapse | 9 February 2011 | December 2011
on landing - Blenheim

11-001 Bell 206L-3 ZK-ISF Engine power loss | 20 January 2011 | March 2012
and ditching - Bream Bay, Northland

10-010 Bombardier Q300 ZK-NEB nose gear | 30  September | March 2012
malfunction - Blenheim 2010

10-009 FU24-954 ZK-EUF Loss of control on | 4 September | April 2012
takeoff Fox Glacier Airfield 2010

10-008 Two Cessnha 152 aircraft ZK-TOD and | 26 July 2010 March 2012
ZK-JGB Midair collision - Feilding
aerodrome

11-003 Robinson R22, Collision with terrain 27 Apr2011 27 April 2012

10-007 Two Boeing 737 aircraft, ZK-PBF and | 22 June 2010 December 2011

VH-VXU Loss of
Queenstown

separation -
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Marine inquiries

Inquiry Occurrence description Date opened Estimated report

No. due

11-204 Container Ship Rena, Container ship | 5 October 2011 | July 2012
ran aground on Astrolabe Reef, approx.
12 miles from Tauranga Harbour
entrance

11-203 Jet Raider, Catastrophic engine failure, | 27 August 2011 | August 2012
Auckland to Waiheke Island

10-206 Coastal container vessel Spirit of | 18  September | November 2011
Resolution - grounding - Manukau, | 2010
Auckland

10-204 Korean-registered log carrier Hanjin | 21 June 2010 March 2012
Grounding Bombay - Tauranga

10-202 Coastal bulk  carrier, "Anatoki" | 6 May 2010 March 2012
Grounding port of Tarakohe

11-202 Passenger and freight ferry Monte | 4 May 2011 May 2012
Stello, struck underwater object, Tory
Channel

09-202 Passenger Vessel “Oceanic | 19 February | December 2011
Discoverer”, Fatal injury, Port of Napier | 2009

09-210 Bulk carrier, Taharoa Express cargo | 17 December | March 2012

shift, Port of Taharoa.

2009
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Annex 4 Statement of Intent 2011-14

A copy of the current Statement of Intent is attached. The following is an extract from the Chief
Executive’s foreword:

The Commission’s strategy for the coming three years is to undertake high-value inquiries at a minimum
cost, and in a timely manner.

After a three-year capability-building programme, the Commission now has the resources it needs to
perform at a high level. It has newly developed research services, a refined set of criteria for launching
inquiries, and quality assurance and information management systems to streamline its report production
processes. These developments will enable the Commission to improve the quality of its reports and
findings, and thus improve its contribution to the safety and security of New Zealand’s transport system.

The challenge for the Commission now is to maintain the quality of its reports and findings while decreasing
the time it takes to complete them. Given the current economic pressures on government, this must be
done within the Commission’s existing budget.

To this end, the Commission has three projects planned for the next three years. These projects will focus
on:

e improving productivity through the use of better project management tools and the introduction of an
organisational performance management system;

e responding to trends in the Commission’s operating environments through a suite of research
activities, and policy and strategy developments; and

e improving the value gained from the Commission’s inquiries by developing a communications strategy
to more effectively promulgate the Commission’s findings to the wider world.
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Chief Executive’s statement

The Commission’s strategy for the coming three years is to undertake high-value inquiries at a
minimum cost, and in a timely manner.

After a three-year capability-building programme, the Commission now has the resources it needs to
perform at a high level. It has newly developed research services, a refined set of criteria for
launching inquiries, and quality assurance and information management systems to streamline its
report production processes. These developments will enable the Commission to improve the quality
of its reports and findings, and thus improve its contribution to the safety and security of New
Zealand’s transport system.

The challenge for the Commission now is to maintain the quality of its reports and findings while
decreasing the time it takes to complete them. Given the current economic pressures on government,
this must be done within the Commission’s existing budget.

To this end, the Commission has three projects planned for the next three years. These projects will
focus on:

e improving productivity through the use of better project management tools and the introduction
of an organisational performance management system;

e responding to trends in the Commission’s operating environments through a suite of research
activities, and policy and strategy developments; and

e improving the value gained from the Commission’s inquiries by developing a communications
strategy to more effectively promulgate the Commission’s findings to the wider world.

The Commission has developed a set of measures to monitor its performance against its goals and to
measure the success of its programmes. It aims to see improvement across a broad range of
performance criteria.

Many of the Commission’s measures are by necessity complex and often qualitative rather than
gquantitative. The Commission is beginning to incorporate lessons from its historical impact reviews
and other self-assessment programmes into its strategic planning, and it intends to make the results
of these activities a stronger part of its reporting in future accountability documents.

By enacting the strategic plan contained in this document the Commission will continue to deliver
high-quality reports to the New Zealand public, while achieving the timely service and value for money
that the public expects.

Transport Accident Investigation Commission Statement of Intent | 2011-2014 1



About the Commission

Our purpose

The Commission’s vision is “safer transport through investigation, learning and influence”.

The Commission is a standing Commission of Inquiry established under the Transport Accident
Investigation Commission Act 1990 (the Act). It has three Commissioners appointed by the Governor-
General in Council, supported by a chief executive and a team of investigators and corporate staff.

The Commission’s purpose, as set out in its Act, is to determine the circumstances and causes of
aviation, rail and maritime accidents and incidents with a view to avoiding similar occurrences in the
future rather than to ascribe blame to any person. It does this by conducting inquiries, which inform
members of the transport sector and the wider community about the lessons that have been learnt
from transport occurrences. The knowledge gained from these inquiries helps transport sector
participants to improve safety systems, and provides assurance to the public that their transport
system is safe.

Our function

The Commission’s main function is to inquire into aviation, rail, and maritime accidents and incidents
within New Zealand and, if asked, to co-ordinate and co-operate with other accident investigation
organisations overseas. Its day-to-day operations, therefore, focus almost exclusively on inquiring into
accidents and incidents.

In conducting its inquiries, the Commission looks into the immediate circumstances around the event:
the things that had direct bearing on the occurrence. These could include the failure of a particular
part on a train or aircraft, the decision-making of a skipper or a pilot, or one of many other potential
causes. The Commission also examines the broader system in which the event took place, looking at
things like regulatory systems, workplace cultures, staff training, and the like. This ability to look at the
broader context of transport accidents is one of the distinguishing characteristics of the Commission.

Our independence

It is important that the public has confidence in the Commission’s inquiries. Public confidence can
only be maintained if the Commission is seen to carry out its inquiries independently; free from actual
or perceived bias, conflict of interest, or threat of sanction. New Zealand’s international obligations
also require that the Commission carries out its inquiries independently. For these reasons the
Commission was established with the legal mandate of a Commission of Inquiry and as an
independent Crown entity. This means that the Commission’s inquiries cannot be influenced by
Government or other third parties.

Our international obligations

New Zealand has international civil aviation and maritime obligations to meet. Some of these
obligations are met through the Commission’s work.

New Zealand is a signatory to the Convention on International Civil Aviation (the Chicago Convention).
Article 26 of the Chicago Convention requires signatory States to investigate accidents and serious
incidents in New Zealand that involve foreign state aircraft.

Similarly, New Zealand is a signatory to the Convention on the International Maritime Organization
(IMO) and the many supporting maritime conventions such as the International Convention for the
Safety of Life at Sea (SOLAS), and the Code of International Standards and Recommended Practices
for a Safety Investigation into a Marine Casualty or a Marine Incident (Casualty Investigation Code).

As a party to these conventions, New Zealand contributes to international transport safety, and
supports the international transport systems New Zealand relies upon. The Chicago Convention and
the Casualty Investigation Code require that signatories undertake independent accident and incident
investigations. The Commission undertakes this role in New Zealand and conducts its investigations
in accordance with the Conventions’ standards and operating procedures.
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Outcomes and objectives

The following diagram shows how the Commission contributes to the government’s desired outcomes:

What We Do How We Do It
Government’s Long-Term Outcomes for the Government’s Priority of
Transport Sector ‘better, smarter, public

services for less’

» an efficient transport system that supports high levels
of economic productivity, provides strong international
connections for freight, business and tourism, and
meets international obligations.

an accessible and safe transport system that
contributes positively to the nation’s economic, social,
and environmental welfare.

Efficient and Effective
Safer Transport Public Delivery
confidence in
the transport
system
International Inquiries High value at a minimum
Cooperation and cost

Coordination
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There are two Government long-term outcomes for the transport sector that the Commission directly
contributes to:

e an efficient transport system that supports high levels of economic productivity, provides strong
international connections for freight, business and tourism, and meets international
obligations; and

e an accessible and safe transport system that contributes positively to the nation’s economic,
social, and environmental welfare.

To help the Government in achieving its outcomes the Commission has identified two outcomes of its
own: a safer transport system through inquiries, influence and learning, and a high level of public
confidence in the transport system.

The Commission also contributes to the Government’s priority of delivering ‘better, smarter public
services through efficient and effective delivery of the Commission’s own services.

The Commission’s intervention logic for achieving these outcomes is laid out below.

Learning from experience

The Commission is a knowledge service. It conducts inquiries into transport accidents and incidents,
and promulgates the lessons learned from these occurrences. The Commission’s main output is
completed inquiries. The lessons learnt from these inquiries give the transport sector knowledge to
help prevent similar occurrences. This knowledge leads to smarter regulation, better safety systems,
and therefore safer transport.

The Commission’s inquiries also give the public confidence that safety issues in the transport sector
are identified and addressed, and that an independent and impartial body is monitoring the health of
the transport system and publishing important information. This contributes to public confidence in

the transport system.

These outcomes support the government’s long-term outcomes for the transport sector.

International contribution

Because transport crosses international boundaries, conventions exist to achieve uniform standards,
including standards for accident investigation. The Commission develops strong relationships with
overseas investigation agencies to help cooperate and coordinate with them when international
accidents occur that involve New Zealand interests.

The Commission’s output in this role is international co-operation and co-ordination. An outcome of
this is safer transport through the early identification and sharing of safety lessons that are applicable
to the New Zealand and international transport systems, which contributes to the government’s long-
term outcomes for the transport sector.

Efficient and effective delivery

As an independent Crown entity, the Commission must meet the public demand for high-quality
spending from the public sector.

To achieve this, the Commission is focused on improving its internal processes and efficiently
directing its resources. The output is high-value inquiries at a minimum cost. By achieving in this area,
the Commission will improve its efficiency and effectiveness and thereby contribute to the
government goal of providing better public services.
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The Commission’s operating environment

This section describes the internal and external changes and challenges which inform the
Commission’s operating intentions.

Developing Capability

The Commission has reached the end of a three-year programme of capability building and
restructuring intended to improve the Commission’s ability to deliver on its core functions, and realign
the Commission with the intent of its Act. Key achievements of this programme were:

e establishing a research capability to give greater context and relevance to the Commission’s
inquiries;

o refining the Commission’s launch criteria to focus the Commission on more high-value inquiries
and to better align the workings of the Commission with its Act;

e creating a people strategy to help the Commission recruit the right staff to create a broader skill
base thereby giving the Commission greater flexibility and a more secure workforce;

e designing and developing an investigation and information management system to help
improve workflows and provide more reliable retention of and access to information;

e introducing a quality assurance system to streamline the Commission’s internal processes and
to improve its outputs.

As a result of this capability-building programme, the Commission is now well placed to deliver on its
statutory mandate.

Changing approach to accident investigation

The Commission has changed its approach to accident investigation. Historically, the Commission
conducted a high number of inquiries, in some years opening 50 or more. This rate was a legacy of
the Commission’s history as the Office of Air Accidents, where the focus was on determining the
causes of accidents without analysis of the wider context in which the accident occurred.

In the last three years, the Commission has moved towards broader, higher-quality and more systemic
inquiries. This move is supported by the Commission’s first historical impact review of its reports and
recommendations, which showed that there is less to be gained from narrow inquiries that only look
into the immediate or proximate causes of accidents and incidents.

Productivity Challenges

A consequence of the Commission’s changing approach to accident investigation is that the volume
of its reports has dropped and the time taken for completion has increased. The Commission is not
producing reports and completing inquiries in a timeframe that is compatible with what is considered
international best-practice. A major challenge for the Commission in coming years is to improve
productivity and publish reports in a more timely manner.

Funding Pressures

Like other government departments, in the current economic climate the Commission must operate
within its existing funding. This puts pressure on the Commission to maintain a high-quality workforce
in the face of a restricted budget. This pressure is also felt internationally as the Commission’s
international peers are similarly faced with budget constraints, making their assistance to other
countries increasingly difficult to maintain.

Transport Accident Investigation Commission Statement of Intent | 2011-2014 5



The Commission’s operating intentions

The Commission has one output class, which remains unchanged - inquiries. Performance targets for
these are contained in the Commission’s Statement of Forecast Service Performance.

What we are
doing:

Inquiries are the Commission’s major output. As part of an inquiry, the Commission
generates findings and recommendations. These are usually communicated in the
form of inquiry reports and recommendations.

The Commission now believes that it delivers the best value to New Zealand when it
focuses on quality investigations into high-level safety issues. To this end, the
Commission has adjusted its output targets for the coming three years to more
accurately reflect what the Commission is capable of achieving and what will deliver
the best value to New Zealand.

The Commission’s output targets for inquiries are contained in its Statement of
Forecast Service Performance.

What we aim to
achieve:

The lessons the Commission generates are communicated to the transport sector,
giving them knowledge that they can use to create smarter regulation and better safety
systems. These lead to safer behaviours and hence safer transport.

The Commission’s findings are also communicated to the wider public, informing them
of the causes of occurrences and of actions being taking to improve safety. This
contributes to public confidence in the transport system.

How we will
measure that:

The Commission is a knowledge service, and its role in the transport sector is one of
influence and recommendation rather than direct control. This makes measuring the
impact of the Commission’s inquiries challenging.

The Commission has developed two main measures, and is developing a third, for
gauging its impact. Both of the currently implemented measures are qualitative,
designed to accommodate the complexity of the transport sector, and the needs of the
Commission as an independent Commission of inquiry:

1) Historical Impact reviews: The Commission conducts historical impact reviews,
which are case studies of the Commission’s contribution to a particular area or kind of
occurrence. The Commission expects to find that it has made a positive contribution to
safety in the area reviewed, and that it has generated useful recommendations that
have been implemented to good effect and have resulted in smarter regulation, better
safety systems and reduced the likelihood of similar occurrences.

2) Stakeholder surveys: In 2011/12 the Commission is implementing for the first time
a stakeholder survey intended to gauge the usefulness of the Commission’s work. The
survey will focus on understanding the ways that stakeholders are using the
information in the Commission’s reports, and what actions they are taking on the basis
of the Commission’s influence. The Commission expects to find that its reports and
recommendations are a catalyst for concrete, beneficial changes in the transport
sector.

3) Acceptance of Recommendations: The Commission is considering appropriate
benchmarks and targets for reporting the acceptance rate of the recommendations it
makes, which would include the number of safety actions taken by a stakeholder at the
suggestion of the Commission; safety actions that if not taken, would have resulted in
the Commission making a recommendation.
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Continuous improvement

To support its output of inquiries, the Commission has a work programme focused on continuous
improvement, which it has divided into three broad areas - productivity, responding to trends, and

communication.

What we are doing;:

The Commission will improve its productivity through the propagation
and use of three new tools expected to be implemented by the start of
the 2011/12 financial year:

e an investigation information management system;
e organisation-wide key performance indicators; and
o staff-specific key performance indicators

What we aim to achieve:

The Commission aims to improve productivity across all modes,
producing higher-quality and more timely reports through improved
internal project management. The Commission expects this to
increase the effectiveness of its inquiries and to improve value for
money.

How we will measure this:

The Commission measures the time taken to publish its reports. In
previous years, only around 10% of the Commission’s inquiries were
completed within the industry standard of 220 working days, and in
some years more than half the Commission’s inquiries took more than
the industry maximum of two years. The Commission intends to
improve on these figures with a goal of eventually achieving 40% of its
inquiries completed within 220 days, and none taking more than two
years.

The Commission also intends to maintain its output of reports at 30,
which reflects what the Commission believes is the maximum output it
can sustain with current staff levels and still maintain quality
standards.

These targets are detailed further in the Non-Financial Measures
section of this document.
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What we are doing;:

The Commission is revising its quality assurance system for the
purpose of continuous improvement of its internal policies,
procedures, and documentation. Specific projects intended for the
coming three years are:

continued expansion of the Commission’s research capabilities;
updating its major accident strategy;

revising and updating its investigation procedures documents;
developing an international strategy.

What we aim to achieve:

The Commission’s quality assurance system is designed to respond to
emerging trends and existing risks in the transport sector as well as in
the wider government context.

By continuously reviewing and updating its internal and external
practices, the Commission will maintain currency in the context of an
ever-changing environment.

How we will measure this:

This is a project with broad scope, which contributes to long-term
goals. This makes measuring success in this project difficult.

The Commission is in the process of determining timelines for the
deliverables in this project, and will report against these in future
accountability documents.

What we are doing:

The Commission is developing a broad communications strategy to
improve the way it communicates its findings, explore alternative
publication methods, and to enhance the Commission’s relationships
with stakeholders.

What we aim to achieve:

Communicating the Commission’s findings is key to its role in
improving transport safety and increasing public confidence in the
transport system. The communication project is intended to increase
the value the Commission gets from its inquiries by ensuring that the
findings and recommendations it generates are effectively
promulgated.

How we will measure this:

The stakeholder survey that the Commission is developing to gauge its
impact will also return information on how well the Commission
communicates its findings. The Commission expects to receive
positive feedback on its communications.
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Assessing organisational health and capability

The Commission’s organisational health and capability policies focus on ensuring the Commission
has access to the right resources to meet its needs. This means making sure that the Commission
has the right people, equipment, and facilities.

People

The Commission is a small organisation with a highly specialised workforce.

People with the investigative skills and expertise needed to perform the Commission’s investigative
role are difficult to find meaning that in most cases people recruited as investigators need to undergo
extensive training during the first 18 to 24 months of joining the Commission. This training includes
completing the accident investigation programme run by Cranfield University in the United Kingdom; a
2-stage programme designed to, in the first stage, teach the fundamentals of investigation
techniques, and in the second stage teach advanced mode-specific training techniques. Other
training programmes are offered in report writing, interview techniques, human factors and media
training.

Given the limited pool of potential investigators and the long lead time before investigators become
fully productive and the small size of each mode team, the Commission is vulnerable to retirements
and resignations of investigators. To mitigate this risk, the Commission is:

e Recruiting staff with a wider range of experience levels
e Developing a number of multi-mode investigators, who are able to cover potential vacancies
o Exploring alternative staffing structures to enable better succession planning

The Commission will report on the success of these activities in future accountability documents.

As a small organisation, the Commission cannot cover all specialist skills so to manage this, the
Commission has a practice of engaging contract workers to cover areas for which a full-time position
is either not required or cannot be covered. This ensures that the Commission maintains a high level
of contemporary expertise, while keeping a full workload for its permanent staff.

Equipment

From time to time, the Commission’s work requires specialist equipment and machinery to retrieve
and examine wreckage and other physical evidence. This is not the case with all inquiries - only
some. And in most instances, the type of equipment and machinery concerned requires specialist
people to operate them.

Purchasing and maintaining this type of equipment is not a viable option given the significant costs
involved vis-a-vis the Commission’s infrequent need for this equipment. However, to ensure that the
Commission does have access to this type of equipment, it has partnered with other government
organisations. For example, the Commission has a memorandum of understanding with the New
Zealand Defence Force, the Police, and the 3 transport regulators regarding shared use of equipment.

Facilities

From time to time, the Commission needs to store and work on large items such as aircraft, ship or
train wreckage for evidentiary purposes. For this reason, the Commission leases a warehouse and
workshop in Wellington.

At times this space can be under-utilised. To manage this, the Commission allows other government

organisations to share this storage facility. The Civil Aviation Authority routinely uses this facility and it
is available to the other Regulators, Civil Defence and the New Zealand Fire Service.
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Reporting to the Minister and other information

Reporting to the Minister

The Commission will continue to report quarterly to the Minister of Transport on the following matters:

e key achievements and events for the reporting period, and emerging issues;

e actual progress for the reporting period against the financial and non-financial output
measures set out in the following section, including explanation of any significant variances
from these measures and any impact on the expected delivery of the related outputs;

e actual financial performance for the reporting period against the forecast financial statements,
including explanation of any significant variances from those forecasts and the impact on the
expected year-end outturn;

e an explanation of the changes and the supporting rationale whenever financial and/or non-
financial performance is reforecast substantively by the Commission during the reporting period
(e.g. a revised budget is adopted), an explanation of the changes and the supporting rationale.
Future reporting will then state the reforecast measures, reference the explanation, and report
against the reforecast measure levels; and

e any significant issues or risks arising during the reporting period, or anticipated, the impacts of
these issues or risks and the ways these are being managed by the Commission. This reporting
will include consideration of issues or risks for organisational capability.

Other information required by the Act

The Transport Accident Investigation Commission Act 1990 requires the Commission to include in its
statement of intent any new borrowings, financial leases or similar liabilities that it intends incurring
during the year. The Commission does not intend incurring any such new borrowings, financial leases
or similar liabilities during the year.

The Commission has an existing financial lease in respect of its printing equipment. This arrangement
was not recognised in previous years, and is included for the first time in this Statement of Intent.
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Statement of Forecast Service Performance

The following table summarises the measures the Commission will use to gauge its performance
against output targets:

Measure Projected 2011/12 2012/13 2013/14
2010/11
Cost
Average lifetime cost of inquiries $131 $129k $129k $129k
closed

Inquiries opened 18 30 30 30
Inquiries closed 30 30 30 30
Reports published 30 30 30 30
Average age of inquiries in progress 300 300 250 200
(working days)

Percentage published under 220 days 15% 20% 30% 40%
Percentage published under 440 days 50% 80% 90% 100%
Historical Impact Review (qualitative See below | See below See below See below
measure)

Stakeholder Survey (qualitative Not See below See below See below
measure) Available

These measures are defined and the targets are explained below.

Cost

“Average lifetime cost of inquiries closed” is a measure of the Commission’s efficiency and value for
money. For each of the inquiries closed in the period, the approximate cost of that inquiry over its
lifetime is calculated. The Commission is developing tools to better measure the actual costs of
inquiries, including hours spent on each inquiry. The average of this figure for all the inquiries closed
in the period indicates the expense involved in producing that period’s output.

The Commission aims to have the average lifetime cost of inquiries closed not exceed a proportional
share of the Commission’s total budget for a year. The figure of $129k represents the Commission’s
total funding divided across the number of inquiries the Commission aims to produce. As this is a new
measure, the Commission is still developing its understanding of how this figure changes in response
to the Commission’s output, and what fluctuations in the figure may mean.

Quantity

“Inquiries opened” is the number of inquiries the Commission has opened in the period. The
Commission’s workload fluctuates depending on the number of occurrences in New Zealand that
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have significant implications for transport safety. The Commission can control its launch rates, but
only to a degree, as there will be cases that it will have little discretion on, major accidents being one
example. However, the Commission can manage its workload and control its launch rate for those
discretionary occurrences; those where it might make findings and safety recommendations, but the
cost of the inquiry outweighs the value (increase in transport safety).

“Inquiries closed” and “Reports Published” are both measures of the Commission’s output. “Inquiries
closed” counts the number of investigations, foreign or domestic, that the Commission has conducted
and closed to its satisfaction. Not all of the Commission’s investigations result in a report being
published, especially when the Commission is assisting an overseas investigation agency.

“Reports published” counts the number of reports on inquiries that the Commission has published in
the period. Because the Commission sometimes publishes an interim or preliminary report prior to a
final report, this figure does not correspond exactly to the number of inquiries closed.

The Commission’s production figures are somewhat dependent on random variation in occurrence
rates. Major occurrences, which require special attention and extra resources, significantly disrupt the
Commission’s work flow. The figure of 30 inquiries closed and 30 reports published represents what
the Commission believes it should achieve if it is applying its launch criteria consistently, if its staff
are working to full capacity, and if there are no major occurrences during the period. Launching
complex and demanding inquiries, or decreased staff capacity, may influence this figure downward.

Timeliness

“Average age of inquiries in progress” is the average number of working days that each of the
Commission’s currently-open inquiries has been open. It is calculated at the end of each period. This
number gives an indication of the Commission’s work flow. A high average age means that the
Commission has not had sufficient turnover of inquiries, and a backlog or queue may be forming. The
average age of inquiries is currently high, and the Commission aims to reduce this over time.

The time taken to complete an inquiry depends on several factors. Most notably it depends on the
complexity and scope of the inquiry, and how effectively the Commission is working on the
investigation. The industry standard, as defined by the International Civil Aviation Organisation, is that
all inquiries should be completed within two years (440 working days). Many less complex inquiries
should be possible to close within 220 working days.

“Percentage published under 220 days” calculates the number of reports published in the period that
took fewer than 220 working days to complete, as a percentage of the total number of reports
published in the period.

The Commission aims to improve in this measure. Currently very few of the Commission’s inquiries
are published in under 220 working days. The Commission intends to achieve a gradual improvement
in this measure. The figure of 40% of inquiries published in less than 220 working days represents
what the Commission believes is the average percentage of its inquiries that warrant no more than
220 days of work. If the Commission is completing fewer than 40% of its inquiries within 220 days, it
may indicate that either the Commission is not working on its inquiries effectively, or that the
percentage of complex cases is unusually high.

“Percentage published under 440 days” is calculated in the same way as the figure for 220 days. The
Commission aims to eventually achieve the industry standard of no inquiries taking longer than 440
days. Internationally, many organisations do not meet this target. However, the Commission believes
that it is possible.

Quality

Historical impact reviews are case studies of a specific area or occurrence type that the Commission
has inquired into. The Commission conducts a review of a different area each year. As well as
assessing the impact of the Commission’s inquiries, they look at the quality of the inquiries by
reviewing the Commission’s findings and recommendations with the benefit of hindsight. In a
previous review, the Commission found that some of its inquiries and recommendations in the
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reviewed area were of too narrow a scope to have a significant impact on transport safety. Future
reviews will assess this aspect of quality, as well as others.

The Commission’s stakeholder surveys are still in development, but these are intended to examine
not just the influence of the Commission’s inquiries, but also their quality in terms of communication,
access, and fairness. The Commission will be designing the survey questions so as to enable a
measure against what it is aiming to achieve in these areas. Targets for this quality measure are still
under development.

The Commission continues to investigate other measures of quality.
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Statement of accounting policies

Reporting entity

The Commission is an independent Crown entity established under the Transport Accident
Investigation Commission Act 1990.The Commission is also a Public Benefit Entity (PBE) for the
Purposes of NZIFRS.

The Commission investigates aviation, marine and rail accidents and incidents, the circumstances of
which have, or are likely to have, significant implications for transport safety. The Commission
publishes recommendations and reports on accidents and incidents in order to avoid similar
occurrences in the future.

The Commission also represents New Zealand at accident investigations conducted by overseas
authorities in which New Zealand has a specific interest, conducted by overseas authorities, and
exchanges accident and incident information with overseas government accident investigation
authorities.

The Commission’s accident investigation capability is occasionally extended, on a cost recovery basis
where possible, to Pacific Island states with no similar agency.

The Financial Forecasts of the Commission are for the years 2011-2014. The Financial Forecasts
were authorised for issue by the Board on 20 April 2011.

Accounting policies and changes in accounting policies

Accounting policies
Overall considerations

The financial forecasts have been prepared in accordance with the Transport Accident Investigation
Commission Act 1990 and the Crown Entities Act 2004, which includes the requirement to comply
with New Zealand’s generally accepted accounting practice (“NZ GAAP”).

The Financial Forecasts have been prepared on a historical cost basis.

The Financial Forecast statements are presented in New Zealand dollars and all values are rounded
to the nearest dollar.

Changes in accounting policies

The accounting policies are consistent with those used in previous forecasts except that the
Commission has adopted the standards, amendments and interpretations as outlined below. The
adoption of these standards, amendments and interpretations did not have any effect on the
forecasted financial performance or position of the Commission.

(a) NZ IAS 1 - Presentation of Financial Statements

NZ IAS 1 Presentation of Financial statements (revised 2007) replaces NZ IAS 1 Presentation of
Financial Statements (issued 2004) and is effective for reporting periods beginning on or after 1
January 2009. The revised standard required information in financial statements to be aggregated on
the bases of shared characteristics and introduces a statement of comprehensive income. The
statement of comprehensive income will enable readers to analyse changes in equity resulting from
non-owner changes separately from transactions with the Crown in its capacity as “owner”. The
revised standard gives the Commission the option of presenting items of income and expense and
components of other comprehensive income either in a single statement of comprehensive income
with subtotals, or in two separate statements (a separate income statement followed by a statement
of comprehensive income). The Commission has adopted a single statement of comprehensive
income and there is no impact on the financial performance or position as the changes are of
presentation nature.
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(b) NZ IAS 23 Borrowing Costs

NZ IAS 23 Borrowing Costs (revised 2007) replaces NZ IAS 23 Borrowing Costs (issued 2004) and is
effective for reporting periods commencing on or after 1 January 2009. The revised standard requires
all borrowing costs to be capitalised if they are directly attributable to the acquisition, construction or
production of a qualifying asset.

(c) NZ IAS 24 Related Party Disclosures

NZ IAS 24 Related Party Disclosures (revised 2009) replaces NZ IAS 24 Related Party Disclosures
(issued 2004) and is effective for reporting periods beginning on or after 1 January 2011. The
revised standard:

i) Removes the previous disclosure concessions applied by the Commission for arms-
length transactions between the Commission and entities controlled or significantly
influenced by the Crown. The effect of the revised standard is that more information
is required to be disclosed about transactions between the Commission and entities
controlled or significantly influenced by the Crown.

i) Provides clarity on the disclosure or related party transactions with Minsters of the
Crown. Further, with the exception of the Minister of Transport, the Commission will
be provided with an exemption from certain disclosure requirements relating to
transactions with other Ministers of the Crown. The clarification could result in
additional disclosures should there be any related party transactions with Ministers of
the Crown.

iii) Clarifies that related party transactions include commitments with related parties.

As early adoption has been permitted, the Commission has chosen to adopt this standard early as the
changes do not have a significant impact on the forecasted financial statements. The revised
standard simplifies the definition of a related party, clarifying its intended meaning and eliminating
inconsistencies from the definition.

(d) NZ IFRS 7 Financial Instruments: Disclosures

Amendment to NZ IFRS 7 Financial Instruments: Disclosures. The amendments introduce a three-
level fair value disclosure hierarchy that distinguishes fair value measurements by the significance of
valuation inputs used. A maturity analysis of financial assets is also required to be prepared if this
information is necessary to enable users of the financial statements to evaluate the nature and extent
of liquidity risk. The transitional provisions of the amendment do not require disclosure of
comparative information in the first year of application.

Particular accounting policies

The following particular accounting policies that materially affect the measurement of financial
performance and financial position have been applied:

(a) Budget figures
The budget figures have been prepared in accordance with NZ IFRS, using accounting policies that
are consistent with those adopted by the Commission for the preparation of the Financial Forecasts.

(b) Revenue

Revenue from Crown

The Commission derives revenue through the provision of outputs to the Crown, for services to third
parties and income from its investments. Such revenue is recognised at fair value when earned and is
reported in the financial period to which it relates.

Interest

Interest income is recognised as it accrues on bank account balances, on-call and short-term
deposits.
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(c) Financial Instruments

The Commission's financial instruments comprise cash and cash equivalents, trade and other
receivables and creditors and other payables. A financial instrument is recognised when the
Commission becomes a party to the contractual provisions of the instrument.

Financial assets are derecognised when the contractual rights to the cash flows from the financial
asset expire, or when the financial asset and all the substantial risks and rewards are transferred.

A financial liability is derecognised when it is extinguished, discharged, cancelled or expires.

Financial instruments are initially recognised at their fair value and classified into one of the following
categories. Financial assets and financial liabilities are measured subsequently as described below.

Financial Assets
For the purpose of subsequent measurement, are classified into the following categories upon initial
recognition:

loans and receivables;

financial assets at fair value through profit and loss;
held to maturity investments; and

available-for-sale financial assets

The category determines subsequent measurement and whether any resulting income and expense is
recognised in profit or loss or in other comprehensive income.

All financial assets except those at fair value through the profit and loss are subject to review for
impairment at least each reporting date. Financial assets are impaired when there is objective
evidence that a financial asset or group of financial assets is impaired. Different criteria to determine
impairment are applied for each category of financial assets, which are described below.

Loans and Receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market.

The Commission's cash and cash equivalents and trade and other receivables fall into this category of
financial instruments.

Loans and receivables are initially measured at fair value and subsequently measured at amortised
cost using the effective interest method, less any provision for impairment.

A provision for impairment of receivables is established when there is objective evidence that the
Commission will not be able to collect all amounts due according to the original terms of the
receivables. The amount of provision is the difference between the asset's carrying value and the
present value of estimated future cash flows, discounted using the effective interest rate method.

Financial Liabilities
The Commission's financial liabilities include trade and other payables.

Financial liabilities are measured subsequently at amortised cost using the effective interest rate
method, except for financial liabilities, held for trading or designated at fair value through profit and
loss, that are carried subsequently at fair value with gains or losses recognised in profit or loss. The
Commission does not currently have any financial liabilities held for trading or designated at fair value
through profit or loss.

(d) Cash and cash equivalents
Cash and cash equivalents includes cash on hand, deposits held at call with banks and other short-
term highly liquid investments with original maturities of three months or less.
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(e) Trade and other receivables
Trade and other receivables are initially measured at fair value and subsequently measured at
amortised cost using the effective interest method, less any provision for impairment.

A provision for impairment of receivables is established when there is objective evidence that the
Commission will not be able to collect all amounts due according to the original terms of the
receivables. The amount of provision is the difference between the asset’s carrying value and the
present value of estimated future cash flows, discounted using the effective interest rate method.

(f) Property, plant and equipment are shown at cost less accumulated depreciation and
impairment losses

Additions

The cost of an item of property plant and equipment is recognised as an asset if, and only if, it is
probable that future economic benefits or service potential associated with the item will flow to the
Commission and the cost of the item can be measured reliably.

Disposals
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount of
the asset. Gains and losses on disposals are included in the Forecasted Financial Position.

Depreciation

Depreciation is provided on a straight line basis at rates that will write the assets off over their
estimated useful lives. The useful lives and associated depreciation rates of major classes of assets
have been estimates as follows:

Buildings (store) 33-50 2% t0 8.4%
Computer equipment 2.1-10 10% to 48%
Furniture and equipment 2.1-20 5% to 48%
Software (AIIMS) 3-5 25% to 33%

(8) Intangible assets

Software acquisition
Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and
bring to use the specific software.

Costs associated with maintaining computer software are recognised as an expense when incurred.

Amortisation

Computer software licenses are amortised on a straight-line basis over their estimated useful life of 3
years. Amortisation begins when the asset is available for use and ceases at the date the asset is
disposed of. The amortisation charge is recognised in the Forecasted Statement of Comprehensive
Income.

Impairment of property, plant and equipment and intangible assets
Intangible assets that have an indefinite useful life, or are not yet available for use, are not subject to
amortisation and are tested annually for impairment.

Property, plant and equipment and intangible assets that have a finite useful life are reviewed for

impairment at each financial reporting date and whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.

Transport Accident Investigation Commission Statement of Intent | 2011-2014 17



An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its
recoverable amount.

(h) GST

All items in the Financial Forecast are stated exclusive of GST except for receivables and payables,
which are stated on a GST inclusive basis. Where GST is not recoverable as input tax then it is
recognised as part of the related asset or expense.

The net amount of GST recoverable from, or payable to, the Inland Revenue Department (IRD) is
included as part of receivables or payables in the Forecasted Financial Position.

The net GST paid to, or received from, the IRD, including the GST relating to investing and financing
activities, is classified as an operating cash flow in the Forecast of Cash Flows.

Commitments and contingencies are disclosed exclusive of GST.

(i) Forecast of cash flows
Cash comprises monies held in the Commission’s bank accounts and short term deposits.

Financing activities comprise the change in equity and debt capital structure of the Commission.
Investing activities relate to the sale and purchase of fixed assets.

Operating activities include all transactions and other events that are not investing or financing
activities. Interest received is included in operating activities.

() Employee entitlements
Employee entitlements that the Commission expects to be settled within 12 months of balance date
are measured at nominal values based on accrued entitlements at current rates of pay.

These include salaries and wages accrued up to balance date, annual leave earned to, but not yet
taken at balance date, retiring and long service leave entitlements expected to be settled within the
next 12 months, and sick leave.

The Commission recognises a liability for sick leave to the extent that compensated absences in the
coming year are expected to be greater than the sick leave entitlements earned in the coming year.
The amount is calculated based on the sick leave entitlement that can be carried forward at balance
date, to the extent the Commission anticipates it will be used by staff to cover those future absences.

(k) Superannuation scheme

Defined contribution scheme
Obligations for contributions to Kiwisaver are accounted for as a defined contribution superannuation
scheme and is recognised as an expense in the statement of financial performance as incurred.

() Taxation
The Commission is a public authority in terms of the Income Tax Act 2004 and consequently is
exempt from income tax.

(m) Operating leases

An operating lease is a lease that does not transfer substantially all the risks and rewards incidental
to ownership of an asset. Lease payments under an operating lease are recognised as incurred over
the lease term of the lease in the statement of comprehensive income.

Lease incentives received are recognised in the Forecast of Comprehensive Income over the lease
term as an integral part of the total lease term.

The Commission has a lease for Level 11, Cigna House which is surplus to requirement. The
Commission has a tenant signed until the expiry of the lease, in May 2015. As a result of the sub-
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lease the Commission will incur a loss. A provision of $216,000 has been provided for in the financial
statement to cover the net present value of this loss. The provision is for the future discounted rental
payments not of anticipated rental income.

(n) Financial instrument risks

The Commission has policies to manage the risks associated with financial instruments. The
Commission is risk averse and seeks to minimise exposure from its treasury activities. These policies
do not allow any transactions that are speculative in nature to be entered into.

Market risk

Fair value interest rate risk

Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate due to
changes in market interest rates. The Commission’s exposure to fair value interest rate risk is limited
to its short-term bank deposits which are held at fixed rates of interest.

Cash flow interest rate risk

Cash flow interest rate risk is the risk that the cash flows from a financial instrument will fluctuate
because of changes in market interest rates. Investments issued at variable interest rates expose the
Commission to cash flow interest rate risk. The Commission has no variable interest rate investments.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The Commission is not exposed to currency risk, as it does not enter into foreign
currency transactions.

Credit risk
Credit risk is the risk that a third party will default on its obligation to the Commission, causing the
Commission to incur a loss.

Due to the timing of its cash inflows and outflows, the Commission invests surplus cash with
registered banks. The Commission’s investment policy limits the amount of credit exposure to any one
institution.

The Commission’s maximum credit exposure for each class of financial instrument is represented by
the total carrying amount of cash equivalents, investments and trade and other receivables. There is
no collateral held as security against these financial instruments, including those instruments that are
overdue or impaired.

The Commission has no significant concentrations of credit risk as it does not have any credit
customers and only invests funds with registered banks with specified credit ratings.

Liquidity risk

Liquidity risk is the risk that the Commission will encounter difficulty raising liquid funds to meet
commitments as the fall due. Prudent liquidity risk management implies maintaining sufficient cash,
the availability of funding through adequate amount of committed credit facilities and the ability to
close out market positions. The Commission aims to maintain flexibility in funding by keeping
committed credit lines available.

In meeting its liquidity requirements, the Commission maintains a target level of investments that
must mature within specified timeframes.

The Commission holds cash with Kiwi Bank, National Bank and BNZ. These banks are part of the
Crown Retail Deposit Scheme. Deposits up to $1million held with these banks are guaranteed by the
Crown.

(o) Critical accounting estimates and assumptions

In preparing these Financial Forecasts the Commission has made estimates and assumptions
concerning the future. These estimates and assumptions may differ from the subsequent actual
results. Estimates and assumptions are continually evaluated and are based on historical experience
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and other factors, including expectation or future events that are believed to be reasonable under the
circumstances. The estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are
disclosed below:

Property, plant and equipment useful lives and residual values

At each balance date the Commission reviews the useful lives and residual values of its property,
plant and equipment. Assessing the appropriateness of useful life and residual value estimates of
property, plant and equipment requires the Commission to consider a number of factors such as the
physical condition of the asset, expected period of use of the asset by the Commission, and expected
disposal proceeds from the future sale of the asset.

The total cost of the sub-lease of Cigna House has been estimated and included in the current year’s
lease, rental and outgoings expense. This cost has been calculated by discounting the future net cash
outflows of the sub-lease at a discount rate of 5%.

An incorrect estimate of the useful life or residual value will impact on the depreciable amount of an
asset, therefore impacting on the depreciation expense recognised in the Forecast of Comprehensive
Income, and carrying amount of the asset in the Forecast of Financial Position. The Commission
minimises the risk of this estimation uncertainty by:

e physical inspection of assets;
e asset replacement programmes;
e analysis of prior asset sales.

The Commission has not made any significant changes to past assumptions concerning useful lives
and residual values.

Critical judgements in applying the Commission’s accounting policies
Management has exercised the following critical judgements in applying the Commission’s accounting
policies.

Lease classification

Determining whether a lease agreement is finance or an operating lease requires judgment as to
whether the agreement transfers substantially all the risks and rewards of ownership to the
Commission. Judgment is required on various aspects that include, but are not limited to, the fair
value of the leased asset, the economic life of the leased asset, whether or not 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 recognized in the statement of financial position
as property, plant and equipment, whereas for an operating lease no such asset is recognized.

The Commission has exercised its judgment on the appropriate classification of equipment leases
and, has determined that the lease arrangement with Fuji Xerox is a finance lease.
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2011 Forecasts and Projections to 2014

Cash flow projection

Figures exclude GST unless specified

Actual Forecast Forecast Forecast Forecast
Year ending;: Jun-10 Jun-11 Jun-12 Jun-13 Jun-14
Revenue: $000 $000 $000 $000 $000
Crown 3,938 3,938 3,865 3,865 3,865
Other/lease 193 126 126 126 126
Cost recoveries 0 0 0
Gifted Income 87
Profit on sale of fixed assets 0
Interest on deposits 30 30 11 11 11
Total revenue 4,161 4,181 4,002 4,002 4,002
Expenses:
Audit NZ 12 16 17 17 17
Capital Charge 45 89 0 0 0
Commissioners' fees (excluding
expenses) 147 147 136 137 139
Depreciation 63 80 233 196 165
Personnel costs 2,072 2,101 2,101 2,143 2,153
Lease, rentals and outgoings 836 894 853 840 824
Loss on sale of fixed assets
Other operating costs 877 756 661 667 703
Total expenses 4,052 4,072 4,002 4,002 4,002
Surplus (deficit) 109 109 0 0 0
Other comprehensive income:
Total other comprehensive income 0 (0]
Total Comprehensive Income 109 109
Surplus (deficit) attributable to:
Commission 109 109 0 0 0]
Minority Interest 0 (0] 0 0 0
Crown Revenue including GST 4,430 4,479 4,445 4,445 4,445
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Actual Forecast Forecast Forecast Forecast

Year ending: Jun-10 Jun-11 Jun-12 Jun-13 Jun-14
Assets $000 $000 $000 $000 $000
Cash and Cash Equivalent 1,359 627 727 795 860

Prepayments 8 15 20 20 20
Trade and other Receivables 12 10 10 10 10
Total Non-Current Assets 423 1,205 1,009 862 752
Total Assets 1,802 1,857 1,766 1,687 1,642
Liabilities
Trade and other payables 141 140 118 110 110
Employee benefits 168 180 180 175 175
Finance Lease 89 58 31 6 0]
Provision for rental loss 216 181 139 98 59
Total liabilities 614 559 468 389 344
Taxpayers' funds 1,189 1,298 1,298 1,298 1,298
Taxpayers funds as a percentage of
total assets. 66% 66% 70% 73% 7%
Ratio of current assets to current
liabilities 2 2 1.2 1.6 21
Ratio of fixed assets to total assets. 0.2 0.2 0.6 0.6 0.5
Taxpayers' funds:
Taxpayers' funds at beginning of
year 445 1,189 1,298 1,298 1,298
Surplus (deficit) for year 109 109 0 0 0
Capital injection 635 0 0 0 0
Taxpayers' funds at end of year 1,189 1,298 1,298 1,298 1,298
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Actual Forecast Forecast Forecast Forecast
Year ending: Jun-10 Jun-11 Jun-12 Jun-13 Jun-14
Cash flows from operating activities: $000 $000 $000 $000 $000
Cash provided from:

Supply of outputs - to
Crown 3,938 3,938 3,865 3,865 3,865

Other income 194 215 126 126 126

Interest 30 30 11 11 11

Cash disbursed to:

Cost of producing outputs -3,929 -4,320 -3,832 -3,864 -3,867

Payment of capital charge to Crown -45 -45 -89 0 0
Net cash flows from operating activities 188 188 -226 170 138
Cash flows from investing activities:

Cash provided from:
Sale of investments 0 0 0 0 0
Cash disbursed to:

Purchase of fixed assets -160 -507 -70 -70 -70
Net cash flows from investing activities -160 -160 -507 -70 -70
Cash flows from financing activities:

Cash provided from:

Capital contribution from

Crown 635 0 0 0 0
Cash disbursed to:

Payment of surplus to
Crown 0 0 0 0
Net cash flows from financing activities 635 635 0 0
Net increase (decrease) in cash held - 663 663 -733 100 68

Cash at beginning of period 696 1,359 627 727 795

Gain (loss) effect of exchange rate

changes 0 0 0 0 0

Cash at end of period 1,359 627 727 795 860
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Actual Forecast Forecast Forecast Forecast

Year ending: Jun-10 Jun-11 Jun-12 Jun-13 Jun-14

Fixed asset programme $000 $000 $000 $000 $000

Capital 635 0 0 0 0

Depreciation 40 80 233 196 165

AIMS Hardware and Software 300 422 0 0 0
Computer equipment 10 35 30 30 30
Investigation, Furniture & fittings,

office equipment 30 50 40 40 40
Total acquisition cost 340 507 70 70 70
Average total acquisition cost over forecast 5 years 211

Capital expenditure as a percentage of

fixed assets 80% 42% 7% 8% 9%
Average capital expenditure as a % of fixed assets over forecast 5 years 29%
Sale value of surplus capital items 0 0 0 0 0
Profit/(loss) on sale of surplus capital

items 0 0 0 0 0
Average sale value over forecast 5

years 0
Avg net cost of fixed assets 211

John Marshall QC
Chief Commissioner
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