Interim Regulatory Impact Statement:
Options for the Delivery of Aviation
Security Services

Coversheet

Purpose of Document

Decision sought: Analysis is produced for the purpose of informing the release of
discussion document. \Q‘

Proposing Ministers: Minister of Transport, Hon Simeon Brown ~\

Advising agencies: Ministry of Transport @?‘

Date finalised: 31 July 2024 &

Problem Definition

The Aviation Security Service (AvSec) is currently the rov of aviation security
services at New Zealand’s security designated aer v& primary aim being to
achieve improved security outcomes. The Civil a n 3 (clause 134) enables
these services to also be provided by the op drome and/or airline under
certain contexts. However, successive gov ve maintained a statutory monopoly
for AvSec since 1997. While security o mes ing achieved, this model may be
generating inefficiencies and additi sts i ystem through the lack of competition,
the inability to tailor the delivery @g pecific situations, and a limited focus on
passenger facilitation.

The Minister of Transport rec icials to explore the feasibility of the private
provision of aviation se “outsourcing”; to test the industry’s appetite to carry
out these functions, ull, and to assess the impact of any possible change. The
reason for this |s? orq:watlon security services could be provided more efficiently
and with less i on@ nger experience, airport infrastructure, and those paying for
the services, w 4 ing security outcomes.

Executive SU@W
New Zealand’is @ member of ICAO and a contracting State to Annex 17 - Aviation Security
- Safegu @Civil Aviation Against Acts of Unlawful Interference (‘Annex 17°) of the

Chi vention 1944. New Zealand is obligated to make arrangements for aviation
se easures consistent with the international standards. This ensures our ability to
participate in the international aviation system.

New Zealand established the Aviation Security Service (AvSec) to provide these aviation
security services. The Civil Aviation Act 1990 allows for the operator of the security
designated aerodrome or navigation installation aerodromes to also provide these
services. However, since 1997, successive governments have provided AvSec with the
statutory monopoly to deliver aviation security services.

The new Civil Aviation Act 2023 expands on the list of allowable providers to also include
an airline at a security designated aerodrome at which it is operating.
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The mandate of AvSec means that its primary focus is on security outcomes. While
passenger facilitation and value for money are considered, this monopoly model may be
generating inefficiencies and additional costs in the system through the lack of competition,
the inability to tailor the delivery of services to specific situations and sites, and a limited
focus on passenger facilitation

The Minister of Transport has directed officials to consult on three options, allowed for by
the 2023 Act: for outsourcing the provision of any or all the functions and duties of AvSec
to

e The operator of that aerodrome
e An airline, at a security designated aerodrome at which it is operating
¢ A mixed model of airlines and airports.

These three options, as well as the status quo have been assessed. There are likely {0 be
other feasible options for the provision of aviation security services, in¢luding an-enhanced
status quo and structural changes to allow third-party sub-contracting of seryices.
However, these have not been assessed.

The intent of the discussion document, that this assessment supports \sio test the
appetite of industry to be involved in the provision of aviafion‘security'services. Given the
multiple variations of how this could occur across the righwork, ifieliding which of the
current services would be provided by industry, the‘options havebeen assessed at a high
level with further, more detailed, assessment tofollow oncedve have an indication of the
industries’ preferences.

If feedback indicates an appetite of industry t6 besnore"involved in the provision of aviation
security services, further analysis wilkbe uhdertaken to develop more detailed options,
their impacts and costs. This will regguirg further,;-more targeted consultation with the
sector.

& A
Limitations and Constra@i\n Aqﬁis
1. Auviation security services areufrently delivered by AvSec and analysis of other
jurisdictions shdwsjthat thése functions can be delivered in a variety of ways. The
Minister of Ttansport Has directed officials to consider alternate models for the private
provision©f/aviation security services and to:

o test the feasibility of industry provision of aviation security services;
o test thé industry’s appetite to carry out these functions, in part or in full; and
e assess the impact of any possible change.

2. This'will be done through a high-level discussion document that may lead to further
detailed analysis and targeted consultation. Given the commissioning scope we have
not included a preferred option.

3. Due to time constraints and limitations on consultation, limited analysis has been
undertaken to assess options. However, given the purpose of the discussion
document is to test industry preference, detailed analysis should logically follow the
consultation process.

Consultation

4. In the development and analysis of options for the discussion document the Ministry
has not consulted with the Civil Aviation Authority, AvSec, operators of aerodromes,
or airlines.
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5. During select committee hearings for the Civil Aviation Bill 2023, submissions were
received from aerodromes, airlines, and their representative bodies regarding the
provision of aviation security services in New Zealand. The Board of Airline
Representatives New Zealand and the Airports Association of New Zealand also
released a joint election manifesto in 2023 which referred to the provision of aviation
security services in New Zealand. These documents have been used to inform the
development and analysis of options presented in the discussion document.

Limitations and assumptions of analysis

6. The development and analysis of the options presented in the discussion document
and regulatory impact assessment are limited by: »

e Narrow scope: the Minister of Transport has limited the options that will be
consulted on, therefore not all possible options, including improvementsdo\the
current delivery model, have been considered. Ideally the Ministry would-have
been able to develop and evaluate all feasible options. The-Ministry has included
the status quo in this analysis but is not including it in,the cénsultation given the
scope of the consultation approach.

e Constrained timeframe: the Ministry was unablée io'aﬁply its.lsual rigour to the
development and assessment of options.

e Limited information: due to consultation.constraints there is limited information
regarding the potential impact of optidns on security’outcomes, passenger
experience, or cost. Therefore, options have/been developed at a high-level and
do not include an assessment of cost impacts: Further work would be required, as
noted above.

e Limited consideration of ith,_leme__nfaﬁon: the analysis of options primarily
considered their Iegalit)['tlnder curfent legislative settings. Further work would be
required, as noted.abqve.

7. ltis assumed that indOstry wolld financially support the provision of aviation security
services under thiese options.
Responsibleyﬂ'g‘e: ompleted by relevant manager)
Natasha Rave
Manager
Resilience and“Seturity
Policy Group:
Ministry*of-Fransport

59(2)(®\

31/07/2024

Quality Assurance (completed by QA panel)
Reviewing Agency: Ministry of Transport
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Panel Assessment &
Comment:

This interim Regulatory Impact Statement (RIS) has been
reviewed by a panel of representatives from the Ministry of
Transport Te Manata Waka. It has been given a ‘partially meets’
rating against the quality assurance criteria for the purpose of
informing Cabinet decisions.

The panel considers that this interim RIS provides a sufficient
basis for informed decisions on the current proposal. However,
there is a lack of quantified information provided about the current
problem and the impacts of the options. Public consultation will be
an opportunity to gain more evidence to support the final RIS.

The RIS also does not consider all feasible options for addressi
the problem identified. The scope is limited to the options dir

by the Minister. ?~
KON
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Section 1: Diagnosing the policy problem

What is the context behind the policy problem and how is
the status quo expected to develop?

International obligations & our legislative framework

8.

10.

New Zealand is a contracting State of the International Civil Aviation Organization
(ICAO) and a signatory to Annex 17- Aviation Security - Safeguarding Civil Aviation
Against Acts of Unlawful Interference (‘Annex 17’) of the Chicago Convention 1944.

As a contracting State to the Convention, New Zealand is obliged to make arrangements
for aviation security measures consistent with the international standards detailed in
Annex 17. These standards are predominantly outcome-focussed, so that States.can
choose how to achieve the desired security outcome. Internationally, States apply
different arrangements that deliver their Annex 17 obligations. Contracting States are
regularly audited by ICAO to ensure their arrangements are compliant with‘their Annex
17 obligations.

The international threat environment has a significant impact.on interdational aviation
security standards. Aviation security standards, includihg‘sCreening, changed
dramatically after the terrorist attacks in the United{States ony 1 September 2001. In
2007, the screening standards changed again, With the intreduction of the Liquids,
Aerosols, and Gels (LAGs) regime. This followed,the 9¢Atigust 2006 United Kingdom
security services interruption of a terrorist.0p€eration‘involving planned attacks against
international aviation targets.

New Zealand determines the standards it wisheste ‘apply to domestic operations

11.

12.

ICAO recommends that States\also adoptAnnex 17 security standards and
recommended practices (SARPs) domestically, to the extent practicable. In New
Zealand, Annex 17 SARPs that are ‘applied domestically are determined by the Minister
of Transport and/or Bireetor of Civil Aviation, usually in the context of New Zealand’s
domestic threat environmeft.

An example 6favhere anvinternational standard has been applied domestically by the
Director, based on risk, Jis the requirement to screen domestic flights of 90 or more
passenger seats (Refer to Gazette Notice: 2016-au6778). Another example was the
temporary redUgtioh in this threshold, requiring the screening of all domestic flights of 30
or more passenger seats at Christchurch airport, immediately following the 15 March
terrorist @ttacks (refer to Gazette Notice: 2019-au1375).

The delivery of aviation security services has traditionally been a function of the New
Zealand,government

13.In 1977, AvSec was established as a function of the Ministry of Transport to deliver New

Zealand’s obligations under Annex 17. In 1993, the Civil Aviation Authority (CAA),
including AvSec, were established as a crown entity and continued to support the
delivery of New Zealand's obligations under Annex 17. CAA regulates AvSec as a
provider and monitors its compliance with established standards.

14.In 1997, AvSec was granted a statutory monopoly for the provision of aviation security

services in New Zealand under section 79A(1) of the Civil Aviation Act 1990 (1990 Act).
This statutory monopoly has been maintained by successive governments.
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However civil aviation legislation allows for others to provide aviation security services

15.

16.

Barring the establishment of a statutory monopoly, the 1990 Act allows for aviation
security services at any security designated aerodrome or navigation installation to also
be provided by:

e The operator of the security designated aerodrome or navigation installation.

The recently passed Civil Aviation Act 2023 (2023 Act) expands on this list and allows
for aviation security services at any security designated aerodrome or navigation
installation to be provided by:

e The operator of the security designated aerodrome or navigation installation.

e An airline, at a security designated aerodrome or navigation installation at which it\is
operating.

The broad functions and duties of aviation security service providers are established
in legislation and Civil Aviation Rules

17.

18.

19.

20.

21.

The 2023 Act (Section 138) outlines functions and duties of*AvSéc. Section 136 clarifies
that any authorised provider of aviation security services’may/undertaké any or all these
functions and duties, in accordance with their aviation”doedment."Some of the functions
and duties relating specifically to the provision of aviatien security services are further
described in CAA Rule Part 140 - Aviation Secufity Service\®sganisations Certification.

The 2023 Act establishes that aviation secufity\sérvigésémust be carried out by an
authorised aviation security officer, and the authorised aviation security officer must be a
direct employee of the provider of that aviation,security service.

The specific details of what, where, and how ayiation security services are to be
provided are contained in directiohs*from’the-Director, as made under section 154 of the
2023 Act. An authorised aviation Security. service provider has an obligation to comply
with these directions from‘thé\Director.

Broadly speaking, the functions and duties of aviation security services can be grouped
into frontline operational serviges at airports and back-office support services/functions:

o Frontline6perationdl.services include: screening of crew, passengers, and carry on
baggagde; screening of hold baggage; non-passenger screening; foot patrols;
perimeter patrols;-€xplosive detector dogs; bulk goods screening; sterile area and
aircraft searching; security control of sterile areas; aircraft security; aerodrome
check point Security; security escorts; random spot checks; surveillance.

e Suppert functions and services include: keeping informed on security techniques,
systems, devices, practices, and procedures related to the protection of civil
aviation and persons employed in or using it (section 138(1)(b) of the Act);
undertaking any experimental or research work in respect of any aspect of aviation
security that the Director specifies (section 138(1)(c) of the Act); training and testing
of Aviation Security Officers; running the Airport Identity Card regime.

In passing the 2023 Act, Parliament reconfirmed that the CAA continue to maintain
AvSec as the default provider of aviation security services (section 23(d)).

" The Civil Aviation Act 2023 comes into force on 5 April 2025.
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22.

As such the provision of aviation security services by the operators of a security
designated aerodrome or navigation installations, or by an airline operating at a security
designated aerodrome, are optional and intended to be provided in conjunction with
AvSec.

How aviation security services are funded

23.

24.

25.

26.

27.

Funding for aviation security services is based on a user pays, cost recovery model.
AvSec is funded almost entirely by passenger security levies paid by airlines, on a per-
departing passenger basis. International and domestic flights are cost-recovered
separately —through the Domestic and International Passenger Security Levies. These
levies are provided for under regulations 20 and 20A of Civil Aviation Charges
Regulations (No2) 1991.

The charge is the same across the network, no matter where passengers fly from;=with
costs being recovered centrally for all AvSec services across the country — including
capital and operational expenditure. However, the actual cost of providing.aviation
security services varies significantly between airports. If leviesiwere appliedjon the
actual cost per person at each airport, this would lead to significant yariations in levy
rates across the system in comparison to the number of/passengers ‘paying levies at
each airport.

The CAA triennially reviews the funding for its regulatory and\security service delivery
activity to ensure its cost recovery remains effective ang effisient.

Every second triennium, the CAA conducts.a compréhensive funding review, which
considers the policy and underlying prin€iples of the funding framework as well as the
prices. The remaining reviews are pricing revigws only. The service delivery model
discussion document that this assessment supports is happening in parallel with the
CAA'’s current pricing review consultatiod. Feedback on the service delivery model
consultation will not have a.direct impacton that pricing review. It is likely that any
changes resulting from the, servicesdelivery model consultation will be incorporated into
the next comprehensive funding‘feview scheduled for 2027.

The current funding Model gperates under the assumption that AvSec is the only
provider of aviatien.security services. Should the provision of aviation security services
be divestedAron AvSec@nd shared across eligible operators, then there would need to
be a review0f the clrrent funding model, and a change to how levies are set, collected,
and disbursed te-providers of aviation security services. This analysis will occur at the
next stage ofdhe.process following targeted industry consultation on the level of interest
in the proyvision®of the services.

Regulatory Impact Statement | 7



What is the policy problem or opportunity?

28.

29.

30.

31.

32.

33.

34.

AvSec is currently the sole provider of aviation security services at New Zealand’s
security designated aerodromes, with its primary aim being to achieve improved security
outcomes. The Civil Aviation Act 2023 (clause 134) enables these services to also be
provided by the operator of an aerodrome and/or airline under certain contexts.
However, successive governments have maintained a statutory monopoly for AvSec
since 1997. While security outcomes are being achieved, this model may be generating
inefficiencies and additional costs in the system through the lack of competition, the
inability to tailor the delivery of services to specific situations, and a limited focus on
passenger facilitation.

The options within the discussion document do not propose a change to our current
aviation security settings or a move away from fulfilling New Zealand’s obligations as-a
contracting state of ICAO.

As stated, AvSec is the sole provider of aviation security services and security.
designated airports. This has been enabled by the issuing of a/Gazette notise under
section 79A(1) of the Civil Aviation Act 1990 by previous Ministers. ThHex2023 Act allows
for these services to be provided by airports and/or airlinessThe 20237Act does also
allow the Minister to specify that only AvSec may proyidelaviatiofsecurity services at all
or any security designated aerodromes. This flexibility in'the Act/is intended to enable a
mixed model approach to the delivery of aviatiop’se€urity Sseruices where a one-size-fits-
all approach may not be the most effective orefficient model.

These provisions in the 2023 Act are desighed’to allowsindustry to opt-in to the provision
of specific services at specific sites. The'2023 Act'envisages that AvSec will remain, at
least in part, a provider of aviation seeurity sefviCes at security designated aerodromes.

There are no provisions in the 2023Act thatwould allow for or enable the provision of
aviation security services by.any third-party provider; either directly engaged by the CAA
or by an operator of a seglrity desighated aerodrome or an airline. The Act requires that
only people directly employed byramauthorised aviation security service can carry out
aviation security funetions.

Key stakeholders have previeusly expressed interest in providing ‘screening’ services at
airports. In submission§ made to select committee hearing on the Civil Aviation Bill
2023, sevéral aerodtomes, airlines, and representative bodies provided feedback
regarding the provision of aviation security services. Themes from the submissions from
these aerodrofmes, airlines, and representative bodies were:

¢ Revjew of the statutory monopoly: Submitters were generally supportive of a routine
review,of the statutory monopoly settings, to ensure that aviation security services
areabeing provided through the most efficient model possible, and as efficiently as
possible.

¢ Defining aviation security services: Submitters sought greater clarity regarding the
scope of the aviation security service activities that could or would need to be
undertaken by prospective providers. Submitters did not provide a clear indication of
the specific aviation security services that they might consider providing, should the
AvSec statutory monopoly be removed.

While passenger facilitation and value for money are considerations for AvSec in its
service design, its legislative mandate makes the achievement of security outcomes its
primary focus. The incentives for the delivery of an efficient aviation security service,
centered around passenger experience, may be different for AvSec versus a private
provider, such as an aerodrome or airline. While maintaining security outcomes, the
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Minister of Transport is eager to explore options that improve the passenger experience
and value for money.

35. The statutory monopoly requires an AvSec presence at all security designated
aerodromes, regardless of the passenger volume, flight frequency, or cost. It precludes
AvSec from working with and engaging other eligible providers to deliver bespoke
aviation security services, even if it would be more efficient. For example, a regional
aerodrome with a low passenger frequency and volume, may be more efficiently
serviced if AvSec worked in conjunction with the relevant operator of the aerodrome or
airline.

36. The Minister of Transport considers that the current 2024/25 CAA pricing review
presents an opportunity to seek initial feedback from the operators of aerodromes and
airlines regarding the current delivery model of aviation security services.

37. The Minister of Transport has directed officials to explore the feasibility of the private
provision of aviation security services “outsourcing”; to test the industry’s appétite to
carry out these functions, in part or in full; and to assess the impaet,of any‘possible
change. In this consultation, the Minister of Transport is seekifng feedback.from industry
as to their interest in providing aviation security services, as well as the scope and scale
of this potential interest.

38. Due to consultation constraints and timing, there is limited inforpiation regarding the
potential impact of options on security outcomesy passenger.experience, or cost.
Therefore, options have been developed at ahigh-leveland do not include an
assessment of cost impacts.

39. Subject to feedback received from stakehOlders further, and more targeted consultation
may be undertaken on more detailed-and focdsed-implementation options.

What objectives are sguglit inr€lation to the policy
problem?

40. The policy objective offthis projettisthat aviation security services are delivered in the
most efficient way pOssible while.maintaining at least minimum aviation security
standards set by{ICAO.

41. To achieve thig"any proposed change would need to:
e be ableto bejiimpleémented in a manageable way,

e provide a’consistent level of service and passenger experience across the country,
and

e operate in a cost-effective way for those operating the services and for those
petentially paying for the service either directly or through a third party.
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Section 2: Deciding upon an option to address the policy
problem

What criteria will be used to compare options to the
status quo?

42. The following criteria have been developed to assess the potential options against.

Security As a contracting State to Annex 17 minimum standards must be met to
outcome participate in the international aviation system. These outcomes will need to
be achieved, no matter who is providing the service

Implementation | How hard would it be to operationalise the model E Fh

Consistency Ensure the national consistency of service levels a.ck:ss land

Efficiency What are the cost implications on the operat %Ilve‘&\‘gwatlon
security services, to the provider?

What scope will options be conmd@ mm

Scope of the discussion document which thlS supports

43. The options were defined by the Mlnlsteg& x the commissioning of the
discussion document. We have also d tus quo in this analysis in order to
assess the options against it.

44 The focus of the discussion d @‘t i h-level options allowed for within the
current legislative framewo% ent mm|55|on|ng and the wish to receive
feedback on industry pr e not included a preferred option.

45. The Minister has al e is interested in understanding how the Australian
approach to the n security services could be applied in New Zealand.
More informati th Q omparlsons with other international jurisdictions are in

Appendlx 1
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What options are being considered?

46.

47.

48.

While the 2023 Act sets out who can provide aviation security services, it doesn’t
provide any detail on how this could happen and under what circumstances. The
discussion document will test different approaches for outsourcing the provision of
aviation security services to understand the appetite from industry to be involved and
seek feedback on how this could be applied.

The Minister of Transport has directed officials to consult only on the alternative
provision of aviation security services by those entities provided for in the 2023 Act.
Therefore, this assessment only looks at option for airports and/or airlines to provide
these services. We have included the status quo in this assessment as it is a
requirement to assess alternative options against the current environment.

The Minister wishes to test the appetite of industry to enter the market. Given the
multiple variations of how this could occur across the network, including which.of the
current services would be provided by industry, the following options have béen
assessed at a high level with further, more detailed, assessmeritito follow ohce we have
an indication of the industries preference.

Option 1 Status Quo AvSec as the sole’provider of
aviation security services

49.

50.

51.

52.

New Zealand’s current funding and delivery modélfor the provision of aviation security
services is influenced by the number of seg(rity,desighated airports, passenger volumes
and distributions, population, and geography-

At present AvSec is the sole provider of aviatignisecurity services in New Zealand.
While there is flexibility in the 1990 and 2023 €ivil Aviation Act’s about who else can
provide aviation security services; sinced1997; successive governments have specified
AvSec by notice in the Gazette!

AvSec is responsible for:
e The delivery of specific ICAQ'Annex 17 requirements.

e Implementing security directives issued by the Minister of Transport and/or Director
of Civil Aviation.

e Facilitating security requirements from other jurisdictions, such as the United States’
Transportation, Security Administration, to ensure our national carrier can land there.

e Operatingthe Airport Identity Card (AIC) system.

AvSechds.a range of powers, functions, and duties currently set out under section 80 of
the €ivihAviation Act 1990. In the absence of a statutory monopoly, other providers can
opt.le apply to the Director to carry out any or all these powers, functions, and duties.
However, it should be noted that some of the associated activities can only be carried
out by an authorised aviation security officer, directly employed by the provider. Some
aviation security activities include:

e Screening and searching passengers, baggage, aircraft, and cargo.
e Undertaking security patrols and escorts.

e Screening of airport workers and airline crew, also referred to as non-passenger
screening.

e Operating the explosive detector dog unit.

e Supporting Police operations at the aerodrome.
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e Collaborating with other domestic and international security and border agencies.

Benefits of this approach

53.

54.

Having one provider delivering aviation security services ensures consistency of service
across New Zealand. Passengers know what to expect, and the approach is the same
no matter which security designated airport people are flying from. There is an argument
that given the small number of security designated aerodromes and the significant
variation in passenger volumes, centralised delivery can be more cost effective in
delivering a consistent high-threshold security outcome for New Zealand.

The current network funding model, which charges airlines on a per passenger basis,
enables all security designated aerodromes to receive aviation security services at an
equal cost, regardless of their location and/or passenger volume. This model benefits
existing and new aerodromes that wish to provide aviation operations requiring the
presence of aviation security services, despite low and infrequent passenger voluies.
The real per-passenger cost of aviation security services in these locations fmight
otherwise impact the feasibility of aviation operations in these Jogations,

Matters to consider with the current model

Passenger facilitation and value for money are considerations\but not'key drivers for AvSec

55.

56.

57.

The mandate of AvSec means that its primary fo€us(is on security outcomes; passenger
facilitation and value for money are considered but’aresot key drivers.

Aviation security screening processes, andesulting queues, continue to be raised as a
concern by the industry and the public. GAA has’been working to address this and has
established a queues taskforce. The-taskforcé\has focused on managing ‘unacceptable’
queues through taking a more risksbased approach to screening operations to allow for
more flexibility in responding t@ ‘peak timie,queues. This has resulted in a reduction in
long and slow-moving queues-and an‘improvement in the way queues are managed by
AvSec, e.g. through smartrostering:

It is worth noting that.queties are caused by multiple factors in the airport system
(infrastructure, airling,on-time-performance, passenger and non-passenger
presentation) and-not just AvSec screening processes.
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61.

59. Other data suggests that while passenger numb ha@turned to near-pre-Covid,
they are not expected to increase beyond @u rs’over same period.
Suggestion from industry that a lack of q;@?bili

60. During select committee hearing

inders efficiencies.

iation Bill 2023, submissions were
presentative bodies regarding the

w Zealand. Submissions suggested that the
oly for the provision of aviation security
services by AvSec is t ubjec nd that greater analysis and stakeholder
consultation should b ui@ppoﬂ such a decision. Submitters also suggested
that a statutory @ undergo routine reviews, to ensure that it remains fit
for purpose.

AV
received from aerodromes, airli n

Submissionuppo@a review of the current statutory monopoly settings for the
provision of aviﬂ% security services. Submitters suggested that there may be
opportunitiesggr ater cost efficiency and improved customer experience if the
provision a& tion security services were to become contestable.

Optio C?irports to deliver aviation security services

62. Aviation security services could become the responsibility of a security designated

drome. For example, Auckland Airport could provide aviation security services for
passengers, either domestic or international, or both.

63. As is the case in Australia, airports could become the dedicated provider of aviation

security services. It would be the responsibility of airports to develop and deliver the
most efficient service they can while maintaining security standards as set by ICAO and
the Director of Civil Aviation.

64. Unlike the current approach, airports may have more control over factors that impact

passenger facilitation, such as:

e Allowing adequate space for necessary security requirements and efficient
management of queues.
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65.

¢ Airports may be in a stronger position to hold airlines to account for on time
performance to reduce unexpected peaks.

e More influence over slot allocation to help smooth out demand for security services.

Airports already provide airport security. If airports were to take on aviation security
services, these could be tied into the broader security functions of the airport,
particularly if those function extended beyond just passenger screening.

Benefits of this approach

66.

67.

Airports are already involved in the aviation system and are holders of Aviation
Documents? under the Act. They understand aviation security and security culture, have
an awareness of ICAO requirements, and are already regulated parties by the CAA.

Airports may be more incentivised to provide an efficient service as they control
the space required, and the intersection with the commercial operations in the terminal.

Matters that would need to be considered

68.

69.

70.

71.

72.

The aviation security system needs to be one that is efficieatin térms‘ofithe passenger
experience but also ensures people feel safe and securg’wheh they fly."Ideally
passengers will have the same experience of aviation seeufrity services, no matter where
they are travelling from. There are only six securitysdesignated dirports in New Zealand.
A move away from a centralised delivery model€ould leadto-a"different provider at each
security designated airport. A risk with this medels enSuring consistency of service.

AvSec, border agencies, and airports allfhiave/ongoingtissues with attracting and
retaining suitable staff. This would likely be the.case for other providers, who would
need to mange the challenges of retruitment.aidretention of suitably trained and
qualified staff.

Aviation security services sheuld Operaie, efficiently and be able to cope with peaks in
demand. Some issues with responsivenéss to demand, such as airline on-time
performance and schedule chan@es;»and terminal space constraints, are outside of the
control of AvSec butmay be more easily managed by other types of providers.

Granting search,‘\seizure, and detention powers to a private entity would be a significant
step change, how this.is¢managed and monitored would be critical to its success.

The current netwark funding model benefits existing and new aerodromes that wish to
provide aviation Operations requiring the presence of aviation security services, despite
low and infreqdent passenger volumes. The real per-passenger cost of aviation security
services in these locations might otherwise impact the feasibility of aviation operations in
theseJocations. This funding model would have to change if AvSec was no longer the
solg'provider of aviation security services, and the new model would have to consider
how_ to treat the costs of providing these services at regional and remote aerodromes.

Option 3 Airlines to deliver aviation security services

73.

The provision of aviation security services could become the responsibility of an airline
operator. The Act only allows for airlines already operating at a location to become the
aviation security service provider at that location.

An aviation document is any licence, permit, certificate, or other document issued under the Civil Aviation
Act 1990 to, or about, any person, aircraft, aerodrome, aeronautical product, or aviation-related service.
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74.

75.

This approach is simpler in a location with only one airline operating but becomes more
complicated when there are multiple carriers operating at the same airport. In locations
where multiple airline operators wanted to become the provider of aviation security
services any assessment of applications would need to consider the impact on airport,
space, and any additional equipment (cost) required.

This option assumes only screening services would be provided by the airline and going
beyond that such as the provision of patrols, and non-passenger screening would
significantly diminish any efficiency benefits gained (below).

Benefits of this approach

76.

Aviation security service requirements can be sporadic and differ at different locations,
which makes it hard to be consistently responsive to demand. Airlines may be able {0
better address this aspect of the service, as staff could hold multiple roles for an airline
and provide aviation security services when required. This would be especially_befeficial
at the smaller security designated airports, who only need to screeh a limited~aumber of
flights at specific times on specific days. The airline would alsgsthen‘be responsible for
more of the passenger experience, eg: checking-in, screening and boarding.

Matters that would need to be considered

77.

78.

79.

80.

81.

82.

The aviation security system needs to be one that is-effiCientiin\terms of the passenger
experience but also ensures people feel safe andssecure wheh they fly. Ideally
passengers will have the same experience of\aviation, SeCurity services, no matter where
they are travelling from. There are only six sécurity desighated airports in New Zealand.
A move away from a centralised deliveryymodel could lead to a different provider at each
security designated airport. A risk with this modekis ensuring consistency of service
pricing and delivery.

AvSec, border agencies, and airparts all Have ongoing issues with attracting and
retaining suitable staff. This'would likely.be the case for other providers, who would
need to mange the chaftenges ofueeruitment and retention of suitably trained and
qualified staff.

Aviation security(setvices Should operate efficiently and be able to cope with peaks in
demand. Somefissueswith responsiveness to demand, such as airline on-time
performanée/and schedule changes, and terminal space constraints, are outside of the
control of AvSec hut may be more easily managed depending on who the provider is.

Granting seafchs=seizure, and detention powers to a private entity would be a significant
step changeyhow this is managed and monitored would be critical to its success.

Airlines\wetld need to negotiate space requirements for screening and other functions
with airports where they operate the aviation security service.

The current network funding model benefits existing and new aerodromes that wish to
provide aviation operations requiring the presence of aviation security services, despite
low and infrequent passenger volumes. The real per-passenger cost of aviation security
services in these locations might otherwise impact the feasibility of aviation operations in
these locations. This funding model would have to change if AvSec was no longer the
sole provider of aviation security services, and the new model would have to consider
how to treat the costs of providing these services at regional and remote aerodromes.
Because airlines could operate across the network, they may be able to spread these
costs across the locations that they operate.
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Option 4 Mixed model where both airlines and airports
deliver aviation security services

83. As the Act allows for both airlines and airports to provide aviation security services, a
fully contestable model could be developed where both airlines and airports could bid to
take on this responsibility.

84. This approach is likely to be more complex than the current approach, risking potential
efficiency gains. How all sites link into the wider network would need consideration to
ensure a seamless system for passengers.

Benefits of this approach

85. Rolling out a hybrid approach may help to address some of the issues identified under
model one. This model is the most flexible.

86. AvSec could retain specific parts of the system allowing it to focus on a
reduced number of sites or specific functions where more specialisation eanpowers are
required.

Matters that would need to be considered

87. All of the matters that need to be considered for options two andthree, as listed in those
options, would also need to be considered in thisroption.

88. There is a risk of potential inefficiencies due,te_duplication of services and additional
infrastructure and staffing requirements.

89. How sites link into the wider network would need censideration to ensure a seamless
system for passengers. This model Would alsoequire significant oversight and
monitoring by the CAA to ensure sectrity-outcomes were maintained.

90. The current network fundingsmedel bénefits existing and new aerodromes that wish to
provide aviation operatioris requiring.th€ presence of aviation security services, despite
low and infrequent passenger volumes. The real per-passenger cost of aviation security
services in these loc¢ations might.otherwise impact the feasibility of aviation operations in
these locations. This fundihg,model would have to change if AvSec was no longer the
sole provider®fiaviatiod security services, and the new model would have to consider
the complekity of having multiple types of providers within the system.

Options not.considered

91. As previously stated, the commissioning of the discussion document, and this
assessmernt, has limited the scope of the options considered to those available in the
2023.Acty

Enhaneced status quo

92. Any options to improve the status quo through either service efficiencies or structural
change have not been included.

Third-party subcontracting

93. There are no provisions in the 2023 Act that would allow for or enable the provision of
aviation security services by any third-party provider; either directly engaged by the CAA
or by an operator of a security designated aerodrome or an airline. The Act requires that
only people directly employed by an authorised aviation security service can carry out
aviation security functions.
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94. A significant change to the 2023 Act would be required to allow this to happen.

Things to consider within the different approaches

95. Within each approach, there are a range of factors that need further consideration.
Should some functions remain with the government?

96. As set out above, AvSec currently carry out a range of functions and duties, some
prescribed by legislation, other in support of their legislative and regulatory obligations.
These functions are much broader than passenger and cabin baggage screening.

97. The Minister of Transport is wanting to test if in a system where aviation security
services are outsourced, whether all functions should become the responsibility of the
authorised aviation security provider or whether some should remain with AvSec or the
Crown more broadly.

98. For example, the frontline aviation security service functions, suchfas passenger‘and
cabin baggage screening, could be outsourced, and AvSec could retain all‘ether
functions such as non-passenger screening, operating the explésive détectér dog unit,
patrols, and supporting the Police.

99. The CAA 2023 legislation still envisages the need for/AvSet tq.exist'in the aviation
security system. A fully outsourced model would require significant legislative change.

Network funding model

100. The current network funding model relies‘on full costrecovery. If aviation security
services were outsourced, we would need, to reconsider how costs are set, managed
and recovered.

101. The domestic and internatioral security)levies are set at a fixed rate for departing
passengers, no matter where.they fly ffom. This is possible as costs are collected on a
network basis and used {6 fund a central agency to provide and maintain services.

102. |If security services were delivered by multiple providers, how costs are set, collected,
and distributed would/have ton¢hiange. A new sustainable funding model would need to
be developed.

103. If the leviEs were pased on actual cost of the service on a per passenger basis, this
could increase costs'te’some passengers, especially departing smaller airports with
lower passengerveolumes and a smaller revenue base. If only some services were
provided bysaigports, such as passenger and carry-on baggage screening, any funding
model weuld'need to fund the airport for these services while still funding AvSec for the
remainder.of services provided at the airport.

104. .In*Australia, airlines pay airports a security service charge. This charge is negotiated
and'set independently, without input or standardisation from the government. This
charge differs between screening authorities. In Australia, other non-screening services
are provided by other government agencies located at the airports such as Airport Police
and the Border Force.

105. Under current legislative settings, aviation security infrastructure is funded by the
Crown. If the service was to move away from a Crown operator, how equipment is
funded, including both the procurement, set up costs, and the associated cost of running
the service, would need to be decided. There are a range of possible options from
maintaining Crown ownership, leasing arrangements, through to private provision
funded though airline charges.
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Oversight role for the CAA

106. |If security services were delivered by multiple providers along side AvSec, or if
aviation security services are no longer delivered by the Crown, the government would
need to ensure that its security requirements are achieved through regulatory oversight.

107. A move away from a centralised delivery model could lead to a provider at each
security designated airport. A risk with this approach is ensuring consistency of service.
There would be a role for the government to ensure we are still meeting our international
obligations, and delivery of aviation security services meet legislative requirements.

108. Roles and responsibilities for the CAA, if outsourcing was implemented, could
include:

a. Training: this is to ensure national consistency of standards and practices of all
aviation security officers, no matter their employer.

b. Compliance and monitoring: An audit function would need to be established to
ensure providers were meeting domestic and international Security.féquirement.

c. Maintaining relationship with ICAO and other international‘partnérs,
Level of support for options:

109. In submissions made to select committee hearings.on the'€ivil Aviation Bill 2023,
some aerodromes, Air NZ, and representative bodies provided feedback regarding the
provision of aviation security services. However, this féedback was in the context of the
new Act being considered and stakeholdersddid not ‘goninto detail as to whether and how
they would want to provide services other’than eXpressing an interest and seeking
clarification. Below is a summary of-relevant submissions:

e Submissions were generally supportivesof'section 134 of the 2023 Act which
enables operators of a security desighated aerodrome (within that security
designated aerodromé)and airlines’(at security designated aerodromes at which
they are operating)to provide.aviation security services.

e Submitters also\suggestéd-that the current AvSec statutory monopoly should
undergo routine reviewsy,to ensure that it remains fit for purpose and to ensure that
aviation security séryices are provided in the most efficient way possible. Submitters
suggested that thefie'may be opportunities for cost efficiencies and improved
customer experience if the provision of aviation security services were contestable.

o Submissions-sought greater clarity regarding the scope of the aviation security
activities,currently carried out by AvSec that could be undertaken by prospective
previders.

110. TheBoard of Airline Representatives New Zealand and the Airports Association of
New Zealand also released a joint election manifesto in 2023 Six Actions to Accelerate
Aetearoa’s Aviation-enabled Future® which referred to the provision of aviation security
services in New Zealand. The document brings together six key action areas for the
aviation sector. One action under the theme Elevating customer service through better
coordination of agencies in the aviation system is to:

“Explore options for other parts of the aviation system to pick up aviation
security functions where these can be managed more efficiently.

3 https://nzairports.co.nz/resources/six-actions-to-accelerate-aotearoas-aviation-enabled-future/
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What option is likely to best address the problem, meet
the policy objectives, and deliver the highest net
benefits?

112. As stated, the Minister of Transport is seeking feedback from industry as to their
interest in providing aviation security services, as well as the scope and scale of this
potential interest. As such, the proposed options are broad and have limited supporting
information, this interim analysis is indicative only and specifically without a preferred
approach.

113. Itis likely that one or more of these options will be further refined and be subject to
more detailed RIA and CBA analysis and further targeted consultation.

What are the marginal costs and benefits of the optiogé\y\

114. The intent of this document is to gauge the appetite of industry {o be invo@n the
provision of aviation security services. Options have been dev an%cu sed at a
high level to support this intent; however, none have been su ped to have

tly
established a clear preference. Based on advice from twstryf egulation, we

cannot provide information regarding the marginal cost

e f the options.
115. If feedback indicates an appetite of industry to in in the provision of
fi §t

aviation security services, further work will be uﬁﬁ ken elop and analyse more
cl%u her targeted consultation

A

detailed options and their implications. This v%
with CAA, AvSec, and industry. @

Q.
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Section 3: Delivering an option

How will the new arrangements be implemented?
Context

116. The options that have been developed consider the models that would be allowable
under the Civil Aviation Act 2023. In these options, we do not know the likely scope of
aviation security services that industry would like to provide, or the scale of industry
provision we could expect. As the proposed options are broad and have limited
supporting information, at this stage our consideration of implementation is focused on
the regulatory changes that may be required to enable implementation.

117. Following this consultation, it is likely that one or more of these options will be further
refined and subject to more detailed analysis and further targeted consultation. This later
stage would also consider the implications of implementation more broadly.

118. Within current legislative settings, Parliament’s intent is clear.ffiat the CAA must
establish and maintain a service to be called the Aviation Security’' Servicev(AvSec),
regardless of whether there are other providers of aviation{segurity setvices. It is also
clear that the services that must be provided by an authorised Aviation Security Officer,
must be provided by a direct employee of the authorised)provi@ler.of aviation security
services — i.e., aviation security officers must be the direct employees of AvSec,
operators of aerodromes and air navigation instalfations; and airlines.

Status quo — provision of aviation security services by, AvSec

119. Under the status quo, regulatory change would*not be required. The Minister of
Transport would uphold the gazette*natice thatprovides AvSec with a statutory
monopoly. The existing rules forthe provision of aviation security services would remain
applicable. The Director of Civil*Aviation*would uphold the current AvSec monitoring and
oversight regime.

Provision of aviation secyrity services.by aerodromes, airlines, or both, in alignment
with the civil aviation act.

120. Under any option'that would allow for the provision of aviation security services by
AvSec and other-providers, regulatory change would be required. The Minister of
Transport weuld have to revoke the existing statutory monopoly for AvSec. The existing
rules for the proyision of aviation security services would remain applicable but may
have to be reyiewed to account for new providers. New rules and processes would likely
need to be‘established to enable the effective implementation of these options. The
DirectorofCivil Aviation would uphold the current AvSec monitoring and oversight
regime. The Director of Civil Aviation would have to extend its monitoring and oversight
regime to additional providers.
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How will the new arrangements be monitored, evaluated,
and reviewed?

121. The intent of this document is to gauge the appetite of industry to be involved in the
provision of aviation security services. Options have been developed and discussed at a
high level to support this intent; however, none have been sufficiently developed to have
established a clear preference.

122. |If feedback indicates an appetite of industry to be more involved in the provision of
aviation security services, further work will be undertaken to develop and analyse more
detailed options and their implications. This would include further targeted consultation
with CAA, AvSec, and industry.
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Appendix 1: International comparisons

1. States have flexibility in terms of how they choose to meet ICAO security outcomes.
There are a range of models used worldwide, all with a range of benefits and challenges.

2. There are a number of factors that influence different jurisdictions approaches including
cost, departing passenger numbers, vetting and training processes, competition, and
risks. Though jurisdictions security screening models range between centralisation and
privatisation, each aims to meet security standards aligned to their threat environment*

New Zealand Government User pays. Aviation 6 5 million
Oversight/audit. Security Levy — per

Government passenger. &
delivery. ) =

Australia Government Industry negotiated. 111 @ @Mkm

Industry delivery.

United States = Government User pays. Aviation

?:) i 333 million
Oversight/audit. Security Fee — per <</
Mixed delivery by passenger. @\/ &@

Government and
industry. Q~ /]
t ~
nf .
Canada Government User pay& Air 89 38 million
oversight/audit. XM SQ@
Government ~ ee {

commissioning,
industry delivery.
v e,

SS
3

4 size and scale of aviation facilities and aerodromes is often a driver for decentralisation of aviation security

services.
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3. Australia has a fully devolved model where the Department of Home Affairs regulates
the delivery of aviation security screening services and screening authorities deliver the
service. The Minister of Transport is interested in understanding how the Australian
approach to the delivery of aviation security services could be implemented in New
Zealand.

Case study: Australia’s approach to aviation security services

Australia has a fully devolved model where the Department of Home Affairs requlates the delivery of
aviation security screening services and screening authorities deliver the service.

Australia has operated a devolved aviation security model since 2004. Within a few years of operating,
all 62 screening authorities were airports. Airlines withdrew from the market due to costs of having to
own and manage the screening equipment and the related issue with multiple airlines providing
security screening in one site. Airports operating as screening authorities provides for greater
efficiency through control of airport infrastructure and operations, and assurance through being a
key part of the regulated aviation security system.

Screening authorities must develop a transport security program (TSP) that covers any aviation
security related activity at the airport. The requirements for a TSP are set out iii regulaticn. Screening
authorities are then monitored and audited against these to ensure complicrce.

The government is completely removed from the day-to-day operatior: of \he screcning service,
including the setting and collecting of charges. The onus is on the scraening authority to deliver an
efficient service, and ensure they have the people and equipmercr~ (% so. All airports have to meet
the same security standards. Smaller airports can be disadva:itaqcu due to 'ower passenger volumes,
applicable flights and scheduling, and higher costs to provide .« compa+at:le service.

Canada has a semi-devolved model w %n oﬁt%anada is the regulator, and the
Canadian Air Transport Security Au%\.x:l (6 is a Crown Corporation responsible
for the delivery of aviation securitx S

aviation security screening ser%

trained, qualified, and authorise

ices A contracts out the delivery of
a d security firms that employ suitably
cree officers.

Case study: Canada’s approach to aviation security services

Canada has a semi-devolvad i~ouel wiiore Transport Canada is the requlator, and the Canadian Air
Transport Security Auth2orit: (CATSA) s a Crown corporation responsible for the delivery aviation
screening services. CATSA,, was established after 9/11 to ensure national consistency of aviation
security services.

CATSA delivers \".e manda‘e o’ security screening at 89 designated airports across the country
through a third-party scieening contractor model. They are responsible for pre-board passenger and
random non-passenrgor screening, and contract out to third-party service providers to train, manage
and employ the scre 2ning officers. Screening requirements are the same for domestic and
international rassengers, however a separate screening process is in place for travellers between
Canada and tnhe Lnited States.

Transpnt vanada set the regulations, provide governance, monitoring, and oversight, and also have
operauonal officers to inspect and test system.

CATSA currently contract with two service providers, who deliver screening service at the security
designated airports. CATSA primary mandate is aviation security, with a secondary focus on
efficiency.

All travellers are charged a security tax on airline tickets. This tax then funds an annual appropriation
to CATSA, as well as other aviation security services such as air marshals.
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